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loday,  the  most  successful  transactions 
grow  out  of  merchant  banking  relationships. 


Yesterday,  it  was  not  unusual  for  banks  and  clients  to  form 
temporary  alliances. 

Today,  an  increasing  number  of  corporations  believe  that 
their  interests  are  best  served  by  long-term,  in-depth  banking 
relationships. 

So  does  Bankers  Trust.  A  cornerstone  of  our  merchant  bank- 
ing philosophy  is  the  maintenance  of  multi-level,  multi-service 
relationships. 

We  have  become  a  trusted  financial  advisor  to  many  clients, 
providing  everything  from  cash  management  to  risk  management. 
This  keeps  us  constantly  abreast  of  your  overall  financial  plans. 

So  when  special  opportunities  arise  — a  recapitalization,  a 
merger,  an  acquisition  — we  are  perfectly  positioned  to  help  you  take 
advantage  of  them.  There  is  no  learning  curve  to  climb,  no  long- 
term  objectives  to  be  identified. 

Solid  merchant  banking  relationships  have  never  been  more 
productive  than  in  the  uncertain  world  of  today. 

DBankersTrust  Company 

Because  today  isn't  yesterday. 


RITZ  •  MADRID 


PART  OF  THE  FINEST  COLLECTION 
OF  HOTELS  IN  THE  WORLD. 


What  is  Ritz  Madrid? 


It  is  one  of  Europe's  most  aristocratic 
3tels,  commissioned  and  opened  in  1910 
/  King  Alfonso  XIII. 

It  has  regularly  played  host  to  Kings, 
[ueens,  heads  of  government  and  some  of 
le  worlds  most  famous  celebrities. 


It  is  miles  of  exquisite,  hand-woven 
carpets,  each  one  designed  and  crafted 
especially  for  the 
area  it  covers.  So 
precious  are  these 
works  of  art  that 
two  people  are 
employed  solely  for 
their  repair  and 
maintenance. 

It  is  twenty 
six  suites  and  one 
hundred  and  fifty  six  bedrooms,  all  individu- 
ally designed  and  all  considered  wickedly 
extravagant  even  by  the  generous  standards 
of  earlier  days. 

It  is  the  famous  Ritz  tea, 
taken    in    the    elegant    Lounge 
amid  palms  and  tapestries  to  the 
sound  of  gentle  piano  music. 

It  is   the  epitome  of  traditional  hotel 
service.  Old  fashioned  press-button  service, 
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fresh  flowers  everywhere  and  a  staff  whose 
warmth  and  loyalty  are  the  envy  of  Europe. 

It  is  a  place  where,  for  many  'La  Belle 
Epoque'  never  ended.  It  is  totally  unique. 

But  above  all,  it  is  Trusthousc  Forte. 


Trusthouse  Forte  Hotels 
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The  New  505 


\\$  rough  out  there.  A  fact  you're  painfully  reminded  of  every  time  you  drive  your  1 
Because  whii,  the  snlfer  suspensions  jn  most  0f  today13  cars  make  them  handle  better,  tl 
also  make  them    ide  harder.  Which  means  they're  good  on  curves  and  bad  on  bumps. 

In  a  Peugeot,  n,  .vei.  it's  a  whoie  different  world.  Whether  you  choose  the  newly  resM 
505  T^rbo  °r  STX  \  vou  can  snake  around  curves  with  the  sUre-footed  precision  c< 
world  elass  Perf0rman<  Ian  and  enjoy  in  the  process  wnat  Motor  Trend  magazine  1? 
called  "Perhaps  the  nice  round  ride  in  the  automotive  WOrld »  , 

To  achieve  this  state  of  engineering  perfection,  Peugeot  has  complemented  a  power* 
except,onal7  smooth-running,  overhead-cam,  fuel-inJected  engine  with  a  unique  com 
nation  of  the  most  technologically  advanced  handing  Matures  available. 

But  deserving  0f  most  Qf  tne  crei]l{  for  allowing  tn*s  degree  of  control  and  comfort 
successfully  co-exist  [n  a  Peugeci.  nre  its  unique  double-chamber  shock  absorbers.  W 


G  THE  VmLD  IS  FIAT. 

e  a  j       Ves  as  ordinary  shocks.       J  their  response  to  variations  of  road 

load,  soaking  Up  bumpS;  -^  and  p0tholes  with  Veritable     ,         They  are  designed, 

t  and  patented  by  Peugeot,  which  '*  why  no  °ther  Car  in  the  Wnrld  can  offer  you  quite 
Same  motoring  experience. 

nd  to  ensure  all  this  smoothness  reaches  that  part  of  you  that  can  appreciate  it  most, 
geot  has  equippe(]  the  Turbo  and  the  STX  V-6  with  seats  that  Motor  Trend  has  called 
ong  the  most  comfortable  in  the  worM"  They  are  filled  with  a  snerial  body-contouring 
„,  covered  with  a  buttery-soft,  hand-h«ed  leather  (0ptional  ^  ££  ^^  and  feature 
possible  adjUstments  to  aSa[d  yoU  maximum  lUmbar  ^  ^^  ^ 
this  is  your  year  for  a  European  performance  sedan,  caU  j.g^  447_2882  for  a  dealer 
*  vou  can  test  drive  the  Feugeo,  505  STX  V-6  0r  ■■_-    , '     |f 

,o.  After  all,  Wasn,t  me  road  tQ  MCt^JS±»h?  |  d  =1  1*1  =ti    II 
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NOTHING    ELSE    FEELS    LIKE    IT' 


ONLY  22,463  DAYS 
UNTIL  RETIREMENT. 


Seems  like  an  ete-nlty. 

But  the  fact  of  tht   matter  is  today  people  are  retir- 
ing sooner  than  evei. 

The  average  retiren ,       age  is  now  615,  not  65. 
And  it's  getting  even  lov 

It's  a  trend  that  has  emp      srs  worried. 

Because  as  nnore  ar  d  nrv  I*  ^rs  retire,  employ- 

ers end  up  paying  more  -:nd  n  i  jre  In  post-retirement 
benefits. 

At  the  CIGNA  companit     we  have  a  .olution. 

We've  developed  a  varie      if  voluntary,  portable 
payroll  deduction  plans  that        )  relieve  the  employ- 
er's post-retirement  financial  bo    len. 

In  each  of  these  programs,  errv  oyees  are  given 
the  opportunity  to  plan  for  a  financ  vly  secure  retire- 
ment at  economical  group  rates 

They  can  choose  from  contemporai ,  nsurance 
programs  like  Group  Universal  Life  that  no1  only 
provide  benefits  at  retirement,  but  allow  access  to 
accumulating  funds  during  working  yecs  as  well. 
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There  are  also  other  options  available. 

Like  savings  and  investment  vehicles. 

Family  insurance  coverages. 

Supplemental  disability  plans. 

All  these  employee-paid  benefits  supplement, 
and,  in  some  cases,  replace  existing  programs,  help 
to  reduce  an  employer's  post-retirement  costs 

We'll  handle  initial  enrollment,  ongoing  plan 
management,  and  all  employee  communication: 
tailoring  each  program  to  minimize  employer 
administrative  time.  We've  even  implemented  a  t 
free  hotline  to  answer  employee  questions 

For  more  information  about  how  we  can  help  w 
the  post-retirement  cost  problem,  write  CIGNA  Cc 
Dept.  R12,  One  Logan  Sq..  Phila.  PA  19103. 

Employee  Marketing  will  benefit  you  and  your  em[i 
ees  now.  And  22,463  days  from  now. 

It's  one  more  example  of 
CIGNA's  commitment  to  person- 
alized service  to  business. 


Benefits  ate  provided  by  Connecticut  General  Lite  Insurance  Con  ;   my  Lite  Insurance  Company  ot  North  America  and  INA  Life  Insurance  Company  of  New  Vork .  CIGNA  compa 


More  Capital  ideas.  From  the  peop'  «  ogrewtiiem. 

special  toll-free  number: 


)r  over  50  years, GE Capital  gestions  for  making  maximum 

as  been  providing  American  use  of  every  last  dollar, 
usiness  with  the  capital  it  Today  our  capital  ideas  are 

eeds  to  grow  on.  And  all  that  as  much  a  part  of  our  portfolio 

me,  we've  also  been  providing  as  the  capital  itself.  In  equip- 

>mething  else:  ideas.  A  con-  ment  leasing,  acquisition 

ant  flow  of  thoughts,  inspi-  funding,  real  estate  and  a 


Capital  Ideas, 

itions  and  innovative  sug-        dozen  other  areas,  our  people     business,  call  GE  Capital  at  our  IjrIDW  31  KjEj  v^aDltal. 


never  tire  of  putting  money 
to  work  in  new  and  better  w  ays 
(a  few  of  which  are  detailed 
below). 

If  any  of  our  capital  ideas 
have  started  you  thinking  that 
we  may  be  able  to  help  your 


800243-2222. 

Let  us  put  our  brains  and 
our  resources  to  work 
for  you. 


SailingThe  Ocean  Blue  Without  The  Green. 

You  can't  keep  your  head  above  water  in  the  highly  competitive 
shipping  business  by  sinking  your  working  capital  into 
containers  and  ships.That's  why  GE  Capital  has  financed  over 
$1  billion  in  ships  and  hundreds  of  thousands  of  containers 
for  shipowners  worldwide. 


GE  Capital 


£ 
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' >'  .V-CR  INDUSTRIES 
INCOME  STATEMENT 

December  31,  1987 


OPERATING  EXPENSJ 
Salaries 
Health  Care  Benefits 
Insurance 
Depreciation 
^hipping 

professional  Services 
j^^Rent 
It  it 


8  &  Marketing 

Travel  4  Bnter^lnaent 

Advertising 

Other 

Other  Administrative 
TOTAL 
INCOME  PROM  OPERATIONS 
•NTEREST  INCOME 
HPrest  EXPENSES 

•'WaES 


^0,0 


I   4,400,000 
750,000 
450,000 
500,000 
750,000 
300,000 
1,500,000 
400,000 


|l,00u 
80.000 

(150,000) 


Most  ceo's  are 

suffering  from  a  serious 

health  problem. 


There's  an  epidemic  sweep- 
ing the  country  that  is  causing 
considerable  pain  for  upper 
management. 

It's  called  Rising  Employee 
Health  Benefits  Costs. 

This  year  alone,  many  com- 
mercial health  insurers  are  slated 
to  hike  their  premiums.  This, 
after  the  many  record  increases 
of  last  year. 

At  NWNL  Group,  we're 
doing  everything  we  can  to  help 
remedy  the  situation  by  working 
closely  with  our  clients. 

^bu  see,  we  look  at  your  com- 
pany's insurance  needs  differ- 
ently, so  we  find  solutions  others 
may  not  have  seen  before. 

Our  Health  Information 
Consulting  Services  (HICS)  is  a 
prime  example.  We  combine  our 


extensive  national  healthcare 
database  with  detailed  analysis 
of  your  employees'  treatment  pat- 
terns and  provider  usage. 

With  this  information  we're 
able  to  provide  you  with  a 
sophisticated  management  tool 
that  targets  cost  control  efforts 
for  the  greatest  impact. 

If  you're  feeling  the  effects  of 
rising  employee  benefits  costs, 
remember  that  NWNL  Group 
can  do  a  lot  to  make  you  feel 
better. 

For  our  special  booklet  "10 
Ways  To  Cut  Benefits  Costs,"  call 
or  write  Ginny  Patrick,  NWNL 
Group,  Box  20,  Minneapolis, 
MN  55440,  (612)  372-5784. 

nil  NWNLGROUP 

We  look  at  things  differently 


A  division  of  Northwestern  National  Life  Insurance  Company,  Minneapolis,  MN  (not  admitted  in  the  State  of  New  York  I, 
The  North  Atlantic  Life  Insurance  Company  of  America,  Jericho,  NY  (a  member  of  the  NWNL  Companies). 
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But  that  was  in  another  time, 
and  besides  the  man  is  dead 

Almost  every  student  can — or  once  could — quote  the  lines  "li 
the  room  the  women  come  and  go/  Talking  of  Michelange 
lo  ..."  or  "We  are  the  hollow  men/  We  are  the  stuffed  men 
Leaning  together/  Headpiece  filled  with  straw.  Alas!"  by  Thom 
as  Stearns  Eliot  (1888-1965).  What  has  T.S.  Eliot  got  to  do  witr 
the  article  on  rich  entertainers  featured  on  this  issue's  cover 
Simply  this:  While  her  husband  never  made  much  more  than  ; 
comfortable  living  from  such  great  poems  as  "The  Love  Song  o 
J.  Alfred  Prufrock"  and  plays  like  Murder  in  the  Cathedral,  Eliot'; 
widow  has  become  quite  wealthy  thanks  to  his  being  a  cai 
fancier.  It  happens  that  the  long-running  Broadway  musical  Cat: 
is  based  on  Eliot's  Old  Possum  s  Hook  of  Practical  Cats.  In  this,  the 
centennial  year  of  the  Nobel  laureate's  birth,  and  23  years  afte 
his  death,  Eliot's  widow  gets  royalties  amounting  to  over  $ 
million  a  year  from  Cats.  That  is  probably  more  than  all  th 
royalties  earned  by  all  of  Eliot's  writings  in  his  lifetime 

Welcome  to  the  wonder- 
ful world  of  intellectual 
property,  where  living  and 
dead  alike  profit  from 
ownership,  not  of  physical 
things,  but  of  words  and 
music  and  even,  perhaps,  a 
smile.  What's  new  is  that 
thanks  to  recent  judicial 
rulings  and  modern  tech- 
nology, intellectual  prop- 
erty can  be  more  valuable 
than  physical  property. 
Courts  recently  have  ruled 
that  Woody  Allen's  neb- 
bish  movie  image  and 
Bette  Midler's  style  of 
belting  a  song  are  as  pro- 
tectable as  a  poem  or  a  song  or  a  novel.  Not  all  entertainers  and 
not  all  artists  arc  getting  rich;  for  most  life  is  a  struggle.  But  the 
successful  minority  oi  writers  and  entertainers  are  today  at  least 
as  affluent  as  successful  stockbrokers  or  business  people.  That's 
why  Forbes  is,  for  the  second  year  running,  compiling  its  list  of 
the  Top  40  entertainers:  They  are  business — big  business. 

Petei  Newcomb,  who  supervised  the  preparation  of  this  year's 
list  and  who  wrote  the  cover  story,  "The  new  aristocracy,"  says 
he  had  a  ball  doing  it.  Many  of  the  entertainers  and  their 
representatives  first  pretended  to  he  outraged  at  our  probing  into 
their  deals  and  royalties  and  residuals  but,  when  pressed,  fre- 
quently showed  a  chuckling  pleasure  in  their  own  financial 
good  luck.  Los  Angeles-based  entertainment  lawyer  Peter  De- 
kom  even  quantified  the  risks  for  us.  "How  many  businesses  do 
you  know  he  asked,  where  you  have  to  manufacture  your 
entire  product  line  before  you  know  whether  there  is  a  buyer?" 
The  entertainment  business  has  become  far  too  important  to 
Leave  to  the  gossip  columnists.  Starts  on  page  114. 


Forbes'  Peter  Newcomb 
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Riding  for 
a  foil? 

May  2,  1988 
Wayne  Htiizenga 
and  John  Afelk 


Videotape  rental  is  one  of  the  coun- 
try's fastest-growing  industries, 
and  Forbes  speculated  in  May  that 
Blockbuster  Entertainment  Corp. 
could  become  one  of  its  biggest  play- 
ers. Revenues  had  more  than  quadru- 
pled to  $43.2  million  last  year  from 
1986,  and  earnings  were  on  the  rise  as 
Blockbuster  retail  outlets  multiplied 
at  the  rate  of  one  every  two  days. 

In  the  first  half  of  1988,  net  income 
more  than  tripled,  to  $5.2  million,  but 
the  market  has  wildly  overreacted. 
With  the  stock  now  trading  at  21 '/»,  a 
dizzy  37  times  projected  1988  earn- 
ings, Wall  Street  is  valuing  the  com- 
pany at  $538  million,  more  than  sev- 
en times  most-recent  12-month 
sales — this  for  a  company  in  an  indus- 
try whose  long-term  future  is  in  some 
doubt  because  of  rapidly  changing  dis- 
tribution technologies  (Forbes,  Sept 
19).  In  short,  here  is  a  stock  way,  way 
ahead  of  itself.  One  mistake,  one 
weaker-than-expected  earnings  report 
and  the  Blockbuster  shares  could  lay 
an  egg. — Alyssa  A.  Lappen 


Out!  Out! 

Damned 

munis 

fan  25,  l()88 


h'ahmi  Hinhanan 


Forbes  reported  in  January  that  an 
obscure  corner  of  the  municipal 
bond  market — indentures  to  finance 
nursing  homes  and  retirement  cen- 
ters— was  in  trouble,  with  over  S 1  bil- 
lion in  the  bonds  already  in  detank. 
The  most  aggressive  underwriter  of 
these  bonds  was  Jackson,  Miss.'  Bu- 
chanan &  Co.  It  sold  more  than  50 
defaulted  issues,  worth  nearly  $400 
million,  on  which  many  investors  are 
unlikely  to  get  their  money  back, 
Forbes  warned.  Now,  with  the  Na- 
tional Association  of  Security  Dealers 
and  state  regulators  investigating  the 


firm,  and  Congress  expected  to  hold 
hearings  on  frequent  municipal  bond 
defaults,  Buchanan  &  Co.  has  closed 
its  doors  and  has  stopped  doing  busi- 
ness as  a  bond  dealer.  Sic  transit  scam- 
mer. — Matthew  Schifrin 


Trouble 
in  defense 

Dec.  28,  1987 
Walter  Zable 


Cubic  Corp.  makes  $358  million  a 
year  from  a  grab  bag  of  largely 
defense-related  businesses.  But  Cu- 
bic, with  problems  in  each  of  its  lines, 
saw  1986  earnings  fall  to  only  $1.1 
million.  Why  didn't  founder  Walter 
Zable,  who  owns  32%  of  the  firm,  sell 
some  subsidiaries,  Forbes  wondered. 
With  the  firm's  breakup  value  esti- 
mated at  $30-plus  per  share — more 
than  twice  its  market  value — Forbes 
figured  Zable  was  asleep. 

While  he  dozed,  problems  wors- 
ened. Not  only  has  Cubic  had  to  pay 
$7.25  million  to  settle  a  Defense  De- 
partment suit  for  falsifying  test  re- 
sults for  military  hardware,  but  now  a 
shareholder  is  suing  Cubic  for  alleged- 
ly bribing  government  officials  to  get 
another  defense  contract.  The  litiga- 
tion means  hefty  legal  expenses  for  a 
company  that  earned  only  about  2.2% 
net  profits  in  fiscal  1987.  Says  Zable 
of  all  this:  "There  is  no  basis  for  the 
charges." — A.A.L. 


Jeans  giant 

Mar   KJ,  1996 
lorry  Pugfi 


Mr- 

1                       J 

P-r 

low  that  VF  could  either  go  private 
and  remain  profitable  or  buy  other 
companies  to  expand.  Pugh  did  the 
latter,  wisely,  and  we  expected  VF's 
sales  and  earnings  to  grow. 

We  were  right.  Few  companies  with 
mature  markets  have  done  so  well.  In 
late  1986  VF  Corp.  bought  Blue  Bell, 
which  makes  Wrangler  jeans  and  }an- 
tzen  sportswear.  Now  the  company 
controls  25%  of  the  U.S.  jeans  mar- 
ket, with  6.6%  net  margins  on  sales  of 
$1.2  billion  for  the  first  half  of  1988. 

VF's  debt  is  more  than  double  what 
it  was  in  1986  but  still  accounts  for  a 
low  24%  of  the  company's  capital. 
Even  so,  VF  returned  an  astonishing 
20%  on  its  shareholders'  equity  last 
year.  And  VF's  earnings  keep  rising 
despite  a  mature  market,  thanks  to 
Pugh's  strict  adherence  to  his  tough- 
to-do  business  formula. — A.A.L. 


Zimmer's 
bummer 

Sept.  26,  1983 
Paul  Zimmer 


D  spite  a  shrinking  U.S.  jeans  mar- 
ket, VF  Corp.  earned  an  amazing 
SI 39  million  on  sales  of  $1.5  billion  in 
1985,  mostly  from  jeans.  Chairman 
Lawrence  Pugh's  formula  for  suc- 
fanatical  attention  to  both 
quality  and  inventory  control — only 
sounded  easy,  Forbes  wrote.  Pugh's 
toughness  made  it  work.  Another 
brilliant  move  was  keeping  debt  so 


Zimmer  Corp.'s  luxury  Golden 
Spirit  cars,  first  rolled  out  in  1980, 
had  fiberglass  bodies  that  some  said 
could  shatter  on  impact,  wheels  that 
fell  off  without  warning,  and  a 
bumpy,  noisy  ride.  Nevertheless,  the 
$62,500  cars  were  selling  at  a  moder- 
ate profit,  and  Forbes  saw  success  in 
the  company's  future. 

Oops.  From  a  1983  peak  of  $163 
million,  sales  fell  steadily  to  a  current 
level  of  less  than  $25  million.  Losses 
have  mounted,  and  in  1987  exceeded 
$9.9  million. 

Now  Zimmer  Corp.  is  in  the  midst 
of  a  Chapter  1 1  reorganization,  from 
which  it  may  not  emerge.  Zimmer 
also  once  manufactured  a  line  of  mo- 
bile homes  that  accounted  for  69%  of 
sales  and  only  33%  of  net  income. 
Now  the  company  is  selling  its  last 
mobile  home  plant.  Also  on  the  block: 
Zimmer  Motor  Cars,  which  makes 
the  poor-quality  Spirit. 

Zimmer's  stock,  which  peaked  at 
247s  in  1983,  was  1%  when  the  com- 
pany went  into  Chapter  11  in  May 
and  has  since  not  been  trading.  So 
much  for  founder  Paul  Zimmer's  15% 
stake,  which  in  1983  was  worth  $13 
million.— A.A.L. 
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Just  use  Visa®  Gold  and  your 
purchase  could  be  on  us. 


Whether  you're  treating  yourself  to  a  breathtaking  sail  on  the  Caribbean  or  an 
incredible  pair  of  Italian  shoes,  if  you  use  Visa  Gold,  it  just  may  end  up  being  our  treat. 

Because  when  you  make  a  purchase  with  Visa  Gold  between  October  1  and 
December  31,  there's  a  chance  Visa  will  pick  up  the  bill.  That's  a  treat  American  Express 
doesn't  offer.  And  you  could  win  even  more.  Because  if  you  use  Visa  Gold  during  the  first 
seven  days  of  October,  November  or  December,  your  entire  previous  month's  Visa  Gold 
balance  could  be  free!  All  in  all  there  are  over  $1  million  in  prizes  to  be  given  away. 

So  remember,  choose  Visa  Gold  for  your  next  purchase  and  it  could  be  on  us. 


VISA 


Its  Everywhere  You  Want  To  Be". 


NOPURCHASENECES&ARY.Toentcrwiihout  pure  ruse.hand-printvournarnc,  mailing  address,  city. 
suit  :ipcode,dav  and  es?ningtelcphcnerwmr<rsandthewords"Visa  Gold  isthebest  card  voucancam" 
on  a  3x5  card  and  mail  to  "Visa  Our  Treat"  Sweepstakes,  FAC  Services  Group,  RO.  Box  257,  Elmhurst. 
Illinois  601 2 6-0 257  Limit  one  emr\  per  envelope:  no  mechanial  reproductions.  Entries  in  weekly  draw- 
ings must  be  received  by  week's  end.  Entries  in  Bonusdrawings  must  be  received  within  first  seven  davsot 
each  month.  Priic  won  in  both  Swrepstakesisan  amount  equal  toa  winning  purchase  entry.  Offer  void 
>  where  prohibited  or  restricted.  Cash  advaotts  and  certain  articles  purchased  are  excluded.  Maximum 


prize  in  weeklv  drawings,  S75,OO0and  in  Bonusdrawings  $100,000.  Visa  Gold  debit  cardholder  Bonus 
Sweepstakes  prise  equals  the  previous  month's  total  debit  card  purchaser  For  a  complete  set  or  rules,  send 
a  stamped,  self-addressed  envelope  to:  Visa  "Our  Treat"  Sweepstakes  Rules.  FAC  Services  Group,  PO.  Box 
7091,  Bensenvillt  Illinois  601 06-  7091  f\T  and  WA  residents  mav  omit  retumportage'  Sweepstakes  oper 
to  all  residents  ol  I  he  U.S.  18  years  or  older  aceptemploswsandlheirtamiliesof  Visa,  its  promotional 
agenciesand  Visa  Gold  issuers.  Promotionends  December}!,  1988.  S  Visa  tL&AInc  1988 


TheNew  Audi  100/200  Series. 

Audi  is  not  immune  to  the  seductive  lure  of  luxury. 

After  all,  the  new  100/200  Series  boasts  a  long  list  of 
indulgences.  Like  a  six-speaker  stereo  system.  Zebrano 
wood  inlays.  Private  reading  lamps  and  headphone  jacks. 
Heated  leather  seats,  available  both  front 
and  rear.  A  climate  control  system  with 
dual  temperature  sensors  And  a  power  seat  with  four- 
position  memory. 

But  Audi  also  believes  ail  that  is  mere  prologue  to 
the  ultimate  luxury— peace  of  mind. 

Which  is  why  the  new  100/200  Series  is  built  with 


Audi 


one  guiding  vision:  to  give  drivers  the  confidence 
of  control. 

From  Audi's  proven  front-wheel  drive,  with  its 
Centering  Steering  geometry.  To  the  highly  evolved 
manent  all-wheel  drive  Quattro.  From  the  quiet  reass 
of  Anti-Lock  Braking  (ABS).  To  the  precise  and  agilt 
rack-and-pinion  steering. 

Everything  has  been  designed  and  refined  to  h 
the  driver  take  control  of  the  unforeseen  and  the 
unexpected.  Right  down  to  the  radical  new  owners! 
protection  called  the  Audi  Advantage. 

For  example,  for  the  first  three  years  or  50,000 


he  no-charge  maintenance  and  limited  warranty 
aidi  Advantage*  means  all  repairs,  all  scheduled 
nance,  all  routine  oil  changes  are  all  paid  for.  The 
ilignments,  the  brake  pads,  the  wiper  blades,  you 
:.  Even  normal  wear-and-tear  is  covered,  except 
;  and  soft  trim,  of  course, 
short,  it  pays  for  virtually  every - 
ut  gasoline.  (An  owner  still  has 
>sponsibilities,  after  all;  so  there's 
levitable  fine  print  about  negli- 
ind  accidents.) 
le  Audi  Advantage  also  offers 


vm 


24-Hour  Roadside  Assistance.  A  full  decade  of  corrosion 
protection.  And  welcome  security  at  trade-in  time.  Thanks 
to  a  Guaranteed  Resale  Index  that  certifies  trade-in  value. 
It  is,  quite  simply,  a  better  way  to  own  a  car.  And 

best  of  all,  it  comes  with  a  better  car  to  own. 

Which  makes  us  wonder  if  the  new 
Audi  100/200  Series  is  truly  a  luxury. 
Or  a  necessity? 

*  Your  dealer  will  proudly  share  details  ofAudis  new  car  and  corro- 
sion perforation  limited  warranties,  and  the  other  programs  listed 
above  Roadside  Assistance  provided  by  the  U.S.A.C.  Motoring 
Division.  Inc  Guaranteed  Resale  Index  excludes  leases  Certain 
restrictions  apply  Not  all  features  described  are  included  on  every 
model,  for  more  information,  call  l-800-FOR-AUDl  €>1988  Audi 


AudiToday:  ProtectionWithout  Precedent. 
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Merv  swerves 


In  his  new  role  as  corporate  wheeler- 
dealer,  Merv  Griffin  is  running  into 
problems.  The  centimillionaire  for- 
mer talk-show  host  failed  to  sweet- 
talk  the  New  Jersey  Casino  Commis- 
sion into  letting  him  put  his  newly 
gained  ownership  of  Resorts  Interna- 
tional into  a  shell  company  and  put- 
ting the  shell  into  a  trust  until  he  gets 
his  gaming  license.  Griffin  needs  the 
shell  to  preserve  $200  million  in  tax 
losses,  so  his  people  are  pleading  his 
case  to  the  IRS.  If  the  taxman  says  no, 
Merv's  whole  deal  could  come  apart 
or  at  least  run  into  serious  delays. 

What's  more,  a  Drexel  Burnham 
preliminary  road  show  to  sell  the 
$325  million  of  bonds  Griffin  needs  to 
pay  for  Resorts  was  postponed.  Why? 
Because  of  regulatory  uncertainties, 
they  say,  but  there  arc  other  prob- 
lems. Holders  of  $550  million  in  ex- 
isting Resorts  debt  are  howling,  be- 
cause they  have  no  financial  cove- 
nants to  prevent  the  new  bonds  from 
becoming  senior  debt,  thus  diluting 
their  own  protection. 

If  it's  any  consolation,  Griffin's  old 
antagonist,  Donald  Trump,  is  having 
problems  of  his  own.  The  pair  settled 
their  battle  for  Resorts,  with  Griffin 
getting  the  company  and  Trump  tak- 
ing the  Taj  Mahal  hotel-casino  in  At- 
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Merv  Griffin,  cotporah  . 

Will  he  yet  advance  to  Boardwalk? 


lantic  City  (Forbes,  Aug.  22).  Merrill 
Lynch  is  trying  to  raise  $675  million 
to  enable  Trump  to  finish  construc- 
tion and  open  the  hotel-casino,  but 
with  interest  rates  higher  and  low- 
quality  bonds  in  some  disrepute,  it 
might  take  a  15%  coupon  to  move  the 
bonds,  which  as  Forbes  pointed  out 
put  most  of  the  risk  on  the  bondhold- 
ers and  leaves  most  of  the  potential 
profit  to  Trump.  The  prospectus  as- 
sumed a  13%  rate.  The  difference 
would  cost  Trump  nearly  $15  million 
a  year  in  a  deal  that  is  already  highly 
leveraged.  — Eric  Schmuckler 

More  trouble  in  Merv  land 

Griffin's  longtime  associate  Michael 
Nigris,  who  was  to  head  the  Resorts 
operation,  has  for  now  withdrawn  his 
application  from  the  New  Jersey 
Gaming  Commission.  Why?  Nigris' 
ties  to  a  controversial  fellow  named 
Ernest  Barbella. 

Barbella  heads  Morgan  Capital 
Corp.,  an  investment  firm,  but  his 
past  includes  a  consent  decree  with 
the  USDA  involving  payment  of  im- 
proper fees  to  supermarket  executives 
while  he  was  the  head  of  a  meatpack- 
ing company. 

What's  this  to  do  with  Nigris?  Until 
February,  Nigiis  was  a  director  of 
Morgan,  Barbella's  investment  firm, 
which  currently  shares  offices  and  a 
phone  with  the  Griffin  Co.  on  Third 
Avenue  in  New  York.  In  January  Er- 
aest  Barbella  signed  a  consent  decree 
with  the  Securities  &  Exchange  Com- 
mission involving  fraudulent  mis- 
statements in  a  stock  underwriting. 

Nigris  was  not  named  in  the 
charges.  "Mike  has  been  disassociat- 
ing all  his  business  relations  with 
Barbella  since  January,"  says  his  at- 
torney, David  Satz.  But  Merv  Griffin 
is  clearly  disturbed.  Says  he:  "I  was 
surprised  and  troubled  when  I 
learned  of  Mr.  Nigris'  involvement 
with  these  companies.  When  I  have 
all  the  facts  I  will  make  a  judgment 
about  his  future  involvement  with 
my  companies." — Lisa  Gubcrnick 

And  now,  a  vulture  fund 

Many  closed-end  funds  coming  to 
market  recently  have  been  pretty  bad, 
but  the  most  recent  entry  may  beat 
all.  Welcome  now  the  USF&G  Pach- 
older  Fund,  which  gives  retail  inves- 
tors the  golden  opportunity  of  invest- 
ing in  dross:  companies  in,  or  close  to, 
bankruptcy. 
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Its  investment  adviser,  Pacholde. 
Associates  of  Cincinnati,  is  a  five 
year-old  money  management  firm 
with  $1.5  billion  under  management) 
that's  co-owned  by  insurance  giant 
USF&G.  In  its  short  life,  Pacholdei1 
has  mostly  managed  junk  bond  port- 
folios. But  picking  morsels  out  of  car 
rion  is  a  risky  business,  obviously, 
and  investors  ought  to  be  able  to  see  a 
record  as  some  sort  of  indication  of 
the  fund  manager's  ability.  No  such 
luck.  Says  the  prospectus:  "The  advis- 
er has  experience  in  investing  in  high 
yield  corporate  securities,  but  has  had 
limited  experience  investing  in  Port- 
folio securities,"  the  kind  it  will  be 
investing  in  now. 

Inexperience  aside,  this  is  a  field 
that  has  been  attracting  more  and 
more  investors  and  the  pickings  are  a 
lot  slimmer  than  they  used  to  be.  The 
fund  wants  to  raise  $60  million.  It 
may  get  the  money.  With  brokers 
hard  up  for  commissions,  the  offering" 
will  be  sure  to  get  the  hard  sell.  How- 
ever, if  we  were  the  customers  we'd 
put  our  checkbooks  away  and  tell  the 
salespeople  to  get  lost. 

Liddygate? 

G.  Gordon  Liddy  of  Watergate  fame  is 
going  public — with  a  stock,  that  is. 
Last  month  Liddy  merged  his  surveil- 
lance and  antiterrorism  consulting 
firm  with  Castleton  Investors  Corp.,  a 
shell  company  whose  stock  trades  in 
the  pink  sheets  for  around  75  cents  a 
share.  Castleton  wants  to  raise  money 
for  Liddy's  operation  by  selling  new 
stock.  Liddy  himself  is  planning  to 
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ake  his  show  on  the  road  soon  to 
dtch  the  stock  and  talk  about  poten- 
lal  deals.  Such  as  a  S20  million  con- 
ract  with  an  unnamed  Third  World 
ountry,  "to  train  its  border  patrol," 
ind  a  $6  million  surveillance  contract 
vith  an  unnamed  U.S.  city.  This  is  big 
tuff  considering  that  Liddy's  compa- 
ly  did  maybe  S2  million  or  so  in  sales 
ast  year. 

Are  Liddy's  contracts  for  real-  The 
oiks  who  are  organizing  his  stock- 
idling  trip  will  say  only  that  Liddy's 
nystery  border  patrol  is  for  a  country 
|hordenng     on     Nicaragua.     Doesn't 
strike  us  as  a  stock  that  we'd  like  to 
>wn. — Peter  D.  Slatin 

Skins  game 

I  ack  Kent  Cooke,  owner  of  the  Wash- 
I  ngton  Redskins,  has  been  negotiating 
,vith  District  of  Columbia  authorities 
or  a  new  stadium,  but  last  month 
Zooke  abruptly  announced  plans  to 
mt  up  his  own  structure,  spending  up 
:o  SI 50  million.  All  the  city  must  do 
s  lease  him  the  land  and  pay  for  ac- 
:ess  roads  and  parking.  Cost  to  the 
;ity:  S75  million.  What  if  the  city 
salks  at  the  cost?  Cooke  hints  he  may 
:ake  his  'Skins  to  the  'burbs. 

The  city  proposed  its  own  S230  mil- 
lion stadium,  but  Cooke's  not  inter- 
ested. Why  not?  He  could  net  an  extra 
$20  million  a  season  if  he  builds  his 
own  stadium,  mostly  from  the  lucra- 
tive sky-boxes  he  has  in  mind.  And 
remember,  Cooke,  a  near  billionaire 
who  also  owns  New  York's  Chrysler 
Building,  the  Los  Angeles  Daily  News 
and  some  cable  systems,  is  used  to 
getting  his  own  way. — E.S. 

Poppa  bails  out 

For  the  past  three  years  Ryal  Poppa 
has  been  the  rehab  man  at  Storage 
Technology.  Once  a  highflier,  the 
disk  storage  company  fizzled  in  1984, 
when  it  filed  Chapter  1 1  proceedings. 
Poppa  led  the  company  out  of  bank- 
ruptcy last  year,  and  has  begun  to  eke 
out  some  earnings  for  shareholders. 
The  post-bankruptcy  restructuring 
led  to  loads  of  equity  dilution,  and  the 
stock,  which  traded  as  high  as  40  in 
1981,  languishes  around  2. 

Folks  who  are  bullish  on  the  stock 
got  something  of  a  surprise  recently 
when  they  learned  that,  during  the 
summer,  Poppa  sold  more  than  half 
his  Storage  stock — 300,000  shares — at 
about  S2.  (He  owns  options  on  addi- 
tional shares,  which  he  cannot  yet 
exercise.!  A  Storage  spokesman  says 
that  Poppa's  stock  sales  are  of  little 
concern  to  the  company.  Sharehold- 
ers might  feel  differently.  If  he  doesn't 
want  to  own  the  stock  at  S2,  how  can 
they  expect  it  go  higher? 
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Readers  Say 


Risky  business 

Sir:  Forbes  has  the  right  to  be  cynical 
about  the  European  Community  plan 
to  complete  its  single  market  by  1992 
("An  impossible  dream,"/"/)'  25),  but 
you  risk  doing  a  serious  disservice  to 
your  country  should  the  article  influ- 
ence U.S.  industrial  leaders  not  to  do 
anything  to  prepare  their  corporations 
for  what  is  happening  in  Europe. 
— Stanley'  Crossick 
Solicitor, 
C&L  Belmont 
Brussels,  Belgium 


Insider  lending 

Sir:  Your  story  "Know  thy  borrower" 
(Sept.  5)  focused  largely  on  the  premise 
that  we  were  making  excessive 
amounts  of  loans  to  directors.  City- 
trust's  loans  to  directors  are  among 
our  strongest  and  highest  quality 
credits,  although  they  account  for  less 
than  1%  of  our  total  assets.  In  fact,  we 
do  not  have  a  customer  who  is  more 
creditworthy  than  our  director  Ernest 
C.  Trefz,  who  was  the  apparent  target 
of  your  story. 

Mr.  Trefz  is  a  highly  successful  en- 
trepreneur who  is  very  strong  finan- 
cially and  is  one  of  our  most  desirable 
customers.  By  borrowing  from  City- 
trust,  he  is  not  taking  advantage  of  his 
position  as  a  director  and  major  share- 
holder. 

— George  F  Taylor 
Chief  Executive  Officer, 
Citytrust 
Bridgeport,  Conn 


Bad  reputation 

Sir:  "Broker  blues"  (Sept   5)  refers  to 
my  firm  as  "second-rate."  I  would  not 
want  to  jeopardize  your  magazine's 
reputation  with  my  second-rate  sub- 
scription. Cancel  my  subscription  ef- 
fective immediately. 
— Lucinda  V  Fairfield 
Vice  President, 
Boettcher  &  Co. 
Albuquerque,  NM 

Sir:  While  none  of  us  is  happy  about 
the  performance  of  our  brokerage  op- 
erations in  the  wake  of  the  market 
crash,  it  is  absolutely  amazing  that 
you  could  call  our  firms  "second- 
rate";  many  industry  observers  be- 
lieve that  they  are  the  leading  regional 


firms  in  their  territories. 

Nearly  all  the  businesses  we  are  in 
at  Kemper  are  cyclical,  so  if  you  focus 
on  our  segments  that  are  in  a  down- 
swing, you  can  always  find  some  rea- 
son to  hang  crepe.  Our  job  is  to  man- 
age our  way  through  cycles  for  long- 
term  growth.  We  have  a  pretty  good 
track  record  at  that,  as  is  evidenced  by 
Kemper  Corp.'s  average  annual  16% 
earnings  growth  over  the  last  decade. 
— Thomas  R.  Anderson 
Chief  Executive  Officer, 
Kemper  Financial  Cos.,  Inc. 
Chicago,  III. 


McMisinformation 

Sir:  Two  big  corporations  arguing 
over  the  right  to  create  "McWords" 
has  its  comic  aspects  (Fact  and  Com- 
ment. Aug  22 ),  but  it  is  a  serious  issue 
when  one  company,  because  of  its 
size,  claims  control  over  not  only  the 
words  it  has  created,  but  any  words 
that  begin  with  a  certain  sound. 

It  is  irresponsible  for  Forbes  to  pub- 
lish misinformation  from  Robert  C. 
Goizueta,  CEO  of  the  Coca-Cola  Co., 
incorrectly  stating,  "McDonald's  won 
its  case."  In  fact,  the  Federal  Court  in 
Baltimore  will  not  render  its  decision 
before  Sept.  21,  1988.  McSloppy  re- 
porting, I'd  say. 
— Robert  C  Hazard  Jr 
Chief  Executh  v  Officer, 
Qualm  International 
Silver  Spring,  Md 

Sir:  I  liked  your  editorial  a  lot.  Do  you 
think  we  could  just  submit  it  to  the 
judge  and  stop  paying  all  those  law- 
yers all  of  that  money? 
— Ronald  McDonald 
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ny  "McThanks"  (the  leqal  departmen 
d  I  could  say  that) ! 


Your  f  r  iend . 
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Sir:  In  1971  every  single  major  budget 
chain  used  a  reference  to  Scotland. 
Scottish  Inns,  Econo  Travel,  Days 
Inns  all  felt  they  needed  a  reference  to 
the  thnftiness  of  Scottish  people.  I 
suppose  that  means  to  say  that  Scot- 
tish thnftiness  is  the  only  acceptable 
way  of  being  cheap  in  America. 
McSlecp  merely  seeks  to  reinforce 
that  highly  acceptable  trait.  It's  a  darn 


shame  to  see  the  "capitalist  tool"  h 

come  the  "establishment  fool." 

— W.  Kindred  Powell  Jr. 

President, 

Enterprise  Financial  Consulting,  Inc. 

Atlanta,  Ga. 


Famous  for  her  quips 

Sir:  Having  read  "Never  in  front 
(Other  Comments,  Aug.  8),  about  Pamt 
la  Murdock  and  her  trip  in  the  Rolls 
Royce,  I  was  reminded  of  the  perf  ectl 
true  story  about  T.S.  Tailer's  daughte* 
Fern.  Fern  was  divorced  from  Davi 
Gimbel  and  had  received  their  Roll; 
Royce  in  the  separation.  Fern  dro\ 
her  Rolls  to  the  supermarket.  A  youn 
lady — very  nouveau  riche — had  als 
driven  her  Rolls  to  the  same  supei 
market,  and  parked  her  car  next  t 
Fern's,  determined  to  get  acquaintec 
When  Fern  appeared,  the  young  lad 
rushed  to  ask,  "How  do  you  like  you 
Rolls?"  Fern,  famous  for  her  quips 
gazed  down  from  her  6-foot  heigh 
and  answered,  "With  butter." 
— -James  Stewart 
New  York,  NY. 


Money  well  spent 

Sir:  As  the  largest  contributing  na 
tion,  the  U.S.  is  in  a  position  un 
matched  by  other  member  nations  t( 
influence  the  World  Bank's  policies  ir 
a  manner  consistent  with  U.S.  eco 
nomic  and  trade  interests. 

As  you  noted  in  the  editorial  (Fac 
and  Comment,  Aug.  8),  support  for  th< 
World  Bank  GCI  makes  good  business 
sense.  In  fiscal  year  1987  alone,  U.S 
businesses  supplied  $1.6  billion  ir 
goods  and  services  to  World  Bank 
financed  projects.  This  is  more  thar 
the  combined  total  of  all  U.S.  paid-ir 
contributions  to  the  Bank  since  its 
founding  in  1946. 
— M  Peter  McPherson 
Acting  Secretary, 
Department  oftlye  Treasury 
Washington,  D.C 


Active  marginatum 

Sir:  I  take  exception  to  your  com- 
ments about  "accountants'  unimagi- 
native sharp-pencil  wanding"  (Fact 
and  Comment,  Aug.  8).  It  is  the  hyper- 
active imagination  of  some  accoun- 
tants that  make  the  balance  sheet 
whiz,  the  income  statement  sizzle 
and  the  legal  eagles  pray  and  prey. 
—G  Robert  Beck,  CPA 
LaGrange,  Ga. 
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When  yourhorizons  expand, 
so  snouldyourcanyon. 


Whether  your  travel  plans  call  for 
London  in  the  morning  or  Los  Angeles  at 
midnight,  it's  time  you  examined  the  Lark 
expandable  carry-on. 

With  little  effort,  you  can  easily  enlarge 
our  unique  carry-on  by  50  percent.  And 
that  makes  it  the  ideal  travel  companion  for 
those  overnight  business  trips  or  week-long 
conferences. 

Plus,  unlike  some,  the  Lark  carry-on 
continues  to  look  great  long  after  it's  been 


removed  from  the  showroom  floor. 

Thafs  because  each  one  is  treated  with 
Dupont  Teflon®  so  it  repels  water  and  stains. 
Each  is  carefully  hand-crafted,  sporting 
all-leather  handles,  and  solid-brass  zippers. 
Best  of  all,  each  carry-on  is  fully  lined. 

When  your  horizons  ex-   }  @ 

pand,you  need  the  carry-    /  7 

on  that  expands  along      /    " 
with  them.  The  Lark     j__  S 

expandable  Carry-On.      Luggage  for  your  expanding  needs?' 


How  do  you  find  your 

bearings  when 
the  landmarks  float? 


In  this  world  of  floating  interest 
rates  and  rapidly  shifting  foreign 
currency  values,  businesses  must 
learn  to  navigate  in  a  highly  complex, 
increasingly  volatile  environment. 

At  Chemical  Bank,  we  specialize 
in  helping  our  clients  weather  perilous 
financial  environments.  In  fact, 
Chemical's  expertise  can  help  your 
company  gain  a  competitive  edge 
through  more  efficient  and  imagina- 
lement  of  your  interest 


rate  expense  and  foreign  market 
exposure. 

Our  commitment  and  experience 
are  respected  throughout  the  world. 
Chemical  Bank  is  ranked  number  one 
and  two  worldwide  in  forex  forecast- 
ing and  foreign  exchange  trading  by 
the  Euromoney  Corporate  Finance 
survey  of  corporate  treasurers.  And 
we're  a  major  force  among  banks  the 
world  over  in  providing  products  that 
help  protect  our  customers  from 


the  adverse  impact  of  interest  r 
fluctuations. 

As  the  world  gets  smaller,  \ 
risks  loom  larger.  Backed  by  exp 
ence,  technology  and  a  large  cap 
base,  Chemical  can  help  you  char 
course  based  upon  your  particul 
needs  now  and  in  the  future.  At 
that,  it's  smooth  sailing. 

CkmicalBaim 

The  bottom  line  is  excellen 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WILL  THE  JUDGE  ALSO  PRESIDE  OVER  EASTERN  AIR  LINES'  BANKRUPTCY? 

A  federal  judge  okayed  Eastern's  slash  of  many  of  its  where  to  find  the  payroll.  If  such  rulings  bankrupt  the 

moneylosing  flights  and  related  operations  but  refused  the  carrier — this  one's  been  reversed  for  the  moment — can't 

carrier  permission  to  lay  off  4,000  involved  employees.  Eastern  and  its  stockholders  sue  the  federal  judge  or  his 

Incredible — unless  the  judge  is  going  to  tell  Eastern  employers — us? 

THIS  TIME  IT'S  THE  BASS  WHO'S  LANDING  THE  BIG  FISH 

Robert,  that  is. 


OPPONENTS  OF  PLANT  CLOSING  NOTICES  DO  HAVE  HEARTS 


but  they  also  have  heads. 

And  as  heads  of  companies  that  want  to  stay  alive  and  to 
grow,  they  know  what's  behind  the  new  legal  requirement 
for  60  days'  public  notice  of  plans  to  close  a  plant.  The  aim 
isn't  simply  fairness  to  workers,  isn't  simply  to  give  them 
60  days  to  absorb  and  adjust. 

The  real  purpose  is  to  give  mayors  and  governors  and 


unions  and  all  others  involved  time  to  organize,  to  put 
heat  on  to  prevent  the  closure.  And  barring  that,  to  try  and 
extract  some  form  of  costly  quid  pro  quo. 

Governor  Dukakis  made  the  point  when  campaigning  in 
Erie,  Perm.:  "When  1,000  steel  jobs  disappear  in  Erie, 
something  is  wrong."  In  other  words,  plants  and  people 
should  be  locked  in  to  the  status  quo.  Which  is  exactly 


CAP  WEINBERGER  TO  BECOME  FOURTH  FORBES  PUBLISHER 


During  the  71  years  that  have  passed  since  my  father 
founded  Forbes  Magazine  in  1917,  we  have  had  three 
publishers.  Dad  held  that  title  (among  others)  until  his 
death  in  1954.  At  that  time  I  became  Editor  and  Publish- 
er. Twenty-two  years  ago,  we  reached  out  for  a  publisher, 
wooing  Jim  Dunn,  then  director  of  advertis- 
ing at  Life,  to  join  Forbes  Magazine.  Forbes' 
growth  in  those  years  has  been  extraordinary. 

Jim  and  I  used  to  joke  that  we  would  not 
be  leaving  our  jobs  here  until  we  were 
carried  out  feet  first.  But  a  little  while  ago 
Jim  (68)  told  us  he  had  changed  his  mind 
and  decided  to  go  out  on  his  own  feet  and 
spend  more  time  with  his  wonderful  wife 
and  great  family. 

So  my  sons  and  I  gave  much  thought  to  a 
successor.  It  happened  that  I  was  going  to 
be  with  Cap  at  a  dinner  a  couple  of  days  after  our 
Think  Tank  session,  and  there  was  unanimous  enthu- 
siasm for  sounding  him  out.  Who  else  has  had  such  a 
broad  range  of  responsibility  and  experience  in  both 
the  public  and  private  sectors? 

My  conversation  with  Cap  that  evening  was  delight- 
ful. Our  proposal  struck  a  happy  nerve.  It  turned  out  that 


he  regards  journalism  and  publishing  as  his  first  love, 
despite  a  Harvard  Law  School  degree.  Graduated  Phi 
Beta  Kappa  and  Magna  Cum  Laude  from  Harvard,  the 
longtime  former  Secretary  of  Defense  had  been  under- 
graduate president  of  the  university's  famed  daily,  The 
Hanard  Crimson.  He  had  been  a  syndicated 
columnist  for  a  chain  of  weeklies. 

Cap  will  be  doing  an  editorial  commentary 
in  every  issue  of  Forbes,  immediately  fol- 
lowing Fact  and  Comment  I  and  II,  in  addi- 
tion to  the  manifold  other  responsibilities 
that  go  with  the  post  of  publisher. 

He  brings  to  our  councils  years  of  conse- 
quential experience,  having  served  as  Budget 
Director  under  Nixon,  Secretary  of  Health, 
Education  and  Welfare  under  both  Nixon 
and  Ford,  and  in  business  as  a  key  top  execu- 
tive with  the  Bechtel  Group,  before  he  began  his  seven 
years'  overseeing  the  Defense  Department's  vastest 
peacetime  growth  in  U.S.  history. 

We  are  really  happy  to  have  Casper  Weinberger 
aboard.  He'll  add  an  encompassing  dimension. 

And  he  is  genuinely  enthusiastic  about  becoming 
active  again  in  his  first  love — journalism  and  publishing. 
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why  for  so  many  years  Britain's  outmoded  steel  plants 
could  not  be  closed,  swollen  payrolls  reduced.  The  result 
was  a  British  steel  industry  that  almost  choked  to  death  on 
its  own  totally  uncompetitive  prices,  both  in  the  world 
and  at  home. 

A  number  of  countries  in  Europe  have  so  many  costly 
legal  obstacles  to  closing  any  company  operations  that  a 
major  management  objective  is  to  avoid  opening  new  ones 
if  there's  any  alternative. 

When  the  Common  Market  becomes  a  common  one  40 
months  from  now,  those  countries  that  thus  immobilized 
their  producers  will  have  to  unfetter  them  before  nimbler 


competitors  overrun  them  in  the  marketplace.  Spai 
Prime  Minister  Felipe  Gonzalez  puts  it  clearly:  He  pre 
to  subsidize  a  new  technology  company  and  pay  une 
ployment  benefits  rather  than  prop  up  an  industry  that  1 
no  demand. 

For  the  U.S.  to  enact  a  law  about  fair  and  reasonal 
severance  pay  is  one  thing.  But  setting  up,  by  law, 
situation  that  hobbles,  cripples  the  ability  of  companies 
change  and  move,  to  close  the  obsolete,  to  move  into  n< 
areas  and  products  is  a  whole  other  thing. 

The  ability  to  move  and  to  change — mobility — is  at  t 
very  heart  of  our  competitive  free  enterprise  system. 


THE  AMERICAS  CUP  RACE  RESULTS  SERVE  THE  KIWIS  RIGHT 


It  was  the  craziest  Cup  race  ever. 
Our  New  Zealand  friends  tried  to  pull  a  fast  one  when, 
under  an  old  Rules'  technicality,  they  suddenly  came  up 

with  a  surprise  challenge, 
using  a  huge  132-foot  sloop, 
manned  by  a  crew  of  40, 
instead  of  the  12-meter  size 
that  has  prevailed  for  the 
last  third  of  a  century. 

When   the   courts   upheld 
their  legal  right  to  bust  these 
gentleman  's-agreement     pe- 
rimeters, spunky,  sparky  San 
132-foot  Goliath  Diego  turned  'em  on  their  ear 


by  using  the  same  rule  evoked  by  the  Down  Unders 
defend  with  a  swift-in-the-wind  60-foot  catamaran. 

This  Laurel-and-Hardy  match-up  had  a  David-and-Go-! 
ath  ending.  Poetic  justice. 

Now,  the  gentleman's  Cup 
challenge  agreements  should 
again  rule  these  sporting 
waves. 


In  the  same  line  of  thought 
and  hope,  may  we  soon  see 
the  last  of  Cup  races  that  fea- 
ture spinnakers  ablaze  with 
advertising. 


60-foot  David 


"ONCE  A  MARINE,  ALWAYS  .  . 


Every  service  has  its  pride  but  none  more  so  than  the 
Marine  Corps.  Traditionally  it's  served  as  our  nation's 
military  cutting  edge.  In  times  of  strained  peace,  marines 
are  sent  to  be  America's  "presence." 

Not  so  long  ago  the  Corps  got  splattered  with  some 
adverse  publicity.  There  were  reports  (they  turned  out  to  be 
considerably  overblown)  about  a  couple  of  Marines  in 
Moscow  being  seduced  by  full-blown  Red  versions  of  Mata 
Han  into  exposing  U.S.  security  matters 

Such  security  aberrations  among  Marines  really  hit  the 
fan  because  they  are  so  rare. 

A  recent,  starkly  brilliant  piece  m  TV  Guide  reminds  us 
anew  what  a  vital  part  combat  Marines  play  in  keeping 
America  "the  land  ol  the  tree,  and  the  home  of  the  brave." 
Writes  every  journalist's  favorite  columnist-editor-com- 
mentator,  |im  Brady,  recollecting  his  days  on  The  Killing 
Fields  of  Korea: 

One  night  that  tirst  week  the  Koreans  hit  us  with  maybe 
400  rounds  of  mortar  and  artillery  in  15  minutes  and  then, 


I  never  realized  how  waxy  a  dead  man's  face  looks.  .  .  . 

"A  trade-school  man  joined  the  battalion,  an  Annapoll 
graduate.  That  was  something  classy  to  brag  about,  oil 
very  own  Annapolis  man.  He  was  killed  the  third  or  fourt 
day  by  a  mortar.  Four  years  at  Annapolis  and  he  didn't  livj 
out  a  week.  1  never  even  got  to  meet  him. 

"When  we  came  down  off  the  hill  that  time  at  the  end  d 
February,  they  burned  our  clothes. 

"On  Memorial  Day  we  went  up  a  hill  called  Yoke.  Forty! 
eight  of  us  went;  32  were  hit.  The  Chinese  were  in  trench 
cs  on  top  and  they  just  rolled  grenades  down  on  us  and  w 
got  caught  in  the  wire  and  the  mines. 

"We  called  in  artillery  and  it  came  over,  just  lovcl> 
hitting  30  or  40  yards  up  the  hill  above  where  we  lay 
hitting  the  Chinese.  That  was  the  first  time  I  realized  yoi 
could  actually  see  105-mm  shells  in  the  air,  small  an(| 
black  and  swift.  I  lay  with  my  face  in  the  dirt,  wondenn 
about  short  rounds,  scared  and  feeling  naked.  .  .  . 

"The  war  would  continue  another  year.  We  Nifferei 


following  close  behind  the  barrage,  came  up  at  us  through  more  than  157,000  casualties,  54,000  of  them  deaths.  Tha 

the  wire.  We  killed  most  of  them,  including  one  who  was  was  lust  the  Americans.  No  one  ever  compiled  a  total, 

trving  to  stuff  a  grenade  down  the  stovepipe  of  a  bunker.  At  "In  August  the  Marine  Corps  notified  me  my  footlockei 

r  four  of  them  were  hanging  on  the  barbed  wire,  had  been  shipped  back  and  I  could  pick  it  up  at  Grant 
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Central  station.  My  brother,  a  college  boy,  drove  over  with     er,  the  coffins  were  stacked,  each  with  its  American  flag 

ene  to  get  it.  It  was  stored  in  the  depot  cellar,  where  they     neatly  lashed  on. 

r  lold  lost  baggage  and  such.  There,  along  with  my  footlock-         "I  had  come  home.  And  so  had  they." 

TOUR  NAME  CAN  BE  ON  THE  COVER  OF  THE  FORBES  400  RICHEST 


When  we  were  working  on 
copy  heralding  the  forthcoming 
Oct.  24  annual  Forbes  listing  and 
bio-ing  of  America's  Four  Hun- 
dred Richest,  we  agreed  to  contin- 
ue the  traditional  cover  that  car- 
ries all  their  names.  In  that 
connection,  I  recalled  chuckles 
provided  by  one  subscriber  who 
wrote  what  fun  he  had  with 
friends  by  proclaiming  that  his 
name   was    on   the   Forbes   Four 


Yours  can  be  among  the  names 
on  the  Forbes  400  Richest  Americans  cover. 

Vim  can  pay  14  ?$  and  get  Forbo  400  Richer.!  Amerx«n>  iuuc  on  the 
ncround  or  you  can  pa)  jutt  five  Chilian  nrnrc  and  ret  (hit  Hipei  iuuc  plui 
the  ncit  «■ Mi  iwuci   D*  tott  mail  Ih*  rntkwd  form  right  i-i» 

The  R.rbo  -  400'   cvmes  out  in  October   l'*e  imivt  your  order 

by  September  )0lh.  yovi  tubicnpiion  *ill  include  mil  mat   The  DuPontv 

the  Melloruandthe  Roclefellcn  —ill  he  there    Won  t  iou  pin  them'' 


Hundred  cover.  After  accepting  a 
few  bets,  he  proceeded  to  show 
them  his  address  label  smack  on 
the  front  of  that  famed  annual. 

It  occurred  to  me  that  perhaps  it 
would  be  a  fun  gimmick  to  lead  off 
a  Forbes  subscription  offer  with 
the  declaration  that  "Yours  can  be 
among  the  names  on  the  Forbes 
400  Richest  Americans  cover." 

Do  you  suppose  this  hook  will 
work? 


A  COUPLE  OF  CHUCKLES  THAT  PRECEDED  THE  CHOKE  HOLDS 

Broadway  boffo  humorist  Jackie  Mason  on  Mike  Duka-  looks  like  he  passed  away  and  didn't  tell  anyone  about  it." 
kis:  "I  never  met  him.  Then  again,  I  wouldn't  remember  if  Jesse  Jackson  on  George  Bush:  "Sure,  Bush  has  met  a  lot 
I  did.  He  doesn't  make  that  strong  of  an  impression.  He     of  foreign  leaders,  but  a  substantial  number  were  dead." 


AMBITION  IS  BEST 

not  naked. 


SELF  SYMPATHY 

destroys  one's  self. 


BOOKS 


AMERIC 

t  REPBClfH  K) 


•  America:  A  Rediscovery — 

by  Lance  Morrow  (Henry  Holt 
&  Co.,  $35).  Lance  Morrow  is 
one  of  the  most  lucidly  intelli- 
gent essayists  in  the  country. 
He's  a  real  jewel  in  Time's  ti- 
ara. This  colorfully  splendifer- 
ous volume  provides  an  evoca- 
tive/provocative depiction  of 
the  diversity  that  makes 
America.  The  1 70  full-color  photographs  prove  that  Mor- 
row is  also  a  picture  picker  par  excellence. 
•  The  Arts  of  Beauty  or  Secrets  of  a  & 
Lady's  Toilet  with  Hints  to  Gentlemen 
on  the  Art  of  Fascinating — by  Madame 
Lola  Montez,  Countess  of  Landsfeld 
(Ecco  Press,  $4.95).  A  titillating  trea- 
sure trove  of  titivating  tips  from  one 
who,  150  years  ago,  danced  her  way  into 
the  hearts  and  beds  of  those  days'  Best. 

Excerpts:  When  Aristotle  was  asked  why  everybody  was  so 
fond  of  beauty,  he  replied,  "It  is  the  question  of  a  blind 
man. "  Socrates  described  it  as  "a  short-lived  tyranny. "... 
Let  not  man  call  beauty  vanity  until  he  becomes  himself  so 
morally  purified  and  intellectually  elevated  that  he  would 
prefer  the  society  of  an  ugly  woman  of  genius  to  that  of  a 


great  and  matchless  beauty  of  less  intellectual  acquire- 
ments. .  .  .  I  advise  everybody  who  has  weak  hair  to  avoid 
wearing  nightcaps.  .  .  .Youmay  ask  [a  lady]  if  she  is  always 
particular  to  shut  her  eyes  on  retiring  to  bedl  She  will  ask 
why?  And  you  will  answer,  Because  if  you  do  not,  I  fear  that 
the  brightness  of  your  eyes  will  burn  holes  in  the  blanket,  or 
set  the  house  afire!  This  kind  of  compliment  is  of  the  most 
delicate  nature,  and  will  be  certain  to  impress  the  lady, 
especially  if  she  is  a  person  of  sense,  with  the  sincerity  and 
purity  of  your  intentions. 

#  Paris  by  Night — by  Brassai 
(Pantheon  Books,  $39.95). 
Famed  for  his  grainy  photo- 
graphs in  The  Secret  Paris  of  the 
30's,  Brassai's  recently  reprinted 
companion  volume  is  nothing 
like  as  evocative  or  truly  as  de- 
pictive as  the  words  in  the 
book's  foreword  by  Paul  Mo- 
rand.  A  half-century  after  his 
lights  flashed,  most  of  these  pictures  appear  stilted,  trite. 

Excerpt:  Foreword:  Paris  can  be  uncannier  atnightthan  any 
"haunted  woodland,"  more  alarmingthan  the  underworlds 
of  London,  Chicago  or  Berlin.  "In  all  great  cities  there  are 
zones  which  reveal  their  true  character  only  after  dusk.  By 
day  they  wear  a  mask,  assume  a  look  of  good-fellowship 
that  hoodwinks  even  the  astute.  When  the  mghtmists  rise, 
such  places  wake  to  life  that  is  a  parody  of  death." 


FORBES,  OCTOBER  3,  1988 


19 


**?-*tt  hi  i 


THE  MERCEDES-BENZ  S-CLASS: 
FEW  CARS  HAVE  THE  SAME  PRIORITIES.  AND  NONE 

PLACES  SO  MANY  SO  HIGH. 


A  thousand  names  have  briefly  flashed  across 
the  automotive  cosmos.  The  name  of  Mercedes- 
Benz  has  been  shining  bright- 
ly for  slightly  more  than  one 
hundred  and  two  years. 

What  has  created  the 
timeproof  lustre  of  Mercedes- 
Benz  is  the  engineering  credo 
behind  it:  the  best  auto- 
mobile is  the  complete  automo- 
bile—so pursue  balance  above 
all.  Shun  extremes.  And  place 
equal  priority  on  every  measur- 
able facet  of  automotive 
excellence.  The  sedans  of  the  Mercedes-Benz 
S-Class  exemplify  this  credo. 

Each  is  a  big,  spacious,  limousine- 
quiet  sedan  capable  of  serving  as  a  mobile 
boardroom.  Each  is  simultaneously  a  big, 
quick,  robust  sedan  capable  of  shrinking  500 
miles  of  European  autoroute  to  a  routine 
four-hour  run. 

Each  S-Class  sedan  balances  plush 
riding  ease  with  roadholding  tenacity.  Breath- 
taking acceleration  with  powerful,  stable,  ABS- 
augmented  braking.  And  rigid  structural  solid- 
ity with  burnished  running  smoothness. 

The  priorities  of  highly  innovative 
technology  never  override  the  priority  of  high 
reliability.  From  the  anti-corrosion  wax  injected 


deep  into  its  body  cavities,  to  as  much  as  34 
pounds  of  undercoating,  to  a  robotically  precise 
five-step  painting  process, 
every  S-Class  sedan  is  built  to 
endure.  In  part  by  being  built 
to  a  quality  standard  that 
prompted  one  journal  to  ask, 
"How  is  it  that  Benzes  fit 
together  better  than  anything 
else  in  the  world?" 

And  balancing  these 
basic  automotive  aims,  a 
basic  human  aim:  the  well- 
being  of  the  occupants.  No 
S-Class  engineering  priority  exceeds  the  pri- 
ority of  safety.  For  example,  the  Supplemental 
Restraint  System  with  its  drivers-side  air  bag 
was  pioneered  in  America  in  the  sedans  of  the 
Mercedes-Benz  S-Class. 

You  can  choose  from  four  S-Class 
sedans:  the  560  SEL  and  420  SEL  V-8s,  and  the 
300 SEL  and  new  300 SE  six-cylinder  models.  If 
your  key  priority  is  excellence  in  every  way 
automotive  excellence  can  be  measured,  call 
or  visit  your  authorized  Mercedes-Benz  dealer 
today.  They  will  be  pleased  to  arrange  an  S-Class 
test  drive. 


Engineered  like  no  other  car  in  the  world 


©  1988  Mercedes-Benz  of  N.  A.  Inc..  Montvale.NJ. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


It  Costs  More 

House  and  Senate  records  disclosed 
that  the  cost  of  lobbying  had  climbed 
in  1987  to  $63.6  million.  The  biggest 
spender  ($2.9  million)  was  the  Nation- 
al Committee  to  Preserve  Social  Secu- 
rity and  Medicare,  which  has  frequent  - 
ly  intimidated  the  elderly  into  donat- 
ing even  when  no  one  was  attacking 
their  benefits.  But  what  was  second,  at 
$2.56  million?  Common  Cause,  the 
citizens'  lobby  that  claims  other  inter- 
est groups  corrupt  Congress. 

— Time 


NOt  So  Expert 

"Video  won't  be  able  to  hold  onto 
any  market  it  captures  after  six 
months.  People  will  soon  get  tired  of 
staring  at  a  plywood  box  every  night." 
— Darryl  F.  Zanuck,  head  of  20th  Cen- 
tury-Fox Studios,  c.  1946,  The  Experts 
Speak,  by  C.  Cerf  and  V.  Navasky 

"Cap"  Comments 

The  consensus  at  business  maga- 
zines was  that  Malcolm  Forbes  had 
pulled  off  a  spectacular  business  and 
public  relations  coup  with  the  ap- 
pointment of  former  Defense  Secre- 
tary Caspar  Weinberger  as  publisher 
of  Forbes  magazine. 

A  big  part  of  a  magazine  publisher's 
job  is  bringing  in  the  advertising  that 
brings  in  the  bacon,  and  his  fellow 
publishers  agree  that  Weinberger 
should  keep  Forbes  well  fed — and  the 
competition  on  the  prowl. 

"It's  a  stroke  of  genius  on  Mal- 


colm's part,"  said  Clay  Felker,  editor 
of  Manhattan,  inc.  "If  they  don't  take 
advertising  he  will  send  in  an  air 
strike — he'll  bomb  them!" 

"It  certainly  fits  the  Forbes  role  of 
the  high-profile  access  to  the  top," 
said  Douglas  Mclntyre,  publisher  of 
Financial  World. 

Most  welcomed  Weinberger  with 
open  arms.  "We  are  delighted  that  a 
man  of  this  caliber  has  chosen  to  join 
the  publishing  fraternity,"  said  Jack 
Patten,  publisher  of  McGraw-Hill's 
Business  Week 

Would  another  magazine  make  a 
similar  move?  Anything  is  possible  at 
Manhattan,  itic  Said  Felker:  "If  Ronald 
Reagan  wants  a  job  here  we  can  make 
things  very  attractive  for  him." 

— New  York  Post 

*  *  * 

"If  he  does  for  Forbes  what  he  did  at 
the  Pentagon,  Malcolm  will  have  to  sell 
his  yacht,"  says  Theodore  Levitt,  edi- 
tor of  the  Harvard  Business  Review. 

Jokes  were  flying  over  at  rival  For- 
tune magazine  about  Cap  Weinber- 
ger's new  job  as  publisher  of  Forbes. 

A  sample:  Donald  Trump  just 
bought  a  yacht  bigger  than  Mal- 
colm's. Guess  Forbes  figures  Weinber- 
ger can  get  him  a  great  deal  on  a 
nuclear  carrier. 

After  years  of  dealing  with  a  high- 
tech  navy  and  supersonic  aircraft,  Cap 
is  probably  happy  settling  down.  Just 
a  simple  yacht — and  a  balloon. 

— USA  Today 

» *  * 

Much  of  |  Weinberger's)  time  will  be 
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'Jonah!  When  did  yon  get  out?" 


devoted  to  writing  a  column  for  the 
magazine,  evaluating  the  events  of 
the  day. 

"The  kind  of  advice  that  he  used  to 
receive,  he  will  now  be  giving," 
Forbes  said. 

— New  York  Daily  News 

Singer  in  Space? 

Cape  Canaveral,  Fla.:  Singer  John 
Denver,  who  has  sought  unsuccessful- 
ly to  be  a  passenger  on  the  U.S.  space 
shuttle,  has  asked  the  Soviet  Union  for 
a  ride  aboard  its  Mir  space  station. 

"The  Soviets,"  reported  Aviation 
Week  &  Space  Technology',  "responded 
with  two  conditions.  They  told  Den- 
ver they'd  charge  him  $10  million  for 
the  ride  and  that  he  had  to  get  permis- 
sion from  the  U.S.  government. 

"The  State  Department  took  its 
customary  cautious  approach,  advis- 
ing Denver  it  was  taking  'no  position' 
on  the  matter — effectively  putting  it 
back  into  the  hands  of  the  Soviets." 
— Associated  Press 


Always  do  sober  what 
you  said  you'd  do  drunk: 
That  will  teach  you 
to  keep  your  mouth  shut. 

— Ernest  Hemingway 


Keep  It  Secret 

The  Democrats  are  campaigning 
on  "Me  Too"  Reaganism,  with  Du- 
kakis planning  to  be  closer  to  Presi- 
dent Reagan's  foreign  policy  than 
Bush — easily  the  most  preposterous 
boast  since  Hart  said  he  had  nothing 
to  hide  and  invited  reporters  to  fol- 
low him  day  or  night.  Whether  Du- 
kakis can  keep  his  affair  with  classic 
Democratic  liberalism  secret  is  the 
question  that  will  determine  the  out- 
come of  this  campaign. 

— John  McLaughlin,  New  York  Times 

Forms 

My  wife  was  nearly  apoplectic  on  a 
trip  to  India  when  I  stated  clearly  that 
my  "Reason  for  Visit"  was  "To  over- 
throw Government."  I  confess  that 
even  I  was  a  bit  shaky  when  the  large 
Sikh  at  Immigration  peered  at  the  card 
over  his  netted  beard,  but  he  was  only 
interested  in  whether  the  number  on 
the  Disembarkation  Card  tallied  with 
that  on  my  passport.  Evidently  his 
special  thing.  He  smote  his  stamp 
lustily  and  we  scurried  past  his  gate. 
— Tarzie  Vittachi, 
Conde  Nasi  Traveler 
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Bodine  Assembly  Systems  - 

Experience  in 
Applying  New  Technology 


Your  factory  floor  should  be  designed  to  make 
profits,  not  to  experiment  with  new,  unproved 
approaches  to  factory  automation. 

That  is  why  manufacturers  industrywide  turn 
to  Bodine  -  the  world's  most  experienced  builder 
in  small  parts  assembly  systems.  For  over  50  years, 
the  Bodine  name  has  meant  quality,  pre- 
cision and  high  productivity  in  automatic 
assembly. 

At  Bodine,  we  feel  that  staying  a 
step  ahead  of  the  industry  is  the  way  to 
keep  up  with  your  needs.  The  modular 


BadittB 

ASSEMBLY  SYSTEMS 


construction  of  The  Bodine  Assembly  System 
guarantees  future  flexibility  -  it  can  accommodate 
minor  product  changes  or  new  products  altogether. 
The  systems  that  we  build  today  combine 
emerging  technology  with  our  extensive  experience 
in  providing  successful  assembly  solutions. 

Let  Frank  J.  Riley  or  William  Bodine 
tell  how  we  might  help  you. 

Call  the  Bodine  Corporation  - 
The  Name  in  Successful  Assembly. 
P.O.  Box  3245,  Bridgeport,  Conn.  06605 
Tel:  203/334-3107;  FAX  203/334-4007. 
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FIVE  GRAND  HOTELS. 
ONE  GREAT  CARD. 

\'o  other  hotels  treat  you  in  the  grand  stvle  that  i 
_  trademark  of  the  Fairmont  Hotels.  Style  that  in- 
.ides  luxurious  rooms  and  suites,  aw  ard-winning 
restaurants,  famous  entertainers,  uncomprorr 
ing  personal  service— and  our  special  Presidei 
Hub  for  business  travellers.  (For  information  on 

tsion  800). 

And  with  the  American  Express  Card,  you'll 
get  all  the  benefits  that  come  from  using  the  Card 
rated  best  by  frequent  business  travellers  for  travel 
and  entertainment.  To  guarantee  your  Fairmont 
room  with  the  American  Express  Card,  call 

THE  FAIRMONT  HOTELS 


A  FAMILY  OF  GRANT)  HOTELS 
(800)  527-4727 


San  Francisco 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Kditor-in-Chief 


DUKAKIS'  PRINCIPAL  HOPE  NOW 


is  to  play  effectively  on  the  unfocused,  but  genuine,  anxi- 
eties felt  by  millions  of  voters  about  the  economy:  that 
they  have  not  participated  fully  in  the  economic  boom, 
that  the  future  won't  be  as  good  as  the 
present,  and  that  somehow  the  U.S.  is  los- 
ing its  edge  in  the  world  economy. 

Bush  could  dish  Dukakis  in  this  area  by 
stressing  several  valid  points. 

We're  not  alone  The  sweeping  changes 
that  have  buffeted  the  U.S.  economy  are 
not  a  uniquely  American  phenomenon — 
they've  hit  all  the  industrial  nations. 

Were  doing  better  In  terms  of  job  creation  (including 
high-paying  ones),  of  technology  (despite  well-publicized 
Japanese  successes,  the  U.S.'  share  of  the  computer  and 
software  world  markets  is  growing),  of  investment  (50% 
higher  than  five  years  ago),  of  growth  in  manufacturing 
productivity  and  output  (the  best  we've  ever  done  in 


peacetime),  the  U.S.  has  adjusted  to  these  winds  of  change 
more  successfully  than  any  other  nation,  including  Japan. 
The  best  is  yet  to  come.  The  principles  (lower  taxes,  less 
regulation,  more  individual  choice  and  re- 
sponsibility) behind  these  fabulous 
achievements  are  applicable  to  education, 
the  environment,  child  care  and  health, 
not  to  mention  achieving  more  prosperity. 
The  GOP  standard-bearer  has  already 
confounded  pundits  and  impressed  voters 
with  the  vigorous,  surefooted  way  he  has 
conducted  his  campaign.  He  turned  the 
tables  on  child  care;  he  hasn't  flinched  from  advocating  a 
capital  gains  tax  reduction  despite  Democratic  taunts  of 
helping  the  rich;  and  he  has  deftly  used  the  Pledge  of 
Allegiance  issue  to  highlight  the  fundamental  differences 
between  himself  and  his  opponent  on  defense  and  on 
values.  If  Bush  tackles  the  "anxiety  issue, "  he  will  triumph. 


CALM  DOWN,  BRITAIN,  YOU'RE  IN  GOOD  SHAPE  (AND  SO  ARE  WE) 


Thatcher's  red  ink 


British  economists  and  financiers  are  in  a  dither  over  the 
Sceptered  Isle's  ballooning  trade  deficit.  As  a  result,  the 
Thatcher  government  has  boosted  short-term  interest 
rates  from  7Vi%  to  12%. 

The  apprehension  is  utterly  misplaced.  The  British  are 
misinterpreting  those  trade  numbers 
just  as  we  have  done  with  ours. 

American  investors  and  executives 
have  a  stake  in  all  of  this.  Too  many 
economists    and    policymakers    are 
making  a  fundamental  mistake  in  the  way  they  look  at  trade 
figures,  one  that  can  be  very  costly  in  lost  economic  growth. 

Trade  deficits  or  surpluses  are  meaningless  in  measuring 
the  health  of  an  economy.  The  U.S.  had  a  trade  surplus 
during  the  depths  of  the  Depression — was  this  surplus  a 
sign  of  vibrancy?  Nor  does  inflation  result  from  a  trade 
deficit.  In  the  late  1970s  the  U.S.  had  a  balanced  trade 
account — and  double-digit  inflation.  Japan  in  the  Fifties 
and  Sixties  had  huge  trade  deficits — and  little  inflation. 

A  trade  deficit  is  not  the  equivalent  of  a  company's  losing 
money.  Cash  flow  would  be  a  better  analogy.  A  vibrant 


Britain  'sTrade^Jitters) 


company  may  need  considerable  capital  to  finance  growth; 

negative  cash  flow  here  is  hardly  a  sign  of  ill-health. 
Overseas  capital  is  pouring  into  Britain  because,  for  the 

first  time  in  a  century,  its  economy  is  performing  better 

than  those  of  its  continental  rivals,  and  prospects  there  are 
more  promising  than  in  most  nations. 
British  productivity  is  soaring.  Invest- 
ment is  growing.  The  private  sector  is 
booming.  Inflation  is  low. 

The  red  ink  is  a  sign  of  strength,  not 


■  New  York  Times 


-The  Economist 

weakness.  To  throttle  the  economy  in  order  to  reduce  a 
trade  shortfall  would  be  a  folly  of  the  first  order.  Yet  that  is 
what  "experts"  are  urging.  They  have  woefully  misdiag- 
nosed the  deficit  as  a  symptom  of  trouble  when  it  is  actually 
a  result  of  vigorous  health,  like  that  growing  company. 

If  other  countries  pursued,  with  Thatcher/Reagan-like 
persistence,  policies  of  less  taxation  and  less  regulation,  our 
trade  shortfalls  would  disappear  because  the  rest  of  the 
world  would  catch  up  to  us  in  the  pace  of  economic  growth. 

Progress  here  and  in  Britain  is  being  jeopardized  because 
of  obsolete  thinking. 


FORBES,  OCTOBER  3,  1988 


stra. 
Leadership... by  design. 
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And  we'll  prove  it! 


n  the  midsize  business  jet  category 
there  are  three  well-known  contend- 
ers, but  only  one  overall  leader.  The 
contenders  are  Citation  III,  BAe  800  and 
Learjet  55C/LR.  The  leader  is  the  incom- 
parable Astra. 


20%  faster  climb  rate  and  5%  more  in 


mance  greater  than  Astra's,  you  would 
have  to  spend  more  than  twice  its  price! 
That's  leadership. 

Leadership  in  technology 

Astra  is  the  leader  in  its  class  for  a  dis- 
armingly  simple  reason;  it  was  designed 
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standards  far  more  rigid  than  those  our 
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maximum  operating  Mach  speed  than  the  competitors  faced.  They  include  a  new 

fSSF  °n  ltsAthree  closest  c°ntenders*  type  certificate  to  the  latest  FAA  regula 

Additionally.  Astra  requires  less  runway  tions.  including  the  strict  new  damaae 


(with  four  passengers)  for  standard  NBAA  tolerance  reauirement 


IFR  missions  of  300.  600  and  1.000 
miles*  But  surprisingly,  it  is  priced  at 
almost  20%  less  than  the  average  cost 
of  its  competitors* 

Astra  flies  farther,  faster 

In  absolute  terms.  Astra  can  take  you 
more  than  3.570  statute  miles  with 
an  executive  payload  and  NBAA  VFR 
reserves*  a  feat  no  other  jet  in  its  class 
can  match!  More  importantly,  it  gets  you 


The  technology  to  meet  these  new 
standards  has  given  Astra  enormous 
advantages.  Astra's  wing,  carved  from 
solid  slabs  of  aluminum,  provides  greater 
lift  with  less  drag,  and  greater  strength 
with  less  weight.  It  incorporates  leading 
edge  slats,  found  only  on  the  world's  most 
sophisticated  aircraft,  that  provide  stability 
at  both  high  Mach  numbers  and  the  lower 
speeds  required  for  optimum  safety  dur- 


LEARJET55C/LR     2690 


there  faster,  on  a  non-stop  New  York  City  ing  takeoff  and  landing. 

— —  Viewed  as  a  total  package 

astra  I  3150       Astra  is  a  highly  advanced 


Astra  is  a  highly  advanced 
aircraft  that  has  indeed 
captured  the  leadership 
in  range,  high-speed  cruise 
capability,  runway  perfor- 
mance, fuel  efficiency  and 
more.  For  additional 
information  on  Astra's  design 
leadership,  please  call  our 
President.  Roy  Bergstrom.  at 


BAe  800     2540 


NBAA  VFR  RANGE 
MACH  .80  CRUISE 
IN  STATUTE  MILES 

Based  on  standard  conditions 
with  4  passengers 


allows  the  highest  possible  cruising  mach  number  closest  to  .80. 


to  Los  Angeles  flight;  Astra  will  arrive  an 
hour  or  more  ahead  of  its  closest  com- 
petitor** In  fact,  at  higher  cruising  speeds, 
Astra's  range  superiority  increases  dra- 
matically. At  Mach  .80,  for  example,  Astra 
can  travel  more  than  3,1 50  statute  miles 
with  four  passengers.  Its  longest-range 
competitor,  the  BAe  800.  suffers  a  de- 
crease in  range  to  less  than  2,540  statute 
miles  when  pushed  close  to  an  .80  cruise 
speed.  To  buy  an  aircraft  with  perfor- 

*Source:  1 988  Business  &  Commercial 
Aviation  Planning  and  Purchasing  Handbook, 
revised. 
♦•Performance  based  on  Standard  Day 
conditions,  against  85%  probability  of  wind. 


the  coupon  below, 
and  make  us  prove  it! 


Roy  E.  Bergstrom,  President 
ASTRA  JET  CORPORATION 
4  Independence  Way 
Princeton,  NJ  08540 

I'm  ready  for  proof  of  Astra  Jet  superiority! 

□  Please  send  me  complete  information. 

□  Contact  me  to  arrange  a  demonstration. 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE  ZIP 

PHONE 

I'M  CURRENTLY  FLYING  A 

Leadership... by  design 


Commitment 

leads  to  outstanding  results. 


When  hedging  foreign  exchange  exposure,  don't  create 
a  credit  risk,  deal  with  a  Triple-A  bank  active  around 
the  world,  and  above  all  with  people  who  care. 

UBS  -  committed  to  excellence. 


UBS  in  the  United  States:  Branch  Offices  in  New  York,  Chicago. 

Los  Angeles,  Agency  in  Houston.  Representative  Office  in  San  Francisco. 

UBS  in  Canada:  Toronto,  Montrea,    Calgary.  Head  Office: 

Union  Bank  of  Switzerland.  Bahnhofstrasse  45,  CH-8021  Zurich. 


What's  Ahead  for  Business 


Edited  bv  Howard  Banks 


Volatile  markets 

could  drive  oil 

below  $10 


First  Seven  Sisters, 

then  OPEC,  now  the 

Seven  Friends? 


GEOPOLITICS  AS  USUAL? 

Oil  prices  are  headed  down  a  little,  says  conventional  wisdom, 
from  around  $15  to  $17  a  barrel  to  maybe  $13  to  $14  a  barrel. 

Don't  be  so  sure.  In  the  short  run,  the  oil  market  could  be  as  volatile  as 
in  the  summer  of  1986,  when  oil  prices  dropped  below  $10  a  barrel. 

Beyond  the  obvious  reason — the  anticipated  rise  in  Iran's  and  Iraq's 
production  if  they  are  to  rebuild  their  war-torn  economies — is  OPEC's 
continuing  disarray.  Items,  listed  by  London-based  oil  analysts  with 
Shearson  Lehman  Hutton: 

•  Saudi  Arabia  is  producing  4.6  million  barrels  per  day  (some  say  nearer 
5  million  barrels  per  day),  versus  a  quota  of  4.343  million. 

•  Kuwait  is  at  1.4  million  bbl./day,  versus  a  quota  of  1  million. 

•  Venezuela  cheats  by  renaming  oil  as  condensate  and  selling  outside 
its  quota.  (The  issue  was  ducked  at  the  OPEC  meeting  last  June.) 

•  Iraq  could  quickly  add  1  million  bbl./day  to  its  present  2.7  million 
output  when  the  new  Petroline  pipeline  is  completed  early  next  year, 
and  wants  a  higher  quota  than  Iran's  2.369  million  bbl./day. 

•  Iran,  the  wildest  card,  could  increase  output  substantially  from 
today's  2.3  million  bbl./day. 

•  Saudi  Arabia  and  Kuwait  have  been  producing  400,000  bbl./day  from 
a  no-man's-land  between  their  countries,  dubbing  it  "war  relief"  for 
Iraq.  Who  knows  what  will  happen  to  this  output  now? 

In  anything  like  a  free  market,  oil  prices  would  surely  react  to  this 
heavy  overproduction  by  falling  well  below  $10  a  barrel.  But  the  oil 
market  is  not  free.  Nor  is  it  clearly  cartelized,  as  in  1973  and  1979, 
when  OPEC  produced  up  to  56%  of  world  oil.  Its  share  is  now  40%. 

One  theory  sees  OPEC  members  as  jockeying  to  build  output  as  a 
negotiating  ploy  in  advance  of  the  club's  planned  October  meeting.  But 
even  if  there  is  an  official  deal,  OPEC's  members  lately  stick  to 
agreements  for  no  more  than  a  few  months  at  a  time. 

Another  theory,  says  Michel  Marks,  president  of  New  York-based  oil 
trader  MercOil,  is  that  we  are  seeing  the  emergence  of  a  new  power 
group  of  seven  in  oil — the  U.S.  and  U.K.,  Saudi  Arabia  and  Kuwait,  and 
three  major  oil  companies,  BP,  Shell  and  Exxon — which  all  want  stable 
oil  prices,  at  around  $15  a  barrel.  For  five  of  these  seven,  the  motives 
are  different  but  obvious.  But  why  the  U.S.  and  U.K.? 

Britain  is  in  one  of  its  perpetual  balance-of-payments  crises,  and  the 
immediate  concern  is  further  loss  of  oil  export  revenues,  already 
declining  in  line  with  falling  North  Sea  output. 

For  the  U.S.,  the  lowest  possible  oil  prices  will  be  a  disinflationary 
blessing  in  the  runup  to  the  election,  offsetting  higher  food  prices.  But 
longer  term  it  will  again  depress  the  southwestern  states'  economies 
and  threaten  the  banks,  as  heavily  indebted  oil-producing  countries 
(Mexico,  Venezuela,  Nigeria,  Indonesia)  suffer. 

The  geopolitical  advantages  of  stable  oil  prices  would  normally  out- 
rank the  purely  domestic  political  advantage  of  falling  prices.  But 
OPEC's  disarray  may  be  stronger  than  geopolitics  as  usual. 
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The  Forbes  Index 


Forbes  Index 


200 


12-month  closeup 
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Uneven  results.  The  Forbes  Index  ended  July  with  a  0.3% 
month-to-month  gain,  but  the  overall  number  covers  de- 
cidedly mixed  trends  in  several  components  of  the  Index. 
New  claims  for  unemployment  insurance  fell  6.3%  in 
August,  but  the  overall  unemployment  rate  climbed  0.2% 
during  the  same  period,  as  factory  payrolls  declined  for  the 
first  time  since  January  1987.  Manufacturers'  inventories 


rose  in  July  by  0.7%,  but  new  orders  dropped  7.1%.  One 
factor  in  the  decline  was  higher  prices  of  raw  materials 
and  parts.  July  retail  sales  were  up  0.5%,  a  small  gain  from 
June,  while  consumer  installment  credit  fell  0.4%,  down 
almost  0.9%  from  the  previous  month.  Consumers  would 
appear  to  be  curbing  their  use  of  credit  more  than  their 
buying  habits. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  US  economic  activity 
composed  ol  eight  equally  weighted  elements  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  arc  presented  at  right 
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The  1 989  Jaguar  XJ6— its  elegance  is 
refreshing.  Unmistakably  Jaguar,  the 
XJ6  reflects  the  classic  character  of  its 
forebears,  while  achieving  a  higher 
degree  of  aerodynamic  efficiency  and 
hign-speed  stability. 

Beneath  the  low,  tapering  hood 
resides  Jaguar's  latest  masterpiece  in 
double  overhead  cam  engine  design. 
Jaguar's  light-alloy  3.6-liter  engine 
incorporates  the  added  sophistication 
of  four  valves  per  cylinder  for  enhanced 
power  and  responsiveness.  Revised 
torque  converter  specifications  and  a 
new  final  drive  ratio  for  1 989  give  the 
XJ6  even  more  vivid  performance. 

Jaguar's  fully  independent  suspen- 


sion provides  smooth  riding  comfort  and 
athletic  handling  agility.  Patented  pen- 
dulum isolation  tunes  out  the  annoying 
effects  of  minor  road  imperfections.  The 
self-leveling  rear  suspension  automati- 
cally compensates  for  changes  in  pas- 
senger or  cargo  loads.  And  Jaguar's 
four-wheel  power  disc  brakes  are  com- 
plemented by  one  of  the  most 
advanced  anti-lock  (ABS)  systems. 

Spacious  and  serene,  the  XJ6  cabin 
is  rich  in  Old  World  splendor  and 
enlightened  comfort  and  conveniences. 
It  is  trimmed  with  hand-finished  and 
inlaid  walnut  veneers.  The  orthopedi- 
cally  contoured  seats  are  faced  with 
finely  stitched  leather.  The  automatic 


climate  control' system  is  regulated  by 
computer.  The  80-watt  stereo  system 
plays  through  six  speakers.  Infrared 
remote  control  lets  you  operate  the  cen- 
tral locking  system  without  a  key. 

To  appreciate  all  of  the  art  and 
Jaguar  traditions  of  the  XJ6,  see  your 
dealer  for  a  test  drive.  He  can  provide 
details  on  Jaguar's  uniquely  compre- 
hensive three-year/36, 000-mile  limited 
warranty,  applicable  in  the  USA  and 
Canada,  and  on  Jaguar's  Service-On- 
SiteSM  Roadside  Assistance  Plan.  For  the 
name  of  the  dealer  nearest  you,  call 
toll-free:  1-800-4-JAGUAR. 
Jaguar  Cars  Inc.,  Leonia,  NJ  07605 

ENJOY  TOMORROW.  BUCKLE  UP  TODAY. 


The  British 
have  an  affection 
for  art  and  tradition 
and  a  motorcar 
that  embodies  both. 
The  1989  Jaguar  XJ6 
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What 
should 


eveil 


company 
demand  from  a 
computer  system? 


Growth. 


Introducing  the  IBM  Application  System/400. 

When  your  business  is  small,  you  can  buy  an  IBM®  Application  System/400,™  and  it  will  be  ju 
the  right  size. 

Later  on,  you'll  still  be  smiling. 

That's  because  as  your  company  grow  s,  your  Application  System/400  can  grow  right  along 
with  you.  And  the  investments  you  made  at  first-in  software,  training,  and  peripherals-will  still  bt 
working  for  you. 

That's  what  the  IBM  Application  System/400  is  all  about.  It  comes  from  IBM's  leadership  wit 
over  a  quarter  million  mid-size  computer  systems  in  place,  and  it  does  what  growing  companies  ha^ 
told  us  they  want. 

It  lets  you  grow  into  what  you  need,  without  outgrowing  what  you've  paid  for. 

Today;  Solutions  for  your  business,  from  the  leader  in  business  solutions. 

Never  before  has  a  mid-size  computer  system  been  introduced  with  so  much  proven  software 


«  1988  IBM  Corporation  IBM  is  a  registered  trademark  ana  Application  System/400  and  AS/400  a.   'remarks  ol  IBM  Corp 


idy  to  go.  Thousands  of  programs  that  run  on  IBM's  System/36  and  /38  can  run  on  the  IBM 
>plication  System/400. 

Even  better,  any  program  you  start  with,  you  can  stay  with.  No  matter  how  big  your  Application 
■item/400  gets,  your  software  will  always  work. 

Tomorrow :  Protection  for  your  investment  as  your  business  grows. 

Most  models  of  the  IBM  Application  System/400  come  rack-mounted  like  a  stereo  system, 
►mponents  slide  in  and  out,  so  you  can  upgrade  right  on  the  spot.  You're  not  locked  into  any 
rticular  setup.  Your  system  s  only  as  big  as  you  need,  and  making  it  bigger  is  easy. 

\\  hats  more,  the  Application  System/400  comes  with  a  state-of-the-art  education  system,  plus 
stonier  support  that's  unmatched  in  the  industry. 

For  a  free  brochure,  or  to  arrange  for  a  detailed  discussion  about  the  Application  System/400, 
lll-800-IBM-2468,ext.82.  


^Ti   The  Bigger  Picture 


Forbes 


Open  a  U.S.  plant  and  lose  profits.  Don't  open  a  U.S.  plant  anc 
lose  share.  An  easy  choice  for  afapanese  machine  tool  maker. 


The  new  meaning  of 
"Made  in  the  U.S.A." 


By  Rick  Reiff 


IOOK  no  further  than  Charlotte, 
_  N.C.  to  sec  a  beachhead  tor  the 
I  latest  Japanese  invasion  of  U.S. 
industry — this  one  on  the  unglamor- 
ous  battleground  of  machine  tools. 

The  Charlotte  plant  opened  by 
Okuma  Machinery  Works  Ltd.  last 
year  employs  only  100  workers  and 
produces  just  30  lathes  and  machin- 
ing centers  a  month,  about  half  as 
many  as  it  could  sell.  But  tor  S540 
million  (sales)  Okuma,  this  struggling 
enterprise  is  a  textbook  example  ot 
how  to  protect  U.S  market  share — 
and  build  a  future  while  avoiding 
the  strictures  ot  a  voluntary  restraint 
agreement,  signed  in  1986.  that  limits 
Japanese  machine  tool  imports  to 
roughly  30".,  ol  the  U.S.  market. 

There's  a  $4  billion  annual  market 
in  the  U.S.  tor  lathes  presses  and  oth- 
er metal-shaping  machines,  a;ul  the 
biggest  advantage  Japanese  competi- 
tors may  have  in  the  tight  tor  it 
subtle  one-  -attitude.  Okuma,  long  I 
dominant  machine  tool  maker  in  la 
pan,  has  moved  last  since  establishing 
a  U.S.  sales  force  tour  years  ago.  It 
now  sells  15%  of  all  computer-driven 
lathes.  Says  Akira  Matsutani,  Oku- 
ma's  president,  "Once  we  come  in,  w  e 
catch  up." 

How  Okuma  plays  catch-up  can  be 
seen  in  a  S22  million  order  Okuma 
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won  in  July  to  supply  20  work  cells — 
each  a  grouping  of  several  lathes, 
grinders  and  machining  centers — to 
Caterpillar  Inc.'s  hydraulic  compo- 
nents plant  in.  York,  Pa.  To  win  the 
order,  Okuma  agreed  to  assign  a  tech- 
nician to  the  Cat  plant  full  time  and 
open  a  parts  shop  in  York.  Some  bid- 
ders didn't  match  the  offer.  Just  last 
month  Okuma  beat  out  several  other 
biddeis  toi  a  $7  million  order  from 
Superior  Industries  International  Inc., 
for  the  plant  that  the  auto  wheel  mak- 
er is  building  in  Rogers,  Ark. 

Okuma  makes  its  most  sophisticat- 
ed and  highest-profit  machines,  some 
costing  $1.4  million  each,  in  Japan. 
Under  the  voluntary  restraint  agree- 
ment, only  about  60  of  them  per 
month  can  be  imported.  From  Char- 
lotte, Matsutani  plans  to  supply  an- 
other 60  machines  mostly  SI  15,000 
job  shop  lathes,  once  the  local  work 
force  is  up  to  it. 

I  hat  will  take  time.  Okuma  sent  1 7 
of  its  best  machinists  to  train  the 
Charlotte  work  force.  Most  ot  the 
teachers  speak  only  crude  English,  so 
training  proceeds  slowly,  using  hand 
signals.  Suppliers  are  another  head- 
ache. Okuma  says  it  rejected  18  U.S. 
foundries  before  rinding  two  in  Ohio 
that  made  passable  castings 

I  o  exempt  its  Charlotte  assembled 
machines  from  import  quotas, 
okuma  has  left  out  Japanese-made 
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controls  and  substituted  devices 
made  by  Allen-Bradley  Co.,  the  Mil 
waukee-based  industrial  controls  unit 
of  Rockwell  International  Corp.  An 
to  make  certain  that  the  varyin 
American  parts  add  up  to  the  equiva 
lent  of  a  Japanese  whole,  Okuma 
builds  just  one  every  seven  hours, 
about  half  the  rate  at  its  plant  in  Ogu- 
chi,  Japan.  Until  Charlotte  comes  up 
to  snuff,  Okuma  is  filling  additional 
U.S.  orders  from  its  dwindling  inven- 
tory of  lapancse-built  machines, 
stockpiled  before  the  import  quotas 
took  effect. 

It's  working.  For  all  the  difficulties, 
Okuma's  U.S.  sales  are  expected  to 
reach  SI 25  million  in  the  year  ending 
next  Mar.  31,  up  25%  in  two  years. 
But  at  a  price.  Like  other  Japanese 
manufacturers  with  U.S.  plants, 
Okuma  wants  to  export  product  to 
take  advantage  of  the  weak  dollar.  A 
Japanese  lathe  that  cost  15%  less 
than  its  U.S.  competitor  two  years 
ago  costs  10%  more  today  because  of 
the  yen's  strength.  Even  so,  Okuma's 
U.S.  machines  still  cost  more  to  build 
than  its  Japanese  models.  That's  the 
downside  of  starting  a  factory  from 
scratch  with  a  raw  Charlotte  work 
force.  But  there  is  a  learning  curve  to 
ride  lapanese-owned  competitor  Ma- 
zak  Corp.,  which  has  assembled  ma- 
chine tools  in  Florence,  Ky.  for  14 
years,  now  exports  almost  a  third  of 
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Okuma's  Akira  Matsutani 

"Once  we  come  in,  we  catch  up 


its  American  products. 

The  upshot  is  that  starting  up  its 
U.S.  manufacturing  operation  will 
cost  Okuma  $30  million  in  capital 
investment  and  operating  losses  by 
1989.  That's  no  small  sum  lor  Okuma 
these  days.  It  earned  just  $8  million 
last  year — a  desperately  thin  margin 
of  1.5%  on  sales.  The  margin  has  im- 
proved to  a  so-so  5%  this  year. 

Matsutani  looks  upon  it  as  neces- 
sary short-term  pain.  What  counts,  he 
says,  is  the  long-term  relationships 
that  Okuma  can  build  and  the  flexi- 
bility it  gains  in  responding  to  curren- 
cy swings.  That's  the  same  conclu- 
sion reached  by  Mazak,  a  subsidiary  of 
Yamazaki  Mazak  Corp.,  now  dou- 
bling the  size  of  its  plant.  And  by 
Japanese-owned  LeBlond  Makino  Ma- 
chine Tool  Co.,  building  a  new  plant 
at  Mason,  Ohio. 

Make  no  mistake:  These  are  good 
times  for  U.S.  companies,  too.  Orders 
are  up  80%  this  year,  to  the  highest 
level  in  eight  years.  U.S.  products  and 
service  are  better  than  ever.  Even  so, 
the  surprising  fact  is  that  it's  Japanese 
companies  that  are  adding  the  most  to 
U.S.  machine  tool  plant  capacity.  Sal- 
omon Brothers  analyst  David  Sutliff 
estimates  that  they  now  account  for 
close  to  30%  of  that  capacity. 

Made  in  the  U.S.A.?  Here,  in  yet 
another  area,  that  phrase  is  losing 
meaning.  ■ 


Americans  are  eating  less  steak  but  wear- 
ing more  leathei*.  Result:  higher  hide  prices 
and  good  fortune  for  a  handful  of  families 
that  have  dominated  the  hide  business  for 
generations.  Now  comes  competition. 

Behind  that 
luxurious  leather 


By  Phyllis  Berman 
with  Dana  Wechsler 


Animal  hides  are  no  pretty  pic- 
ture when  stripped  from  car- 
k  casses  and  tossed  down  a 
chute  at  the  slaughterhouse.  Even  af- 
ter a  brine  bath,  the  hides  are  still 
smelly  and  covered  with  hair  when 
they  are  shipped  to  the  traders.  It's  not 
an  appealing  business,  but  it's  a  big 
and  lucrative  one.  Selling  animal 
hides  adds  up  to  an  S8  billion  business 


worldwide. 

Until  recently  hide  trading  was 
easy  money.  Butchers  and  slaughter- 
ers made  their  profits  from  meat  and 
were  only  too  happy  to  get  rid  of  the 
skins  at  just  about  any  price  offered 
them.  Tanneries,  on  the  other  hand, 
needed  a  reliable  supply  of  raw  mate- 
rial. Hide  traders,  middlemen  be- 
tween the  mcatpackers  and  the  tan- 
neries, made  nice  spreads. 

Of  course,  markets  could  go  against 
them,  especially  if  they  were  buying 
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Ilnlv  from  a  Holstein  at  Taylor  Packing 

To  traders,  blood, flesh  and  salt  smell  like  money. 


in  one  part  of  the  world  and  selling  in 
another.  They  got  hurt,  for  example, 
when  devaluation  increased  the  price 
of  U.S.  hides  by  a  third,  and  Mexican 
buyers  couldn't  pay  for  what  they  had 
ordered. 

But  their  risk  was  limited  by  the 
fact  that  their  access  to  information 


i  iJ\  for  sfjipment 
Markets  can  go  against  you. 


was  better  than  that  of  cither  their 
suppliers  or  their  customers.  To  top  it 
all  off,  there  v»as  a  natural  limit  to 
competition:  The  business  seemed  so 
smelly  and  unattractive  that  not 
many  folks  wanted  in. 

Those  who  didn't  turn  up  their 
noses  prospered.  Hide  trading  began 
to  take  its  current  shape  in  Europe  in 
the  middle  of  the  19th  century.  The 
Kautmann  family  of  Rotterdam  traces 
its  ancestry  to  Mulhcim,  Germany.  It 
was  there  that  S.G.  Kaufmann,  great- 
grandfather of  Peter  Kautmann,  cur- 
rent head  of  the  family,  became  a  ren- 
dercr,  one  of  the  tew  iobs  open  to  Jews 
in  that  time  and  place.  He  wheeled  a 
pushcart  from  butcher  to  butcher, 
picking  up  carcasses,  scraping  their 
fat  and  selling  the  skins.  In  1890  Kaut- 
mann s  grandfather  Carl  opened  an 
office  in  Rotterdam  and  began  to  build 
up  an  international  network.  One 
son,  Hans,  sailed  to  Buenos  Aires, 
then  the  world's  largest  source  of  beef, 
returning  tour  months  later  with 
50,000  or  so  hides.  His  brother  George- 
set  up  a  sales  operation  in  New  York. 

The  family  left  Holland  before 
World  War  11,  ending  up  in  New  York. 
Peter  Kautmann  went  to  Choate,  then 
joined  the  U.S.  Army.  They  returned 
to  Rotterdam  in  the  1950s,  where 
their  business  was  being  run  by  a  loy- 


al  caretaker.    Peter   Kaufmann  now , 
lives  in  a  modest  townhouse  in  an 
affluent  Rotterdam  suburb. 

The  Hollanders  of  Sweden  trace 
their  ancestry  to  Altona,  a  small  town 
near  Hamburg.  They  had  been  trading 
hides  for  three  generations  before  the 
Nazis  came  to  power  and  forced  them 
to  flee  the  country.  One  son,  Fritz, 
went  to  Sweden,  the  other,  Herman, 
went  to  New  York. 

The  Chilewiches  were  tanners  in 
Russia  before  the  1917  revolution. 
The  two  brothers  opened  offices  in 
Poland  and  Germany,  where  they  op- 
erated until  World  War  II.  Then  they 
relocated  again,  this  time  to  New 
York.  The  Chilewich  company  is  now 
the  largest  hide-trading  outfit  in  the 
world.  It  had  sales  of  $1  billion  last 
year  and  ranked  94  on  Forbes'  list  of 
the  U.S.'  largest  private  companies. 

The  Chilewich  office  is  in  a  nonde- 
script building  on  Wall  Street.  It  is  the 
opposite  of  posh — a  jumble  of  worn 
turmture  and  memorabilia.  The  fam- 
ily lives  in  a  large  cooperative  apart- 
ment on  Park  Avenue,  which  they 
decorated  themselves.  They  have  a 
collection  of  contemporary  Russian 
art  by  little-known  artists.  They  drive 
a  Buick  Electra  to  their  summer  home 
in  East  Hampton,  N.Y. 

None  of  these  families  seeks  pub- 
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licity.  They  prefer  to  stay  out  of  the 
limelight  and  simply  do  their  trading. 
But  now  competition  is  closing  in  on 
this  cozy  little  business.  Big  U.S. 
slaughterhouses  now  understand  that 
those  hides  have  value,  and  they  see 
no  reason  why  they  should  cut  mid- 
dlemen into  the  business.  They  are 
making  their  own  contacts  with  tan- 
neries, particularly  with  those  in  Ko- 

;  rea,  which  take  by  far  the  largest  share 
of  U.S.  hides.  IBP,  Inc.,  is  even  doing 
part  of  the  tanning  process  itself. 
"You  are  looking  at  an  industry  that  is 

:  right  in  the  midst  of  a  significant  tran- 
sition," says  I.J.  Grisafi,  a  hide  manag- 

'■  er  at  Taylor  Packing,  the  12th-largest 
meatpacker  in  the  U.S.  "The  traders 
are  no  longer  all-powerful." 
Why  have  the  meatpackers  started 

|  paying  attention  to  a  business  they 
long  neglected?  Because  of  the  grow- 

i  ing   demand   for   leather,    combined 

j  with  a  dwindling  supply  of  hides.  Not 

[  only  are  fashion-conscious  Americans 
buying  more  leather  garments,  but 

|  millions  of  Chinese  are  wearing  leath- 
er shoes  for  the  first  time.  At  the  same 
time,  the  size  of  U.S.  herds  has 
dropped — 30%  since  1975 — primarily 
because  Americans  are  eating  less  red 
meat.  Since  hides  are  a  by-product  of 
meat,  the  combination  of  higher  de- 
mand and  lower  supply  has  sent  hide 
prices  skyrocketing — from  45  cents 
per  pound  in  1977  for  Holstein  hides 
to  $1.22  per  pound  last  August.  Even 
at  those  prices,  hides  yield  merely  a 
fraction  of  the  total  $700  to  $750  for 
which  beef  cattle  are  now  sold,  so  no 

I  one  would  raise  cattle  for  the  hides 

<  alone. 

Today  the  hide,  together  with  the 
offal,  or  trimmings,  the  heart,  liver, 
tripe  and  stomach,  make  up  12%  to 

[  15%  of  the  total  value  of  a  feed  steer. 
That  percentage  shifts  daily,  but  re- 
cently an  1,1 00-pound  steer's  by-prod- 
ucts, or  "drop  credit"  as  the  industry 
calls  it,  had  a  value  of  about  $9.50  per 
hundredweight,  or  $104  per  head.  The 
hide  alone  accounts  for  60%  to  70% 
of  that,  and,  says  Rusty  Browning, 
who  runs  the  hide  business  for  IBP, 
"What  we  get  for  the  drop  is  four 
times  what  it  costs  to  slaughter  an 
animal." 

EBP  wants  even  more.  In  1984  it 
opened  its  first  tanning  facility.  There 
IBP  sends  almost  a  quarter  of  the  8 
million  hides  it  produces  each  year, 
submitting  them  to  a  process  known 
as  wet-blueing.  Wet-blueing,  giving 
the  hides  a  bath  in  chemicals,  includ- 
ing the  mineral  chrome,  is  the  first 
step  in  the  tanning  process.  Once  it  is 
completed,  IBP  can  charge  15%  to 
20%  more  for  the  hides. 
"We  don't  need  the  dealers.  We  can 
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Simon  Chilewich  of  Chilewich  Sons 

Sales  of  $1  billion  and  no  liking  for  the  limelight. 


sell  hides  internationally  just  as  well 
as  they  can,"  says  Browning. 

But  the  traders  haven't  prospered 
for  nearly  two  centuries  without 
learning  the  art  of  survival.  They  have 
cultivated  tannery  contacts  over  gen- 
erations. They  know  exactly  which 
tanneries,  from  India  to  Italy,  need 


what  grades  of  rawhide.  And  they  are 
willing  to  make  markets  internation- 
ally. They  are  self-financed;  they  buy 
for  their  own  accounts,  sell  short, 
hold  inventories,  take  everything 
from  vegetables  to  cement  in  barter, 
and  move  agilely  into  and  out  of  their 
positions  almost  on  instinct.  Would 


S.G.  Kaufmann's  hide  warehouse  in  Germany,  1893 
A  humble  start  for  a  now  prosperous  business. 
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IBP  hold  inventory  in  a  soft  market  in 
an  effort  to  stabilize  hide  prices?  Not 
likely. 

And  the  traders  have  other  busi- 
nesses to  fall  back  upon.  Each  of  the 
trading  families  diversified  years  ago. 
In  some  cases  the  need  to  barter 
forced  them  into  it,  in  others  they 
simply  took  on  other  products.  The 
Kaufmanns  got  into  furs,  and  the  bris- 


tles and  hairs  that  go  into  hairbrushes. 

The  Hollanders  built  a  tannery  in 
Argentina  and  began  making  leather 
garments.  They  used  their  neutral 
base  in  Sweden  to  build  up  a  thriving 
trade  with  Eastern  Europe  and  Russia, 
particularly  in  foodstuffs.  Today  A.J. 
Hollander  is  Sweden's  third-largest 
trading  company. 

The  Chilewiches  took  on  dozens  of 


other  commodities,  such  as  vegetable 
oils,  to  trade  worldwide.  More  recent- 
ly they  moved  into  cattle  f  eedlot  man- 
agement in  the  U.S.  Says  George  Do- 
nath,  a  London-based  trader  for  Kauf- 
mann's  Handel-Maatschappij  N.V., 
"Some  of  these  families  have  been 
around  for  five  generations.  And  five 
generations  from  now,  they  will  still 
be  around."  ■ 


The  real  scandal  about  the  proposed  Bass 
bailout  of  American  Savings  isn  *t  a  contro- 
versial "merchant  bank. "  It's  the  authori- 
ties continuing  attempt  to  hide  the  real 
costs  of  the  S&L  crisis. 

Blackballing  Bass 


By  Howard  Rudnitsky 
and  Allan  Sloan 


Why  all  the  fuss  over  Robert 
Bass'  proposed  "rescue"  of 
American  Savings  &  Loan? 
Here  is  a  deal,  after  all,  that  promises 
to  refloat  the  biggest  busted  S&L  in 
the  country — the  infamous  $29  bil- 
lion institution  that  Charles  Knapp 
ran  into  the  ground  (Forbes,  July 
30,  1984). 

The  deal  became  controversial  be- 
cause of  lobbying  by  politically  influ- 
ential S&Ls  that  would  rather  not 
have  to  compete  with  a  giant  Bass- 
owned  thrift  endowed  with  enormous 
federal  subsidies.  But,  miraculously, 
it  also  seems  to  bv  belatedly  dawning 
on  Congress  that  M.  Danny  Wall, 
chairman  of  the  Federal  Home  Loan 
Bank  Board,  has  been  "rescuing"  bust- 
ed S&Ls  in  a  way  that  minimizes  cash 
outlays  in  the  short  run,  but  which 
will  cost  his  successors — and  the  tax- 
payers— dearly  in  the  long  run. 

The  proposed  Bass  deal — while 
heavily  loaded  in  the  Texas  billion- 
aire's favor — isn't  all  that  egregious 
compared  with  the  Federal  Savinj 
Loan  Insurance  Corp.'s  other  recent 
deals  for  dead  S&Ls.  At  least  Bass  is 
putting  some  money  at  risk — though 
maybe  not  for  very  long. 

Here's  what's  really  going  on. 
FSLIC — commonly   known    as    Fizz- 
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Robert  Bass 

Someone  had  to  take  the  corpse. 

lick— claims  to  be  "rescuing"  Ameri- 
can Savings,  which  was  owned  by  Fi- 
nancial Corp.  of  America  until  FSLIC 
seized  it  in  September,  forcing  Fin- 
corp  to  go  into  Chapter  1 1. 

Fizzlick  claims  the  rescue  of  Amer- 
ican Savings  will  cost  it  only  $2  bil- 
lion— a  suspiciously  low  figure,  con- 


sidering that  American  appears  to  be 
more  than  S3  billion  in  the  hole. 

Wall  declines  to  provide  details  that 
would  verify  that  $2  billion  figure, 
which  appears  to  be  based  on  optimis- 
tic assumptions,  fancy  number- 
crunching  and  wishful  thinking.  May- 
be he  thinks:  When  the  real  facts  are 
out,  I'll  be  long  gone. 

What  makes  the  Bass-American 
Savings  deal  possible  is  that  Bass  is 
taking  a  $500  million  FSLIC  promis- 
sory note  and  counting  it  as  real  mon- 
ey. That  note — "Wall  paper,"  as  it 
were — plugs  part  of  the  gap  between 
the  S&L's  liabilities  and  its  assets.  By 
strict  accounting  standards,  "Wall  pa- 
per" isn't  high  quality:  FSLIC,  after 
all,  has  been  characterized  as  insol- 
vent by  no  less  an  authority  than  the 
U.S.  General  Accounting  Office. 

The  Ford  Motor  Co. — whose  First 
Nationwide  Savings  subsidiary  spent 
the  better  part  of  a  year  in  a  fruitless 
attempt  to  take  over  American  Sav- 
ings— decided  that,  as  a  public  compa- 
ny, it  couldn't  accept  "Wall  paper"  at 
face  value  without  causing  heart  pal- 
pitations among  its  accountants.  Ford 
offered  to  put  up  more  cash  than 
Bass — $1  billion  to  his  $550  million — 
but  wouldn't  take  FSLIC  paper  with- 
out collateral,  which  wasn't  forth- 
coming. 

Why  will  Bass  take  what  Ford 
wouldn't?  Because  he  is  betting  that, 
for  political  reasons,  the  federal  gov- 
ernment won't  let  one  of  its  agencies 
default.  Bass,  as  a  private  investor,  can 
brush  aside  accountants'  quibbles. 

Because  big,  sound  public  compa- 
nies wouldn't  take  "Wall  paper,"  Bass 
had  the  American  Savings  field  to 
himself— and  made  a  correspondingly 
shrewd  deal.  For  his  part,  Wall  was  in 
a  bind  because  a  run  had  already  start- 
ed on  American  Savings  deposits  and 
because  technicalities  in  the  federal 
budget  process  limited  his  maneuver- 
ing room. 

The  heart  of  American  Savings' 
problem  is  about  $19  billion  of  ques- 
tionable assets:  $5  billion  of  crummy 
real  estate  loans  and  $14  billion  of 
mortgage-backed  securities  that  are 
worth  less  than  American  Savings 
paid  because  rising  interest  rates  have 
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eroded  their  value. 

Clearly,  these  murky  assets,  which 
will  be  stuffed  into  a  "bad  bank,"  will 
need  to  be  written  down — and  FSLIC 
has  guaranteed  that  for  ten  years  it 
will  eat  virtually  all  the  losses. 

Obviously,  no  one  knows  how 
much  those  losses  will  ultimately  add 

'  up  to.  What  will  happen  to  property 
values?  What  will  interest  rates  do? 
But  Wall  solemnly  assures  all  and 
sundry  that  the  "present  value"  of  all 
ten  years  of  promised  assistance  is  a 

(  mere  $1.5  billion. 

The  "present  value"  game  is  part  of 

;  every  Wall  "rescue"  deal  in  which 
Fizzlick  agrees  to  assume  the  burden 
of  troubled  assets.  Wall's  staff  quanti- 
fies the  unquantifiable,  and  reduces  it 
to  a  "present  value"  number  based  on 
assumptions  that  the  bank  board 
treats  as  proprietary  information  and 
won't  disclose.  We  suspect  it  won't 

I  disclose    the    assumptions    because 


they  wouldn't  hold  up  under  scrutiny. 

Bass  will  invest  S500  million  in  the 
"good"  part  of  American  Savings — a 
sound,  profitable  S&X  with  about  $10 
billion  in  assets  and  a  first-class 
branch  system  throughout  California. 
(Another  $50  million  of  Bass  capital 
will  go  into  the  much-discussed 
"merchant  bank.") 

The  sound  bank  ought  to  earn  at 
least  $70  million  a  year  with  medio- 
cre management — and  much  more 
under  superior  management.  Bass  has 
agreed  to  give  Fizzlick  a  30%  stake  in 
the  healthy  bank,  plus  75%  of  the 
cash  he  realizes  from  tax-loss  bene- 
fits— at  least  "nine  digits"  worth. 

But  weep  not  for  Bass.  Even  with 
these  concessions,  Bass  could  easily 
raise  hundreds  of  millions  of  dollars 
by  selling  debt  or  equity  in  a  new  S&L 
holding  company.  Those  proceeds, 
plus  Bass'  share  of  certain  tax  bene- 
fits, would  let  him  take  most  or  all  of 


his  money  off  the  table  and  still  own  a 
big  piece  of  a  huge,  valuable  S&L. 

Forget  the  flap  in  the  media  and  in 
Congress  about  the  proposed  mer- 
chant banking  subsidiary.  Bass'  busi- 
ness rivals  waved  that  red  herring  be- 
cause they  knew  it  was  easy  to  get 
congressmen  exercised  about  the 
prospect  of  using  federally  guaranteed 
deposits  to  fund  things  such  as  hostile 
takeovers.  What  the  rivals  really 
want,  however,  is  to  block  the  birth  of 
the  healthy  new  federally  subsidized 
competitor  that  Bass  would  run.  They 
want  to  blackball  Robert  Bass. 

The  real  scandal  here  isn't  the  nice 
deal  that  Fizzlick  handed  Robert 
Bass — after  all,  someone  had  to  take 
the  corpse  off  Fizzlick's  hands.  The 
real  scandal  is  the  continuing  efforts 
of  the  authorities  to  hide  from  the 
American  people  the  full  dimensions 
of  the  S&X  disaster  and  how  much  it 
will  eventually  cost  the  taxpayer.  ■ 


Is  America's  second-biggest  soap  company 
suddenly  Wall  Street's  biggest  hunk  of 
shark  bait?  Not  if  Reuben  Mark  can  help  it. 


Colgate's 
challenge 


By  Richard  Behar 


T|  he  giant  Colgate-Palmolive 
Co.  (1987  sales,  $5.6  billion)  re- 
cently surfaced  as  a  possible 
takeover  play  in  the  Wall  Street  Jour- 
nal's "Abreast  of  the  Market"  col- 
umn. Little  wonder  there  are  rumors: 
Here's  a  company  sitting  on  nearly 
$1  billion  in  cash  and  owning  such 
valuable  brand  names  as  Ajax,  Fab 
and  Irish  Spring.  Overseas,  where  it 
gets  more  than  60%  of  its  revenues, 
Colgate  is  a  market  leader  in  con- 
sumer product  categories  ranging 
from  detergents  to  toothpaste.  Col- 
gate's debt  is  around  half  a  billion 
dollars  against  a  market  capitaliza- 
tion just  over  $3  billion. 

You  don't  have  to  be  a  takeover 
artist  to  see  the  appeal:  Make  a  tender 


offer  well  over  the  market  price,  then 
use  the  cash  and  borrow  against  the 
assets  to  get  most  of  your  money  out. 
You  end  up  controlling  a  debt-bur- 
dened company  for  a  net  outlay  of  a 
few  hundred  million  dollars. 

Trading  at  a  modest  1 1  times  pro- 
jected 1989  earnings,  there's  no  ques- 
tion that  Colgate  has  the  look  and 
smell  of  shark  meat.  Back  out  the 
cash,  and  you  get  a  price  tag  of  just  $2 
billion  for  more  than  twice  that 
amount  in  revenues  and  for  some  of 
the  most  desirable  consumer  fran- 
chises in  the  world. 

But  before  any  shark  can  gobble  up 
Colgate,  it's  first  got  to  get  past  Reu- 
ben Mark,  49,  the  company's  quick- 
m-the-water  chairman  and  chief  exec- 
utive. He's  a  career  Colgate  man  with 
a  Harvard  M.B.A.  and  a  subtle,  analyt- 


ical mind. 

Mark  has  his  own  strategy  for  mak- 
ing the  best  of  Colgate's  impressive 
assets.  Since  taking  charge  in  1984, 
Mark  has  slashed  plant  capacity  near- 
ly 30%,  cut  15%  of  the  work  force, 
bought  in  15%  of  the  stock  and  sold 
off  unrelated  businesses.  The  latest  to 
go  was  Kendall  Co.  This  health  care 
products  company  was  in  an  attrac- 
tive business,  but  it  fetched  $960  mil- 
lion, and  the  sale  got  Colgate  out  of  a 
business  that  was  far  afield  from  its 
traditional  soaps  and  toiletries. 

You  can't  knock  the  results  of  what 
Mark  has  been  doing.  Last  year  Col- 
gate's return  on  equity  rose  from  19% 
to  21%.  That's  partly  because  Colgate 
has  been  buying  in  stock,  but  earnings 
gains  have  averaged  18%  annually 
since  1984. 

Mark,  however,  has  yet  to  deal  suc- 
cessfully with  Colgate's  glaring  weak- 
ness: its  profitability.  Colgate  has 
among  the  lowest  profit  margins  in 
the  industry.  Its  estimated  1988  pre- 
tax margin,  6.5%,  pales  next  to 
Procter  &  Gamble's  8.4%,  Unilever's 
8.7%  and  Clorox'  16.8%. 

Why  this  flawed  profitability? 
Lacking,  say,  Procter  &  Gamble's 
dominant  market  share,  Colgate  has 
held  on  by  disguised  price-cutting. 
This  takes  the  form  of  promotions 
such  as  trade  discounts,  coupons  and 
advertised  specials.  Colgate  spends 
more  on  promotions  than  any  rival. 
The  inevitable  result  is  that  it  makes 
less  on  each  bar  of  soap  and  tube  of 
toothpaste  than  P&.G  does.  A  few 
painful  experiences  with  cutting  back 
on  promotions  to  save  money  have 
convinced    Mark    that    eliminating 
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Reuben  Mark,  chief  executive  of  Colgate-Halmolive  Co. 

How  will  he  spend  his  $1  billion?  "Bunts,  walks  and  singles." 


"Outsiders  may  be  looking 
for  some  big  domestic 
product.  But  what  will 
generate  profits  for  many 
years  is  a  modest  new- 
product  thrust  worldwide, 
plus  all  those  little  things 
like  higher  productivity, 
efficiency,  compensation 
tied  to  performance." 


them  will  take  years. 

Despite  weakness  in  its  domestic 
business,  Colgate  last  year  earned 
$2.97  a  share — and  this  year  should 
make  around  $3.45.  This  compares 
with  $5.97  and  $6.60  for  P&G.  What 
keeps  Colgate's  overall  profits  up  is 
its  overseas  business — and  that's 
what  Mark  intends  to  concentrate  on. 
Thus,  of  the  201  new  products  intro- 
duced by  Colgate  in  1987,  only  3  were 
tor  U.S.  consumption.  "We  recently 
approved  spending  SIS  million  to 
buy  a  shampoo  company  in  Australia 
with  a  3%  share,"  says  Mark.  "Sounds 
unimpressive,  but  that's  how  you  get 
more  profitable." 

Take  toothpaste,  which  provides 
Colgate  with  roughly  one-third  ot  its 
total  earnings.  Colgate  regularly  loses 
toothpaste  wars  in  the  U.S.,  but  glob- 
all\  no  rival  can  match  the  firm's  40% 
market  share.  Recently,  P&.G  beat 
Colgate  to  the  U.S.  marketplace  with 
I  I.utai  Control  toothpaste.  But 
less  than  a  year  later  Colgate  had  its 
own  tartar  control  toothpaste  filling 
up  store  shelves  trom  Copenhagen  to 
Cara 

Some  on  Wall  Street  would  like  to 
see  Mark  swing  tor  the  fences  here  in 


the  U.S.  by  plowing  more  money  int 
new  product  development.  Says  Gol 
man,   Sachs  research  ace  Jack 
man:  "Mark  has  whetted  my  appetit 
and  I'd  like  to  see  Colgate  start  play 
ing  some  hardball.  I  want  somethin 
big."  But  Mark  makes  it  clear  that  h 
doesn't  intend  to  blow  his  $1  billior 
cash  hoard  on  some  dramatic  drive  t 
reverse  Colgate's  U.S.  weaknesses.  H 
calls  his  strategy  one  of  "bunts,  walk 
and  singles." 

He  adds:  "We  will  succeed  by  doinj 
a  thousand  things  1%  better  and  not ;  ^i 
few  things  1,000%  better.  Outsider 
may  be  looking  for  some  big  domesti 
product.  But  what  will  generate  prof 
its  for  many  years  is  a  modest  new    , 
product    thrust   worldwide,    plus   al 
those  little  things  like  higher  produc 
tivity,  efficiency,  compensation  ticc 
to  performance 

Like  legendary  Ohio  State  footbal 
coach  Woody  Hayes,  Mark  is  saying 
he's  going  to  march  down  the  tiel 
with  a  strategy  of  "three  yards  and  i 
cloud  of  dust."  It  doesn't  make  fo 
headlines,  nor  is  it  guaranteed  to  kee 
predators  at  bay.  As  a  sensible  way  tc 
run  a  company,  however,  it  has  a  lo 
to  recommend  it.  ■ 
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bst  cards  help  you 
>end  your  money. 


iat's  because  the  CMA®  Visa® 
Did  Program  brings  with  it  a 
lationship  with  a  Merrill  Lynch 
nancial  Consultant,  as  well 
;  all  the  advantages  of  the 
errill  Lynch  Cash  Management 
:count®  financial  service. 
To  start  with,  the  CMA  Visa  Gold 
ogram  can  improve  your  cash 
dw  with  month-end  debiting.  It 
ves  you  a  detailed  year-end  report 
help  with  budgeting  and  tax  plan- 
ng.  And  it  includes  the  extensive 
nge  of  Visa  Gold  travel,  insurance 
id  emergency  services. 
But  that's  only  the  beginning, 
s  part  of  your  CMA  account,  it 
lakes  an  already  powerful 
nancial  tool  even  stronger.  Your 


Financial  Consultant  can  help  you 
use  your  CMA  account  to  coordi- 
nate your  investments,  allocate 
your  assets  and  reinvest  your  earn- 
ings automatically. 

All  of  which  simplifies  the  task 
of  money  management  and  helps 
keep  your  money  working  harder 
for  you. 

For  more  information,  call 
1-800-637-7455,  ext.  6340,  for  a  free 
copy  of  our  Smart  Investor's  Guide 
to  Successful  Money  Management. 
We'll  also  send  you  a  copy  of  our 
new  CMA  account  brochure, 
including  prospectuses  listing  all 
charges  and  expenses.  Please 
read  them  carefully  before  you 
invest  or  send  money. 


Merrill  Lynch 
Financial  Consultants 
like  Mark  Pollard 
understand  your  changing 
financial  needs,  and  have 
access  to  unsurpassed 
resources  to  help 
you  reach  your  goals. 


Merrill  Lynch 


9 1988  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 
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STATE  OF  THE  ART. 


The  refined  shape  of  the  Volvo  780 
was  carefully  arrived  at  by  Bertone,  Italy's 
leading  automotive  designer. 

But  since  the 
turbocharged  780  was 
engineered  in  Sweden, 
the  attraction  goes  well 
beyond  sophisticated 
looks. 

Consider,  for  exam- 
ple, the  Multi-link  independent  rear  sus- 
pension. Unlike  more  conventional  systems. 
Multi-link  allows  each  tire  to  individually 


adjust  to  road  conditions.  So  when  you 
encounter  uneven  road  surfaces  only  on 

tire,  instead  of  four, 
is  affected.  The 
result  is  a  sus[ 
sion  system  th;J| 
puts  comfort 
and  handling  undtjj 
one  roof. 

As  one  woi 
expect,  a  car  of  the  780s  class  is  equipf 
w  ith  a  drivers-side  Supplemental  Restn) 
System  (SRS). 


1988  VOLVO  NORTH  AMERICA  CORPORATION 


When  used  in  conjunction  with  our 
:hree-point  seat  belt,  SRS  is  designed 
:o  increase  protection  to  the  driver  in 
:ertain  types  of  accidents. 

For  additional  safety,  the  Volvo  780 
is  equipped  with  anti-lock  braking  (ABS) 
which  continuously  regulates  the  distribu- 
tion of  braking  power.  Consequently, 

ABS  allows  you 
to  brake  with 
less  chance  of 
skidding  or 
losing  steering 
control.  And 
that  helps  take 
the  panic  out 
of  panic  stops. 


So  see  us  soon  to  test  drive  the 
Volvo  780  personal  luxury  coupe.  It's  an 
engineering  achievement  even  an  artist 
can  appreciate. 


VOLVO 

A  car  you  can  believe  in. 


Perhaps  no  business  can  be  truly  recession- 
proof,  but  American  Building  Mainte- 
nance Industries  comes  pretty  close. 


Clean-up  job 


By  Ellen  Paris 


Y1  ou'll  never  starve  washing 
windows,"  Sydney  Rosenberg  is 
wont  to  say.  He  can  prove  it. 

Rosenberg,  74,  chairman  of  San 
Francisco-based  American  Building 
Maintenance  Industries,  Inc.,  has 
built  a  $528  million  (fiscal  1987  reve- 
nues) business  providing  janitorial, 
maintenance,  security  and  related  ser- 
vices for  high-rise  office,  industrial 
and  commercial  accounts  across  the 
country.  He  weathered  the  last  reces- 
sion well;  in  the  worst  of  it,  1981-82, 
aftertax  margins  were  a  fat — for 
ABM— 2.3%. 

Rosenberg  is  coping 
now,  too,  despite  high  of- 
fice vacancy  rates  in  many 
of  ABM's  major  markets. 
True,  his  aftertax  margins 
are  thinner — down  to  less 
than  1%  last  year.  And 
hard  times  in  the  real  es- 
tate game  are  by  no  means 
his  only  problem.  The 
company's  insurance  bill 
alone  (mainly  liability  and 
workers'  compensation) 
has  tripled  since  1985,  to 
$30  million  a  year.  ABM's 
earnings  fell  to  $1.30  last 
year,  compared  with  $  1 .40 
the  year  before,  and  $2.26 
a  share  in  1983.  Explains 
Chief  Executive  David 
Anacker,  53:  "When  your 
customer  is  fighting  for 
survival  it's  tough  to  raise 
prices.  You  have  to  do  a 
lot  of  swallowing." 

But  for  ABM,  founded 
in  1909  by  Rosenberg's  fa- 
ther, a  window  washer, 
survival  is  not  an  issue. 
ABM  now  has  6,000  ac- 
counts,    including    such 


landmarks  as  the  General  Motors 
Building  in  New  York,  the  Bank  of 
America  building  in  San  Francisco, 
Los  Angeles'  ARCO  Plaza  and  Phila- 
delphia's Mellon  Bank  Center.  The 
janitorial  business  accounts  for  about 
64%  of  revenues  and  75%  of  profits. 
Other  divisions  run  parking  lots  and 
garages  (400  nationwide),  fix  elevators 
and  rid  homes  and  office  buildings  of 
insects.  Adding  to  the  cost  squeeze, 
about  half  of  the  company's  35,000 
workers  are  unionized.  Janitors  in  San 
Francisco,  for  example,  make  $11  an 
hour. 

Thus  has  ABM  had  to  work  with  its 
customers  to  lowci  both  their  costs 


y>.i/  s  Chairman  Sydney  Rosenberg 

Seeing  opportunities  in  tough  times. 


and  its  own.  Take  window  washing. 
Instead  of  washing  windows  every 
two  to  three  months  on  a  fixed  sched- 
ule, ABM  now  does  them  every  six 
months  or  as  requested  by  the  cus- 
tomer. Same  with  lighting:  Replace 
burned-out  lights  as  needed,  not  on  a 
regular  schedule. 

Meanwhile  ABM  is  focusing  on 
higher-margin  businesses  such  as  ele- 
vator repair  and  pest  control.  And  as 
the  lobbies  of  new  office  buildings  use 
more  marble  and  terrazzo  flooring, 
ABM  is  doing  more  upkeep  on  them. 
Smart  businessman  that  he  is,  Ro- 
senberg spies  opportunities  in  tough 
times.  "Owners  are  looking  to  save 
money  and  that  opens  doors  for  us," 
he  says.  "If  we  hear  a  building's  been 
sold,  we  get  out  there  and  bid  for  the 
business  because  the  first  thing  a  guy 
does  when  he  buys  a  building  is  ask 
himself,  'How  can  I  save  money?'  " 

Rosenberg's  cost-cutting  and  push 
into  new  markets  seem  to  be  paying 
off.  For  the  fiscal  year  ending  Oct.  31, 
ABM's  revenues  are  forecast  to  in- 
crease by  12%,  earnings  by  33%.  The 
firm's  stock,  recently  263/i,  is  near  its 
52-week  high.  The  national  office  va- 
cancy rate,  while  still  a  high  19%,  is 
down  from  21.5%  18  months  ago.  "As 
the  market  gets  healthier,"  says  Da- 
vid Anacker,  "the  owners  will  allow 
us  to  recover  what  we  had  to  eat." 

With  no  doubts  about  his  ability  to 
avoid  starvation,  Sydney  Rosenberg 
likes  his  prospects.  But  precisely  how 
he  will  play  them,  only 
Rosenberg  knows.  "We've 
got  enough  businesses  to 
run  that  in  five  years  we 
could  do  a  billion  dollars," 
he  says.  He  owns  about 
30%  of  ABM's  3.9  million 
shares  with  his  brother 
Theodore,  79,  chairman  of 
ABM's  Executive  Com- 
mittee. The  brothers  have 
run  the  company  since 
their  father  died  in  1935. 
Collectively  the  men  have 
nine  children  (including 
stepchildren).  None  are  in 
the  business. 

An  avid  golfer  and  ten- 
nis player,  Sydney  Rosen- 
berg still  puts  in  a  full  day 
at  the  office.  "We  contin- 
ue to  look  at  LBOs  and 
friendly  offers,"  he  tells 
Forbes  on  the  patio  of  his 
hotel  room  overlooking 
the  Pebble  Beach  Golf 
Links.  But  Rosenberg  is  in 
no  hurry.  "In  the  mean- 
time," he  says,  "we'll  just 
stay  in  our  rocking  chair 
and  do  our  knitting."  ■ 
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ktAIburSeasonsHotdlhe 
)iniri£RoomNever  Closes. 


ItSimplyRelocates. 


We  observe  a  rather  unique 
lg  policy  at  Four  Seasons 
as:  the  proper  time  for  serving 
t-class  meal  is  whenever  your 
tite  desires  it. 

And  if  by  chance  the  serving 
5  of  our  restaurants  don't 
:ide  with  your  schedule,  we'll 
I  the  restaurants  to  you. 
The  same  master  chefs  who 
eive  the  delicacies  served  in 


our  Four  Seasons  dining  rooms 
also  prepare  their  exquisite  crea- 
tions for  your  private  pleasure. 

You  receive  our  restaurants' 
impeccable  table  service  in  your 
guest  room,  as  well. 

And  this  obsessiveness  with 
your  personal  comfort  extends 
throughout  our  entire  opera- 
tion. If  at  any  time,  for  example, 
you  should  require  a  car,  a  typist, 


fresh  linens  or  fresh  ice,  you  will 
note  that  the  Four  Seasons  staff 
stands  ready  at  all  times. 

So,  when  next  you  travel, 
come  stay  with  us.  You'll  discover 
a  refreshing  difference.  At  a  Four 
Seasons  Hotel,  attentiveness  never 
goes  off  duty 

Four  Seasons  Hotels 
and  Resorts 


ITED  STATES:  Austin.  Boston.  Chicago  I  The  Rttz-Car/ton).  Chicago  (opens  1989).  Houston  (Center).  Houston  (Inn  on  the  Park).  Los  Angeles.  Neu  York  (The  Pierre). 
t>ort  Beach  California.  Philadelphia.  San  Francisco.  Seattle.  Washington  D .C .  CANADA:  Montreal '( Le  Quatre  Satsons ).  Ottawa.  Toronto  (Yorkville).  Toronto  (Inn on  the 
''ark).  Vancouver.  UNITED  KINGDOM:  Londonf  Inn  on  the  Park).  JAPAN:  Tokyo  (opens  1991  )■  RESORTS:  Dallas  ( Las  Colinas ).  MauitWailea.  opens  1989). 
Santa  Barbara  (T he' Biltmore).  Canada  (Minaki  Lodge.  Northern  Ontario).  For  reservations  in  the  U.S.  call  (800)  332-3442;  in  Canada  call  (800)  268-6282. 
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t's  a  whole 

)all  game. 


AT&T  has  just  fielded  a  new  team  of  long  distance 
discount  plans. 

Now  you  don't  have  to  be  a  major  league  player  to  get 
major  league  discounts. 

Because  any  size  business  can  save  from  10%  to  50% 
with  the  new  AT&T  WATS  lineup. 

Today  WATS  means  Wide  Area  Telecommunications 
Services.  And  with  AT&T  it  means  that  every  direct-dialed, 
out-of-state  call  is  discounted,  24  hours  a  day,  seven  days  a 
week.  Our  plans  offer  you  call  detail*  and  distance-sensitive 
pricing.  Our  new  family  of  plans  even  gives  you  the  choice 
of  dedicated  or  nondedicated  lines. 

Our  new  lineup  has  a  plan  for  nearly 
every  size  player  in  every  league. 

AT&T  PROsm  WATS  I,  II  and  III  are  for  small,  medium 
and  large  businesses  that  make  at  least  $120  per  month  in 
long  distance  calls. 

PRO  WATS  works  off  your  existing  lines,  so  there's  no 
need  for  special  equipment  and  they  give  you  detailed 
billing  and  distance-sensitive  rates.  There  are  even  dis- 
counts on  out-of-state  AT&T  Card  calls  and  direct-dialed 
international  calls  to  40  of  the  most  frequently  called 
countries.** 

The  original  AT&T  WATS  Service  provides  the  security 
and  control  of  dedicated,  outgoing  lines  that  cover  specific 
banded  areas.  Now  it  also  includes  distance-sensitive  pric- 
ing and  detailed  billing.  Discounted  rates  are  based  on 
calling  range,  time  and  volume  of  calls.  And  our  rates  have 
dropped  25%  since  1984.  Original  WATS  is  ideal  for  busi- 
nesses with  a  predictable  calling  pattern. 

AT&T  MEGACOM*  WATS  offers  our  lowest  per-call  rates 
to  businesses  that  make  over  800  hours  per  month  in  both 
in-state  and  out-of-state  calls.  This  is  a  plan  with  dedicated 
lines,  distance-sensitive  pricing  and  special  discounts  based 
on  time-of-day  and  day-of-the-week 


AT&T  PRO  WATS  State  is  a  special  discount  plan  for 
customers  whose  AT&T  long  distance  calls  are  primarily 
in-state. 

And  if  your  company  has  several  locations,  our  Multi- 
location  WATS  can  save  you  even  more. 

Businesses  currendy  enrolled'in  an  AT&T  WATS, 
MEGACOM,  PROsm  America  or  International  PLUSsm  plan, 
will  automatically  be  converted  to  the  plan  with  equivalent 
features. 

AT&T  Account  Representatives 

will  make  sure  you  get 
the  best  plan  for  your  needs. 

No  other  company  has  people  with  the  training,  the 
know-how  and  the  experience  to  analyze  your  needs  and 
help  you  design  a  game  plan  for  the  most  cost-effective 
long  distance  service. 

AT&T  Reps  are  one  more  reason  why  more  people  trust 
more  calls  to  AT&T  than  all  the  others  combined. 

If  you  thought  only  heavy  hitters  could  get  discounts  on 
AT&T  WATS,  our  reps  can  show  you  that  now  it's  a  whole 
new  ball  game. 

To  get  the  best  quality  at  the  best  price,  call  for  the  new 
AT&T  WATS  lineup: 

1 800  222-0400 

♦Available  October,  1988  for  AT&T  WATS 

"Discounts  on  international  calls  apply  during  the  standard  and/or  discount  rate  periods, 
to  Canada  during  the  day  and  evening  rate  periods,  and  to  the  US.  portion  of  calls  to 
Mexico  during  the  standard  rate  period. 


AT&T 

The  right  choice. 


Everywhere  there  is  serious  talk  of  peace 
and  of  arms  reductions.  So  why  aren't  the 
arms  merchants  crying? 

The  arms  trade- 
moving  upmarket 


By  Peter  Fuhrman 


Living  by  the  sword 


During  eight  years  of  carnage  in  the  Persian  Gulf,  the  two  warring 
sides  spent  $27  billion  on  major  weapons  from  at  least  53  nations. 
Arms  merchants  in  China,  Brazil  and  Egypt  were  especially 
dependent  on  sales  to  the  combatants.  Their 
exports  will  suffer  most  if  the  cease-fire  holds. 


Pfc  eace  seems  to  be  breaking  out 
™  all  over.  Are  the  arms  manu- 
facturers in  despair?  Far  from  it. 
"For  companies  like  ours,  selling 
high-tech  weapons,"  says  Felix  Der- 
ungs,  president  of  the  military  prod- 
ucts division  of  Swiss  armsmaker 
Oerlikon-Buhrle,  "business  is  always 
best  during  a  period  of  calm." 

Bearing  him  out,  arms  traders  agree 
that  the  world  arms  market  will  prob- 
ably rise  by  a  steady  5%  to  8%  from 
its  record  1987  level  of  $40  billion.  For 
the  U.S.  and  Britain,  1988  should  be  a 
strong  year,  with  rising  exports  to  the 
Middle  East  and  Asia. 

The  Iran-Iraq  war,  which  cost  its 
two  stalemated  belligerents  an  esti- 
mated $200  billion,  created  a  new 
group  of  major  arms  exporters,  includ- 
ing China,  Egypt,  Brazil,  Greece  and 
South  Africa.  These  nations  all  made 
tremendous  profits  by  running  the 
U.S. -led  arms  embargo  against  sales 
to  Iran  and  Iraq.  These  countries  were 
the  real  war  profiteers.  Also  benefit- 
ing were  the  Soviet  Union  and  France, 
which  together  accounted  for  70%  of 
Iraq's  $25  billion  in  foreign  arms  pur- 
chases. But  the  trade  was  concentrat- 
ed in  commodity  goods  like  guns,  ar- 
tillery and  ammunition,  not  in  high- 
technology  products.  When  war  ends, 
priorities  change  and  the  gun-running 
nations  face  hard  times. 

Iran  and  Iraq  will  not  curtail  their 
arms  purchases.  They  will  try  to  re- 
arm quickly  with  sophisticated  and 
expensive  weaponry,  including  air- 
and  sea-launched  missiles  and  com- 
mand-control radar.  "Neither  side  be- 
lieves in  the  peace.  They  will  use  the 
pause  to  rehabilitate  their  economies 
and  boost  oil  exports,"  comments  Is- 
raeli defense  specialist  General  Aron 
Levran.  "They  will  use  the  revenues 
to  expand  and  update  their  arsenals." 
Both  Iran  and  Iraq  had  to  pay  exorbi- 
tant prices  during  their  eight-year- 
long war  to  "peace-loving"  countries 
like  Greece.  The  Soviets  turned  a  nice 
profit,  too.  The  Soviets  sold  Mig-29 
fighters  to  Iraq  for  $35  million  each, 
nearly  twice  the  price  paid  by  India  for 
the  same  plane.  The  Vietnamese, 
meanwhile,  charged  Iran  $400  million 
for  20-year-old  battle-worn  American 
tanks  and  planes. 

Iran  and  Iraq  can  now  shop  around 
in  relative  leisure.  Less  urgency,  ana- 
lysts agree,  will  lower  prices.  Expect  a 
steeper  decline  if  the  U.S.  relaxes 
its  embargo,  as  many  of  its  Europe- 
an allies  hope.  The  British  and  Ital- 
ians are  eager  to  sell  again  to  Iran  and 
Iraq.  Other  Middle  East  states,  in  a 
spiraling  response  to  the  threat  posed 


\nth  <.  hiiMu 


48 


FORBES,  OCTOBER  3,  1988 


\n  Iraqi  Mirage  fires  an  Exocet  missile 
"Neither  side  believes  in  the  peace. 


svgmj 


by  rearming  in  Iran  and  Iraq,  will  like- 
1  ly  step  up  their  own  purchases  of  ad- 
vanced weaponry. 

While  the  market  will  remain 
strong,  competition  in  the  arms  ex- 
port business  is  heating  up.  Real  de- 
fense budgets  are  falling  in  the  U.S. 
(by  7%  since  fiscal  1986)  and  in  most 
other  NATO  countries.  So  arms  man- 
ufacturers are  looking  to  exports  to 
maintain  their  volume  of  sales.  Last 
year,  according  to  the  Stockholm  In- 
ternational Peace  Research  Institute, 
major  arms  exports  reached  $35  bil- 
lion. Illicit  black  market  trading  and 
sales  of  guns  and  ammunition  added 
another  $5  billion.  The  world's  six  top 
arms  exporters — the  Soviet  Union, 
U.S.,  France,  U.K.,  West  Germany  and 
China — provided  almost  85%  of  total 
deliveries. 

For  the  third  year  running,  Soviet 
exports  outpaced  those  of 
the  U.S.,  but  by  a  reduced 
margin.  In  1987  General 
Dynamics,  America's 
largest  arms  exporter, 
shipped  a  record  127  F-16 
fighter  aircraft.  Price  tag: 
about  $22  million  each. 
Deliveries  of  Awacs  early- 
warning  aircraft,  made  by 
Boeing  and  Grumman, 
were  also  high  last  year. 
Other  leading  exporters 
are  Raytheon,  McDonnell 
Douglas  and  Hughes. 

The  U.S.  is  still  the  fa- 
vored supplier  of  ad- 
vanced-technology weap- 
ons. The  biggest  restraint 
on  exports  continues  to  be 
Congress,  which,  by  deny- 
ing arms  to  many  coun- 
tries, drives  them  into  the 
arms     of     price-gougers. 


Twice  in  1987  Congress  thwarted  the 
White  House's  proposed  sale  of  Amer- 
ican planes  and  missiles  to  the  Saudis. 
Incensed,  the  Saudis  bought  British. 

In  Europe,  ideology  less  frequently 
interferes  with  business.  The  $10  bil- 
lion Saudi  deal,  encouraged  by  Prime 
Minister  Thatcher's  persuasive  sales- 
manship, won  plaudits  in  Britain. 
Two  of  Europe's  neutrals,  Switzerland 
and  Sweden,  also  sold  a  record 
amount  last  year.  The  Swedes,  who 
love  to  think  of  themselves  as  peace- 
lovers  and  peacekeepers,  were  tarred 
by  a  series  of  arms  scandals  last  year, 
including  the  disclosure  of  boat  and 
explosives  sales  to  Iran  and  bribe  pay- 
ments by  armsmaker  Bofors  to  win 
contracts  to  sell  artillery  to  India. 

Two  countries  that  most  need  the 
foreign  exchange  from  the  arms  trade, 
however,    face    declining    prospects. 


Iraqi  soldiers  display  captured  Iranian  weapons 
The  Iran-Iraq  conflict  created  a  new  group  qfs 


China,  offering  basic  weapons  built  to 
outdated  Soviet  specifications,  was 
Iran's  main  supplier.  It  sold  $3  billion 
in  arms — impartially  to  both  sides — 
in  the  Persian  Gulf  conflict.  "The 
Chinese  are  the  new  supplier  of  last 
resort  to  warring  countries,"  says  a 
British  Ministry  of  Defense  official. 
"Peace  in  the  Gulf  should  be  disas- 
trous for  their  business." 

The  Soviets'  total  volume  of  sales 
remained  high  last  year,  but  they  are 
increasingly  dependent  on  a  declining 
number  of  bulk-purchase  customers. 
Fully  25%  of  the  Soviet  Union's  ex- 
ports in  1987  were  to  client  states 
Angola,  Afghanistan  and  Iraq.  These 
countries'  weapons  imports,  if  the 
various  cease-fires  hold,  will  wither. 
The  Soviets'  main  weapons  client,  In- 
dia, did  its  expensive  high-technology 
shopping  in  Britain,  France  and  Hol- 
paviovskysygma      land  last  year. 

The  quality  and  reliabil- 
ity of  Soviet  weapons  re- 
main suspect.  Soviet  artil- 
lery shells  and  troop  trans- 
ports performed  poorly  in 
the  Gulf  War.  More  damag- 
ing for  Soviet  prestige, 
however,  has  been  the  So- 
viets' inability  to  produce 
a  surveillance  plane  to 
counter  the  U.S.  Awacs. 
To  move  merchandise,  the 
Soviets  must  rely  on  gener- 
ous Kremlin  financing:  20- 
year  loans  at  a  concession- 
ary 5%  interest  rate  to 
most  buyers. 

For  the  moment,  the 
prospects  for  peace  are 
bright.  But  not  yet  are  the 
nations  of  the  world  ready 
to  beat  their  swords  into 
plowshares.  ■ 
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Like  other  utilities  across  the  country,  Los 
Angeles  Pacific  Enterprises  is  rapidly  diver- 
sifying. But  to  what  end? 


Haywire 


By  John  Heins 


No  longer  content  to  earn 
from  their  local  monopolies 
whatever  regulators  allow, 
electric  and  gas  utilities  these  days  are 
buying  savings  and  loans,  insurance 
companies,  even  satellite  television 
networks.  In  the  biggest 
deal  yet,  Houston  Indus- 
tries Inc.,  parent  of 
Houston  Lighting  & 
Power,  agreed  in  August 
to  pay  $1.27  billion  to 
buy  the  U.S.  cable  tele- 
vision properties  of 
Canada's  Rogers  Com- 
munications Inc. 

Does  all  this  buying 
make  sense?  No — or,  at 
the  very  least,  not  yet — 
in  the  case  of  $5.4  billion 
(sales)  Pacific  Enter- 
prises, Los  Angeles- 
based  parent  of  Southern 
California  Gas  Co.  Since 
January,  Pacific  has 
spent  nearly  $700  mil- 
lion to  buy  a  Dallas- 
based  oil  and  gas  compa- 
ny, a  drugstore  operator 
in  Seattle,  6.8  million 
barrels  of  proven  oil  re- 
serves in  Texas  and  two 
midwestern  sporting 
goods  chains.  Adding 
these  purchases  to  exist- 
ing operations  in  retail 
ing— from  the  1986  pur- 
chase of  Thrifty  Corp. — 
and  oil  and  gas  produc- 
tion, Pacific  should  get 
around  hall  its  revenues 
this  year  outside  the 
utility  business,  one  of 
highest  percentages 
try. 
no    mystery 


about  why  Pacific  is  in  a  rush  to  diver- 
sify. Its  Socal  Gas  subsidiary  is  the 
largest  gas  distribution  utility  in  the 
country,  serving  4.3  million  custom- 
ers in  California  and  earning  some 
$400  million  a  year  in  operating  in- 
come. But  customer  growth  in  recent 
years  has  slowed  to  only  2.2%  a  year. 


Pacific  Enterprises'  lames  i  Taropina  and  Paul  Miller 

Shareholders  are  still  waiting. 


Regulators  are  getting  tougher:  Las 
December  California's  Public  Utili 
ties  Commission  cut  Pacific's  autho 
rized  return  on  equity  from  13.9%  tc 
12.75%.  To  grow,  and  to  deploy  the 
still-considerable  excess  cash  throwr 
off  from  the  utility,  Pacific  must  look 
elsewhere.  "Our  primary  goal  is  tc 
build   value   for   our   shareholders,' 
boomed  Chairman  Paul  Miller,  63,  at 
an  analysts'  meeting  earlier  this  year. 
A  fine  sentiment.  But  why  not  re 
turn  Pacific's  excess  cash  to  share 
holders  in  the  form  of  big  dividends  oi 
stock  buybacks?  Miller,  a  grandson  ol 
the  company's  founder  and  Pacific's 
chief  executive  for  20  years,  declined] 
to  be  interviewed.  But  he  seems  to  b 
saying  that  he  and  his  heir  apparent, 
President  James  Ukropina,  can  fin 
more   productive   uses   for   Pacific's! 
cash  flow  than  shareholders  them 
selves  can. 

Can  he?  So  far,  the  success  of  Pa 
cific's  nonutility  efforts  is  decidedly 
mixed.  Its  oil  and  gas  operations, 
greatly  expanded  through  an  acquisi- 
tion in  1983,  suffered  a  $227  million 
pretax  writedown  in  1986  as  oil  and 
gas  prices  fell,  causing 
reported  corporate  earn- 
ings to  plunge  65%.  But 
at  least  that  business  has 
recovered  somewhat, 
last  year  earning  $35 
million,  15%  of  Pacific's 
total  profits,  on  only  3% 
of  revenues. 

Then  there's  Thrifty, 
bought  two  years  ago  for 
nearly  $900  million.  The 
company,  which  now 
operates  nearly  1,000 
drug-  and  sporting  goods 
stores,  mainly  in  the 
western  U.S.,  has  been 
opening  new  stores  at  a 
rapid  clip.  Profits  are 
growing,  but  margins  are 
still  meager  as  discount 
drugstores  and  super- 
market chains  go  after 
larger  shares  of  the  ma- 
turing drugstore  busi- 
ness. Thrifty's  earnings 
grew  23%  last  year,  to 
nearly  $40  million,  on  a 
sales  gain  of  19%,  to 
$1.8  billion.  But  on  35% 
of  Pacific's  sales, 
Thrifty  earned  only  18% 
of  profits. 

How  have  other  utili- 
ties done  on  forays  out- 
side regulated  areas? 
Those  with  more  mod- 
est plans,  such  as  South- 
ern California  Edison, 
have   registered   consis- 
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'See  your  Mazda  dealer  to*  limited  warranty  details 


Impressive  though 
performance  figures 
like  0  to  60  in  6.7 
seconds,  or  a  track- < 
tested  top  speed  of 
140  mph  are  not  what 
the  RX-7  Turbo  the  worlc 

ing  sports  car.  . 
<erhaps  even  more  impressive  is  the  fact  that  d& 


Mazda  RX-7  is  the  be< 
selling  sports  car  in  the  w 
And  the  RX-7  Turb 
defines  the  reasons  v 
Consider  its  extraord 
nary  racing  heritage.  S 
the  RX-7  has  won  eig 
I  MSA  GTU  season  cham 
ships.  And  accumulated  the  most  rac 


1979 


• 


5  of  any  single  model  in  IMSA  history. 
Consider  the  Mazda  RX-7's  powerful  and 
jue  turbocharged,  intercooled,  fuel-injected, 
ry  engine  that  produces  182-horsepower 
the  smoothest  flow  of  power  in  the  world. 
*e\\  as  its  performance-tuned  suspension 
rigid  semi-monocoque  body. 
Consider  its  "bumper-to-bumper"  36-month 
0,000-mile  warranty*— the  best  in  its  class. 


Then  consider  calling  this  toll-free  number: 
800-424-0202  ext.  732  for  more  information 
about  the  Mazda  RX-7  Turbo. 

Because  if  you  want  to  get  behind  the 
wheel  of  the  world's  fastest  moving  sports  car, 
you'd  better  do  some  moving  of  your  own. 

Mazda  RX-7  Turbo 

Ultra-high  performance.  The  Mazda  Way. 


Its  the  only  hotel 
in  new  york 
for  people 

WHO  DON'T 
LIKE  HOTELS. 


On  the  comer  of  Park 
Avenue  and  65th  Street 
stands  The  Mayfair 
Regent.  The  chosen 
New  York  home  for  those 
who  are  used  to  gracious 
living. 


NEW  YORK 
A  RECENT"  INTERNATIONAL  HOTEL 


AUCKLAND  BANGKOK  BEVERLY  HILLS  CHICAGO  FIJI  HONGKONG  KUALA  LUMPUR  MaBtXiRNE  NEW  YORK  SYDNEY  TAIPEI 


(800)5454000 


Many  are  Called 
Few  are  Chosen. 


Management  Recruiters. 

No  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 


EJ 


MANAGEMENT 
RECRUFTERS* 

350  oldces  nationwide 


tent  earnings  gains  from  nonutility 
operations.  But  the  more  aggressive, 
such  as  Illinois'  Nicor  Inc.,  Texas'  En- 
tex,  Florida's  FPL  Group,  Arizona's 
Pinnacle  West  Capital,  among  several 
others,  have  suffered  losses  or  sharp 
earnings  setbacks  brought  on  by  trou- 
bles at  nonutility  ventures.  Nicor, 
parent  of  Northern  Illinois  Gas,  lost  a 
total  of  $334  million  in  1984  and  1985 
because  of  disastrous  ventures  into 
coal,  contract  drilling  and  barge  haul- 
ing. "It's  easy  to  assume  that  because 
you're  good  at  running  one  business, 
you'll  be  good  at  running  another," 
says  Richard  Cline,  Nicor's  chairman. 
"That  isn't  necessarily  so." 

Pacific's  Miller  is  not  one  for  the 
cautious  approach.  His  April  purchase 
of  oil  and  gas  producer  Sabine  Corp., 
for  $339  million,  is  a  major  bet  that 
currently  sluggish  energy  prices  will 
rebound  strongly.  Sabine  lost  $7.5 
million  on  sales  of  $69  million  last 
year,  but  Miller  sees  long-term  value 

All  this  diversification  has 
yet  to  build  value  for 
shareholders.  While  the 
market  has  gained  1 9% 
since  the  crash,  Pacific 
shares  haven't  budged. 

in  the  company's  large  oil  and  gas 
reserves  and  undeveloped  acreage.  For 
that,  he  paid  top  dollar.  He  outbid  a 
competing  suitor  for  Sabine,  Presidio 
Oil  Co.,  by  some  $60  million. 

Miller's  $234  million  purchase  of 
the  assets  of  Pay'n  Save  Inc.,  complet- 
ed in  June,  is  also  risky.  Pay'n  Save 
operates  some  150  drug-  and  general 
merchandise  stores,  mostly  in  the  Pa- 
cific Northwest.  The  chain  has  been 
floundering  after  several  ill-conceived 
merchandising  changes — moving 
away  from  drugs  into  closeout  general 
merchandise,  for  example — but 
Miller  figures  new  capital  and  strong 
management  controls  from  Pacific 
will  help  turn  things  around.  Miller  is 
generally  considered  to  have  gotten 
the  Pay'n  Save  stores  at  a  good  price, 
but  regaining  lost  ground,  especially 
in  the  cutthroat  drugstore  business, 
won't  be  easy. 

All  this  activity  has  yet  to  build 
value  for  shareholders.  Pacific's  earn- 
ings per  share  peaked  at  $5.02  in  1983. 
Now,  seriously  diluted  by  new  shares 
issued  for  acquisitions,  per-share 
earnings  will  probably  be  around 
$3.50  this  year,  barely  covering  the 
dividend.  Dividends,  unchanged  since 
1986,  won't  be  raised  anytime  soon. 
While  the  market  has  gained  19% 
since  last  year's  crash,  Pacific  shares, 
at  around  45 Vi,  haven't  budged.  ■ 
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Hercules  didn't  seem  to  have 
a  big  problem  with  Cerberus. 
After  all,  not  only  did  he  carry 
the  dog  up  from  the  lower  world, 
he  also  carried  him  back,  with- 
out a  hitch. 

Modem-day  management  pro- 
blems, like  productivity  improve- 
ment, should  be  so  easy. 

That's  where  we  come  in. 

We've  enhanced  productivity 
for  half  the  top  1000  companies 
in  America.  In  addition,  we've 
worked  in  25  countries  overseas. 
And  we  don't  just  improve 
profits.  We  also  improve  quality. 

On  the  average,  our  clients 
realize  a  400%  return  on  their  in- 
vestment in  the  first  year  alone. 

We  not  only  create  produc- 
tivity plans,  we  install  them.  We 
actually  put  in  the  systems,  fine- 
tune  them,  even  train  your 
employees. 

Service  Sector 

We  reduced  a  company's 
workload  over  30%  in  the 
finance,  administrative,  and 
clerical  areas  by  eliminating 
duplication,  and  redesigning 
their  facilities,  equipment 
and  methods.  Results:  A 
streamlined  operation,  reduced 
costs  and  backlog,  enhanced 
quality  and  service. 


Alexander  Proudfoot 

The  Power  of  Productivity. 


If  you  like  those  numbers  write, 
or  call  this  number: 

800-843-4877 

And  we'll  send  you  our  brochure, 
Productivity:  Myths  and  Reality. 


Name 

Company 

Tide 

Address 

City 

State 

Zip 

Founded  1946  Executive  offices  1700  Palm  Beach  Lakes  Boulevard,  Wesi  Palm  Beach.  FL  33401  Operating  in  the  United  States.  Canada. 
Mexico,  Brazil,  Great  Britain,  France,  Federal  Republic  of  Germany,  Italy,  Spain,  Portugal.  Sweden,  Denmark.  Ireland,  Luxembourg,  The 
Netherlands.  Belgium.  Australia,  Hong  Kong,  Malaysia,  Thailand,  Singapore,  and  soon  in  Taiwan  In  Florida  or  Canada,  call  407-697-9600      ' 


ft"™  FBS  10/03/88 

Alexander  Proudfoot,  Executive  offices: 

1700  Palm  Beach  Lakes  Boulevard, 

West  Palm  Beach,  FL,  33401 


In  Canton,  Ohio,  the  heart  of  the  Rust  Belt, 
where  dozens  of  factories  stand  empty, 
Timken  is  hiring  again.  Here's  why. 

"You  do  the  job 
or  you're  dead11 


Timken  Co.  Chairman  W.R.  Timken  Jr. 

Behind,  the  turnofthe-century  facade,  a  high-technology  company. 


Soon  Goldsmith 


By  Ralph  King  Jr. 


In  his  Canton,  Ohio  office,  W.R. 
(Tim!  Timken  Jr.  is  reverently 
running  his  fingers  along  a  ta- 
pered roller  bearing.  It  consists  of  two 
concentric  steel  rings  that  spin 
smoothly  on  a  row  of  cylindrical 
rollers  between  them.  That  deceptive- 
ly simple  bearing,  invented  by  Chair- 
man Timken 's  great-grandfather  in 
1898,  is  possibly  the  most  exhaustive- 
ly engineered  piece  of  machinery  in 
the  U.S.  today. 

Tapered  bearings  are  heavy-duty 
versions  of  ball  bearings  and  are  found 
in  everything  from  automobile  gear- 
boxes to  space  shuttle  landing  gear. 
They  sell  at  wholesale  for  as  little  as 
$2  apiece,  and  the  Timken  Co  makes 


what  are  widely  regarded  as  the  best 
in  the  world.  Ninety  years  after  their 
invention,  tapered  bearings  remain 
the  foundation  product  for  this  su- 
perbly managed  $1.2  billion  (1987 
sales)  manufacturing  enterprise. 

By  relentlessly  improving  and  find- 
ing new  uses  for  its  bearings,  Timken 
has  not  just  survived  but  has  held 
tightly  to  a  60%  share  or  more  of  the 
U.S.  market  against  unrelenting  com- 
petition, not  only  from  U.S.  compa- 
nies like  Ingersoll-Rand  but  also  from 
such  foreign  giants  as  SKF  of  Sweden 
and  NTN  of  Japan. 

The  price  oi  holding  this  strong 
market  share  has  been  the  sacrifice  of 
certain  short-term  price  advantages 
and  a  constant  attention  to  technol- 
ogy. Hundreds  of  design  refinements, 


many  invisible  to  the  naked  eye,  and 
cleaner  alloy  steels  explain  why  a 
Timken  bearing  that  can  carry  16,000 
pounds  is  one-sixth  the  cost,  one- 
third  the  weight,  sustains  one-quarter 
the  friction,  and  lasts  four  times  long- 
er than  one  made  50  years  ago. 

"In  a  mechanical  world,  bearings 
are  at  the  heart  of  the  work  equation.  I 
There  is  no  way  to  replace  them,"l 
says  Timken,  49,  a  soft-spoken  Har-B 
vard  business  school  graduate  who  re-H 
placed  his  father  as  chairman  13  years  I 
ago  and  is  the  fourth  generation  of  his  | 
family  to  run  the  company.  "In  a  fu- 
ture that's  energy-constrained,  the 
less  friction  and  the  less  weight  in 
items,  the  less  energy  you  use." 

Don't  let  the  company's  blackened 
smokestacks  and  aging  brick  factories 
fool  you.  Behind  the  turn-of-the-cen- 
tury  facade  is  a  high-technology  com- 
pany. Timken's  research  and  develop- 
ment spending,  roughly  3%  of  sales,  is 
on  a  par  with  such  technology  power- 
houses as  General  Electric,  TRW  and 
General  Dynamics.  Nearly  one-third 
of  Timken's  salaried  staff  have  tech- 
nical jobs.  Even  most  of  its  400  sales- 
people have  engineering  degrees. 

Three  years  ago  Timken  opened  its 
latest  manufacturing  facility,  a  $450 
million  specialty  steel  plant  that  con- 
tinues to  be  the  most  technologically 
advanced  in  the  world.  The  plant  is 
the  key  not  only  to  a  dependable  sup- 
ply of  raw  material  for  bearings — ever 
since  World  War  I  steel  shortages,  the 
company  has  been  vertically  integrat- 
ed— but  also  to  constant  improve- 
ments in  the  raw  material  itself. 

Timken's  technological  strengths 
and  dedication  to  its  product  line  did 
not,  however,  insulate  the  company 
from  the  industrial  recession  that 
swept  this  country  in  the  early  Eight- 
ies, when  an  overpriced  dollar  created 
a  flood  of  industrial  imports.  In  1981 
Timken's  sales  peaked  at  $1.4  billion. 
The  company  showed  red  ink  in  14  of 
the  past  24  quarters,  and  earnings  last 
year  were  a  paltry  0.8%  of  sales,  repre- 
senting a  return  of  1.1%  on  stock- 
holders' equity. 

Yet,  though  manufacturers  all 
around  it  diversified  into  faddish  busi- 
nesses and  shuffled  and  reshuffled 
their  capital  structures  and  product 
lines,  Timken  stuck  to  what  it  knew 
best:  bearings  and  specialty  steel  (ex- 
cess steel  output  accounts  for  some 
30%  of  net  sales). 

"You  don't  develop  the  same  will  to 
succeed  if  you're  not  focused,"  says 
Timken.  He  himself  is  the  very  image 
of  a  focused  person:  At  age  42  he 
trained  for  seven  months  in  his  spare 
time,  then  swam  the  English  Channel 
in  a  six-man  relay  team.  "We  wanted 
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Quality.  Our  Magnificent  Obsession. 


s  is  as  close  as  we  can  come  to 
showing  you  Lands'  End  Quality  in 
ack  and  white.  In  our  free  catalog — 
id  please  send  for  one — living  color 
)es  it  more  justice. 

Finally,  though,  you'll  need  to  feel 
e  fabric  itself  imthis  Pinpoint  Oxford 
lirt  to  understand  the  outer  limits  of 
uality  we  insist  on  in  Lands'  End 
'oducts,  and  why  we're  capitalizing 
ie  word  in  this  advertisement. 

In  this  shirt,  Lands'  End  Quality  is 
sealed  in  the  material  itself,  in  the 
)nstruction  of  the  shirt,  and  in  the 
onerous  proportions  of  the  finished 
irment. 

The  material  is  woven  in  Japan  of 
ie  exceptionally  fine  cotton  yarn  it  is 
Dssible  to  spin  there.  As  to  the  make  of 
ie  shirt,  it  is  characterized  by  the  fact 
lat  aU  seams  are  fully  single-needle 
:itched,  the  collar  and  cuffs  are 
Duble-track  stitched  as  they  should  be, 
id  the  collar  is  non-fused,  the  only  way 


to  give  it  the  natural  roll  that  makes 
buttondowns  what  they  are. 

Finally,  we  grace  the  shirt  with  a  box 
pleat  and  locker  loop,  extra  long  tails,  a 
7-button  placket,  gauntlet  buttons, 
even  an  English-style  split  back  yoke. 
State-of-the-art  tailoring. 

All  this  Quality  with  a  capital  Q  and 
our  Lands'  End  Pinpoint  is  yours  for 
just  $33. 50,  whereas  $45  might  not  buy 
a  comparable  shirt  in  your  favorite 
men's  shop. 

We're  obsessed  with  Quality  at 
Lands'  End.  It's  one  of  our  guiding 
principles.  To  wit: 

We  do  everything  we  can  to  make 
our  products  better.  We  improve 
material,  and  add  back  features 
and  construction  details  that 
others  have  taken  out  over  the 
years.  We  never  reduce  the  quality 
of  a  product  to  make  it  cheaper. 


Clip  the  coupon,  won't  you?  Better 
still,  give  us  a  call  (1-800-356-4444)  any 
hour  of  the  next  24.  Ask  for  a  free 
catalog  and  get  to  know  Quality  in  our 
definition  of  the  word  in  everything  we 
make  or  offer. 
AU  of  it  GUARANTEED.  PERIOD.® 


Please  send  free  catalog. 
Lands' End,  Inc.  Dept.  H-30 
Dodgeville,  WI 53595 


lc2 


Name. 


Address . 
City 


State. 


.Zip, 


Or  call  Toll-free: 

1-800-356-4444 

1988.  Lands1  End.  Inc. 


to  break  the  record  for  people  over  40. 
I  like  to  push  myself/'  he  says. 

Applying  this  same  attitude  toward 
his  business,  he  says:  "If  you're  fo- 
cused, and  your  back  is  to  the  wall, 
it's  not  quite  as  difficult  to  come  to 
the  right  answers.  You  do  the  job  or 
you're  dead." 

So  despite  tough  times,  Timken  lis- 
tened not  to  Wall  Street  but  to  its 
customers,  most  of  whom  turn  out  to 
be  manufacturing  companies  in  their 
own  right.  Timken  salespeople  are 
trained  to  pick  the  brains  of  a  custom- 
er's product  development  engineers 
first,  and  take  orders  second.  This  way 
customized  Timken  bearings  are  of- 
ten incorporated  directly  into  new 
machine  design  and  thus  cannot 
readily  be  replaced  by  a  competitor's. 

One  customer,  Volkswagen,  needed 
bearings  small  and  tough  enough  for 
the  gearbox  of  its  soon-to-be-intro- 
duced Passat  model.  It  took  Timken 
engineers  four  years  to  design  such  a 
bearing  and  build  machines  able  to 
churn  them  out  at  low  cost.  Now 
Timken  has  a  leg  up  on  the  market. 
New  truck  and  aircraft  applications 
are  showing  similar  promise. 

Service  and  quality  alone  don't  sell 
bearings  in  a  competitive  world  mar- 
ketplace. It  takes  patience — or  call  it 
focus.  In  1987,  after  12  years  of  trying, 
Timken  landed  big  orders  in  Japan, 
from  Nissan  and  Mazda.  Faced  with 
unrealistic  pricing  by  competitors, 
Timken  has  also  brought  antidump- 
ing suits  worldwide.  Just  last  fall  the 
U.S.  imposed  duties  on  tapered  bear- 
ings imported  from  six  nations,  in- 
cluding Italy  and  Japan. 

One  solid  reason  for  Timken's  abili- 
ty to  focus  its  efforts  and  ride  out  bad 
times  is  the  fact  that  it  is  in  many 
ways  a  family  company.  The  Timken 
family  and  insiders  hold  roughly  25% 
of  the  stock,  and  pride  themselves  on 
taking  the  long  view. 

They  also  pride  themselves  on 
working  for  more  than  just  money. 
Back  in  1937  muckraker  Ferdinand 
Lundberg  wrote  that  the  Timkens 
were  among  the  25  richest  families  m 
America.  Today  the  family's  Timken 
Co.  stock  is  worth  about  $200  million 
(recent  stock  price:  3 1  !  t),  and  the  fam- 
ily does  not  even  rank  in  Forbes'  an- 
nual survey  of  America's  400  richest 
people.  "It  has  not  been  a  preoccupa- 
tion of  members  of  my  family  to 
make  lots  of  money,"  says  Timken, 
who  paid  himself  a  mere  $308,000  last 
year,  less  than  he  did  in  1980.  "More- 
over, to  my  knowledge,  my  family  has 
never  sold  a  share  of  our  stock." 

Wall  Streeters  complain  that  Tim- 
ken is  run  like  a  private  company, 
with  management  providing  little  in 
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formation  beyond  what  the  Securities 
&  Exchange  Commission  requires. 
Thus  most  analysts  ignore  the  compa- 
ny. But  the  public  shareholders 
haven't  done  all  that  badly:  Assuming 
dividend  reinvestment,  the  stock  is 
up  277%  in  the  last  15  years.  This  is 
behind  the  390%  gain  the  S&P  500 
has  shown  on  the  same  basis,  but  it's 
not  bad,  considering  the  kind  of  com- 
pany Timken  is  and  the  tremendous 
foreign  competition  it  faces. 

And  while  Timken's  low-debt  capi- 
tal structure  would  look  wasteful  to 
junk  bond  empire-builders,  it  has  en- 
abled the  company  to  keep  an  even 
keel  during  hard  times  and  to  contin- 
ue to  take  a  long-term  point  of  view. 
Its  debt  is  only  17%  of  equity. 

Aware  that  foreign  competition  re- 
mains a  problem  and  that  the  dollar 
can  go  up  as  well  as  down,  Timken 
hasn't  taken  big  price  increases  now 
that  capacity  industrywide  is 
strained.  Though  its  gross  margins  are 
a  somewhat  weak  24%  of  revenues, 
Timken  feels  that  price-gouging  even- 
tually drives  away  customers.  "We 
want  to  be  in  a  business  that  will  be 
here  20,  30,  40  years  from  now,"  says 
Timken.  "It's  not  in  the  shareholders' 
long-term  interest  to  maximize  prof- 


its in  the  short  term." 

With  this  disciplined  approach  tc 
pricing,  Timken's  focused  manage- 
ment efforts  are  beginning  to  pay  ofi 
again.  Unlike  some  of  Canton's  othei 
big  employers,  who  closed  plants  and 
left  town,  Timken  is  hiring  again.  In 
the  last  year  it  increased  its  manufac 
turing  payroll  by  10%. 

Sales  should  hit  $1.6  billion  this 
year,  and  earnings  $2.50  per  share  (ad- 
justed  for  a  recent  2-for-l  split),  up 
from  a  meager  39  cents  in  1987.  Next 
year  should  be  even  better. 

Those  who  think  this  kind  of  long 
sighted  family  ownership  is  good  for 
American  business  can  take  heart.  A 
fifth  generation  of  Timkens  is  coming 
along.  Tim's  son,  Henry,  25,  is  work- 
ing at  a  Timken  division  in  France. 

Sitting  in  the  small,  glass-enclosed 
office  once  occupied  by  Henry's 
grandfather,  Tim  Timken  shifts  un- 
easily in  his  armchair  as  the  conversa- 
tion moves  to  talk  of  a  dynasty.  He 
turns  to  the  window,  beyond  which 
stretch  brick  buildings,  shade  trees, 
and  in  the  distance,  a  waving  Ameri- 
can flag,  and  he  says,  "It's  the  Timken 
Co.  people  who  make  the  place  run, 
not  us.  We're  just  the  current  custodi- 
ans of  the  chairs."  ■ 


It  couldn't  be  done,  but  private  enterprise] 
is  close  to  achieving  that  ancient  dream  of\ 
a  tunnel  under  the  English  Channel.  Is\ 
there  a  lesson  here  for  us  Americans? 

Public  good 

through  private 

enterprise 


By  Richard  C.  Morals 


I^RIVATE  ENTERPRISE  will  SOOn  ac- 
"complish  what  Napoleon  Bona- 
parte and  countless  others  failed 
to  do:  Build  a  tunnel  connecting  Brit- 
ain with  the  European  continent.  In 
abou  is  months  two  laser-guided 
tunnel  boring  machines  should  meet 
about  40  meters  under  the  Channel 
seabed— and  Iritain's  ancient  isola- 
tion will  be  ended. 

In  March  19<v6  Prime  Minister  Mar- 
garet Thatcher  and  French  President 
Francois  Mitterrand  awarded  to  a  ten- 


company  Anglo-French  consortium  a 
55-year  right  to  build  and  operate  a 
channel  tunnel.  The  consortium 
founded  Eurotunnel,  and  has  raised 
$10.2  billion  to  complete  the  project. 

Eurotunnel  isn't  an  underground 
highway  but  a  31 -mile  twin  rail  tun- 
nel that  will  run  between  terminals 
near  Folkestone  in  the  U.K.  and  Ca- 
lais in  France.  Cars  loaded  on  special- 
ly designed  shuttles,  which  will  run 
every  12  minutes  during  peak  de- 
mand, will  be  whisked  across  the 
great  divide  in  some  30  minutes. 

Eurotunnel  almost  collapsed  in  the 
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Every  evening,  over  1 .8  million  viewers  tune  into  the  country's  top  daily  business  program: 
1  PBT's  The  Nightly  Business  Report.  Produced  in  association  with  Reuters,  this  program  has  become 
I  e  standard  in  broadcast  business  journalism.  All  with  the  help  of  a  network  system  from  Digital. 

As  WPBT's  President  George  Dooley  explains,  "The  Nightly  Business  Reports  competitive 
i  [vantage  depends  on  our  ability  to  gather  information  coming  in  from  16  bureaus  in  the  United 
!  ates,  Tokyo  and  London.  We  have  to  do  that,  with  the  utmost  accuracy,  in  the  2l/z  hours  between 
I  e  time  when  the  stock  market  closes  and  when  our  program  is  broadcast  via  satellite." 

"The  Digital  network  has  had  a  remarkable  effect  on  the  way  we  compile,  edit  and  update 
rws.  Now,  more  of  our  people  have  a  chance  to  review  a  story  before  it's  aired,  decisions 


"The  computer  network 
that  helps  make  The 
Nightly  Business  Report 
the  most  watched  daily 
business  news  program." 


e  being  made  faster,  and  our  entire  operation  is  more  efficient." 

And  that  good  news  has  traveled  to  other  areas  of  WPBT's  operation.  Today,  the  Digital 
*twork  is  being  used  to  integrate  engineering,  marketing,  accounting  and  fund  raising  for 
eater  productivity. 

Dooley  continues,  "Digital  provided  the  total  solution,  including  the  computer  systems  and 
drd-party  broadcast  software.  And  they  top  it  off  with  outstanding  service  and  support." 

"It's  that  combination  that  has  given  us  our  competitive  edge.  And  turned  The  Nightly  Business 
2port  into  a  real  success  story/' 

For  more  information  on  how  Digital  can  improve  your  com-  BH1HHBH  ' 

;titive  edge,  write  Digital  Equipment  Corporation,  200  Baker  Avenue.    [§]  fl  V    \*  I  f?j  I 
est  Concord,  MA  0 1742.  Or  call  your  local  Digital  sales  office.  M  M  cJ  U  U  tai  II 
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Equipment  &>rporauon,  1988.  The  Digital  logo  is  a  trademark  of  Digital  Equipment  Corporation. 


Eurotunnel  construction  40  meters  beneath  the  English  Channel 
"Investors  will  either  make  a  fortune  or  lose  their  shirts.' 


fall  of  1986  when  it  tried  to  privately 
place  $340  million  in  equity  with  in- 
stitutions. The  French  accepted  their 
allotment  lamblike,  but  the  British 
side  turned  rowdy.  Only  heavy  arm- 
twisting  by  the  Bank  of  England  final- 
ly convinced  British  institutions  to 
kick  in.  Eurotunnel's  British  cochair- 
man  resigned  after  the  rumpus  and 
was  replaced  by  R.  Alastair  Morton, 
the  former  chairman  of  the  invest- 
ment bank  Guiness  Peat  Group. 

Morton  shares  the  top  spot  with  his 
urbane  French  cochairman,  Andre 
Benard,  formerly  managing  director  of 
Royal  Dutch/Shell  Group.  They  rene- 
gotiated banking,  railway  and  con 
struction  agreements,  getting  the 
French  and  British  railways  to  guaran- 
tee the  project  fees  of  at  least  $183 
million  a  year  for  12  years.  The  con- 
struction companies  that  founded 
Eurotunnel,  meanwhile,  have  agreed 
to  pay  30%  of  the  cost  overruns  up  to 
6%  of  the  total  construction  cost. 
Even  the  banks  were  forced  to  loosen 
up,  incoi  porating  a  workable  letter-of- 
credit  into  ;he  credit  facility  so  Euro- 
tunnel had  more  financing  options  at 
its  disposal. 

Eurotum.  :\  figures  the  total  price 
for  the  tunnel — including  construc- 
tion, net  financing  costs  and  a  provi- 
sion for  inflation— will  be  $8.3  bil- 
lion. Adding  in  an  additional  margin 
tor  unexpected  surprises,  Morton  and 


Benard  decided  they  needed  to  raise 
$10.2  billion. 

Off  to  New  York,  Tokyo  and  Paris 
they  went.  In  June  of  1987,  198  banks 
worldwide,  including  the  Bank  of 
Ghina,  Citibank  and  the  Bank  of  To- 
kyo, finally  agreed  to  underwrite  an 
$8.5  billion  credit  agreement.  Their 
one  caveat:  Eurotunnel  had  to  raise 
the  remaining  $1.7  billion  in  equity. 

No  small  matter,  that.  Eurotunnel 
launched  a  $  1 .3  billion  equity  offering 
some  25  days  after  last  October's 
crash.  (It  already  had  $425  million  in 
equity  from  founders  and  European 
institutions.)  "We  had  to  persuade 
people  that  because  a  Eurotunnel  unit 
[one  share  and  warrant  for  $6)  was  a 
discounted  representation  of  a  future 
income  stream,  it  had  nothing  to  do 
with  present  market  conditions," 
says  Morn 

To  1  ^lp  push  the  deal,  Eurotunnel 
also  res  rted  to  a  little  marketing 
fluff.  In\  -stors  were  promised  two 
frei  shutt,  trips  a  year  for  55  years  if 
the  purchjsed  $6,000  worth  of 
shares.  It  worked.  The  public  took 
80%  ol  the  ottering,  leaving  the  un- 
derwriters, including  S.G.  Warburg 
and  Banquc  Nationale  de  Pans,  hold- 
ing onl>  20%.  All  things  considered,  a 
remarkable  achievement. 

Last  October,  France  decided  to 
buik  a  billion-dollar  high-speed  rail 
line  I'om  north  of  Pans  to  Eurotun- 


nel. That  means  a  train  traveling  up  to 
185  kilometers  an  hour  will  take  pas- 
sengers from  downtown  London  to 
downtown  Paris  in  only  3  hours.  Re- 
sult: Trains  can  compete  with  planes 
on  time  and  price,  and  probably  save 
passengers  a  lot  of  hassle. 

If  the  revenue  projections  are  even 
close  and  if  there  are  no  bad  construc- 
tion delays,  the  investors  may  have 
gotten  themselves  a  pretty  good  deal. 
With  operating  costs  expected  to 
come  to  only  1 9%  of  revenues  after  its 
planned  opening  in  1993,  Eurotunnel 
should  become  a  giant  cash  machine 
once  up  and  running.  The  company 
figures  pretax  profits  will  jump  from 
$120  million  in  1993  to  $720  million 
five  years  later.  The  company  expects 
to  capture  44%  of  the  cross-channel 
traffic  the  first  year  of  operation. 

But  the  lfs  remain.  So  far  there  is  a 
small  delay  on  the  tunnel's  French 
side,  but  digging  is  not  dangerously 
behind — yet.  "It's  going  to  be  all  or 
nothing,"  says  Richard  Hannah,  an 
analyst  with  Phillips  &  Drew.  "Inves- 
tors will  either  make  a  fortune  or  lose 
their  shirts."  But  either  way,  the  pub- 
lic of  the  two  nations  stands  to  gain 
immensely. 

Watching  the  situation  unfold,  an 
American  is  struck  with  a  thought:  If 
the  Europeans  can  harness  private  en- 
terprise to  improve  its  infrastructure, 
why  can't  the  U.S.?  ■ 
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HICHEVER  way  you  look  at  it,  The  C.lenlivet  is 
.  an  extraordinary  Scotch.  Since  1747,  it  has  heen 
revered  as  Scotland's  finest  single  malt  Scotch.  Each 
12-year-old  bottle  is  made  today  in  the  same  unique 


way  that  it  has  been  for  centuries.  This  explains  the 
extraordinary  smoothness  and  the  subtle  character  of 
The  Glenlivet.  And  the  extraordinary  price,  in  turn, 
explains  the  extreme  measures  taken  to  protect  it. 


THE  GLENLIVET.  JUST  SLIGHTLY  OUT  OF  REACH, 


Insurance  companies  are  always  looking 
for  ways  to  lay  off  risk.  Here's  a  deal  that 
lays  the  risk  off  on  junk  bond  holders. 


Heads  we  win . . . 


By  Jack  Willoughby 


A15%  annual  return  on  bonds 
underwritten  by  Goldman, 
i  Sachs  &  Co.?  Yep.  These  nine- 
year  notes,  issued  publicly  this  sum- 
mer by  Underwriters  Re  Corp.,  are 
among  the  first  in  what  is  likely  to 
become  a  new  wave  of  insurance- 
backed  junk  bond  offerings. 

Why  the  superhigh  yields?  To 
match  the  high  degree  of  risk.  A  grow- 
ing number  of  insurance  companies 
want  to  reduce  their  risks  as  the  high- 
ly cyclical  property/casualty  business 
prepares  to  enter  a  down  phase.  One 
way  to  do  so  is  to  get  rid  of  these  risks 
via  leveraged  buyouts. 

The  Goldman,  Sachs-Underwriters 


deal  began  last  year.  In  a  leveraged 
buyout,  the  $13  billion  (assets)  New 
York-based  Continental  Insurance 
Co.  spun  off  a  subsidiary,  Underwrit- 
ers Re,  an  outfit  that  reinsures  for 
Continental  and  other  companies.  To 
pay  Continental  for  the  subsidiary, 
Goldman  raised  $160  million  by  sell- 
ing notes  and  put  in  $12  million  of  its 
own  as  equity  capital. 

The  deal  was  cut  three  ways:  Gold- 
man and  Continental  would  own 
46%  of  the  equity  apiece,  and  Under- 
writers Re  management  would  get 
8%;  the  management  team  was  head- 
ed by  President  Steven  Newman,  45,  a 
graduate  of  Maurice  Greenberg's  top- 
notch  team  at  AIG. 

In  the  current  stage  of  the  deal, 


i  nderwriters  Re  President  Steven  Newman 

"Something  that  works  even  if  we  do  nothing. 
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Goldman  is  offering  $160  million  in 
high-yield  bonds  to  the  public  to  re- 
pay the  notes.  The  public  debt  issue 
will  leave  a  highly  leveraged  capital 
structure — about  nine  parts  debt  to 
one  part  equity,  according  to  Moody's 
Investors  Service.  Just  paying  interest 
on  the  new  bonds  will  take  $24  mil- 
lion a  year. 

Underwriters'  Newman  says  that 
Underwriters  has  more  than  enough 
resources  to  make  the  payments. 
Among  those  resources:  a  $630  mil- 
lion portfolio  of  AA-rated  bonds  yield- 
ing $55  million  in  annual  investment 
income.  Says  Newman,  "We've  got 
something  that  works  even  if  we  do 
nothing." 

True,  but  Newman  is  assuming 
that  there  will  be  no  big  unforeseen 
losses — in  a  wacky  lawsuit,  for  exam- 
ple. Multimillion-dollar  settlements 
in  liability  lawsuits  have  left  reserves 
deficient  in  many  well-capitalized 
property/casualty  companies,  and 
when  that  happens,  the  reinsurance 
companies  that  stand  behind  them  in- 
evitably get  hit,  too. 

Underwriters  has  purchased  $200 
million  in  reinsurance  from  its  former 
parent,  Continental,  to  hedge  against 
the  possibility  of  unexpected  future 
claims.  But  one  never  knows:  In  an 
era  when  a  redneck  Texas  jury  can 
despoil  Texaco  of  $3  billion,  anything 
can  happen  in  the  courts. 

If  the  operating  company,  Under- 
writers Reinsurance,  takes  a  massive 
hit  or  hits  that  dissipate  its  reserves, 
what  recourse  will  bondholders  of  the 
holding  company  have?  None.  The 
only  collateral  behind  the  new  bonds 
is  the  common  stock  of  the  reinsur- 
ance company.  Underwriters  Reinsur- 
ance is  chartered  in  New  Hampshire. 
If  Underwriters  gets  into  trouble, 
state  regulators  are  empowered  to — 
and  no  doubt  will — prevent  the  sub- 
sidiary from  paying  dividends  to  the 
holding  company  parent.  The  parent, 
in  turn,  wouldn't  be  able  to  make  its 
payments  on  the  bonds. 

Now  you  know  why  the  bonds  car- 
ry a  15%  coupon  when  most  junk 
bonds  go  at  13%.  If  the  risks  evapo- 
rate, however,  won't  the  holders  be 
sitting  pretty  with  that  nice  premium 
yield?  Don't  count  on  it.  Within  four 
years  Underwriters  Re  can  redeem  the 
bonds  for  a  5%  premium  to  their  face 
value.  All  in  all,  it  looks  like  a  paltry 
reward  to  the  bondholders  for  carry- 
ing a  risky  startup  through  its  forma- 
tive years. 

Nevertheless,  the  bonds  were  all 
sold.  Here's  a  prediction:  A  good 
many  other  insurance  companies  will 
soon  be  trying  to  cut  risk  on  the  same 
basis.  ■ 
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Dealer  Service: 


'rofile  in  Quality  #4:  At  Ford Motor  Company  we're  designed  and  built  the  highest  quality  American  cars 
md  trucks,  on  average,  for  S  years  in  a  rou\*  And  our  dealers  are  working  to  back  them  with  QualityCare. 
Hint's  why  we  offer  a  6  year/60.000  mile  powertrain  warranty**  on  our  cars  and  light  trucks.  And  our 
lealers  back  that  up  by  •  offering  the  Lifetime  Service  Guarantee.*** 


MERCURY 


LINCOLN 


One  more  reason 

Ford  Motor  Company 

has  designed  and  built 

the  highest  quality 

American  cars  and  trucks 

for8years  running. 


Quality  is  Job  1. 

FORI)  •    LINCOLN    •    MERCl  m    •    KIRD  TRt  (  KS    •  FORD  TRACTOR.* 


*Based  on  an  average  of  owner-reported  problems  in  a  series  of  surveys  of  "81  -'88  models  designed  and  built  in  North 
America.  **Restrictions  and  deductible  apply.  Ask  your  dealer  for  a  copy  of  this  limited  warranty.  ***0n  covered  repairs. 
Ask  your  participating  dealer  for  a  copy  of  this  limited  warranty.  Buckle  up —Together  we  can  save  lives. 


A  MACHINE  THAT  BELIEVES  IN  PERFORMANCE. 
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THE  XEROX  FINANCIAL  MACHINE. 


Performance  is  vital  in  financial  services. 
That's  why  more  than  13,000  employees  of 
Xerox  Financial  Services  always  aim  higher. 
Striving  to  be  the  best. 
Performance  helped  Crum  and  Forster 
become  a  leader  in  property/casualty  insurance, 
with  S10  billion  in  assets.  Made  Xerox  Life*one 
of  the  fastest  growing  life  insurance  companies 
in  America.  Allowed  Van  Kampen  Merritt  to 
sponsor  over  S20  billion  in  unit  investment  trusts 
and  mutual  funds.  Heightened  Furman  Selz's 
reputation  as  one  of  the  most  savvy  institutional 
brokerage,  research,  and  investment  banking 
firms.  And  let  Xerox  Credit  amass  assets  of 


$4  billion,  leasing  everything  from  Xerox  docu- 
ment processors  to  jumbo  jets. 

With  assets  of  $15  billion,  Xerox  Financial 
Services  is  clearly  a  monetary  mechanism 
geared  for  performance. 

And  seared  to  help  you  reach  your  goals  in 
life. 

XEROX 

FINANCIAL  SERVICES 

THE  FINANCIAL  MACHINE 


Everyone  knows  what  Velcro,  the  product, 
does.  But  only  the  controlling  stockholder 
in  Velcro  Industries  knows  for  sure  why  the 
stock  price  is  so  low. 

Some  call  it  greed 


By  Fleming  Meeks 


In  the  beginning  was  the  button. 
Then  came  the  zipper.  And  then 
came  Velcro.  The  ubiquitous 
"touch  fastener"  was  invented  about 
40  years  ago  by  Swiss  engineer  George 
deMestral.  He  based  the  idea  on  his 
observation,  after  a  walk  in  the 
woods,  of  the  way  cockleburs  stuck  to 
the  fur  of  his  hunting  dogs.  But  while 
the  product  (which  not  only  fas- 
tens jackets  and  running  shoes 
but  also  holds  together  the 
pumping  chambers  of  the  Sym- 
bion  Total  artificial  heart  and 
parts  of  the  NASA  space  shut- 
tle) is  well  known,  Velcro  In- 
dustries N.V.,  the  parent  of  its 
principal  manufacturer,  is  a  ci- 
pher. There  isn't  even  a  tele- 
phone listing  for  Velcro  at  the 
Netherlands  Antilles  address 
listed  on  the  company's  annual 
report.  (Although  there  is  one 
for  the  executive  offices,  in 
Manchester,  N.H.) 

First  incorporated  in  Canada 
in  1957,  Velcro  Industries  was  a 
highflier  in  U.S.  over-the- 
counter  trading  in  the  1960s.  In 
1967,  with  sales  of  about  S10 
million,  Velcro's  stock  hit  81  a 
share,  giving  it  a  market  value 
of  over  $250  million.  But  in  the 
early  1970s  the  stock  crashed 
back  to  earth  at  5  a  share. 
Around  that  time,  Britisher  C. 
Humphrey  Cripps,  now  73  and 
Velcro's  chairman,  began  buy- 
ing up  the  company's  shares 
through  a  holding  company 
now  known  as  Cohere  Ltd., 
which  is  registered  in  the  Chan- 
nel Islands. 

To  date,  Cohere — which  is 
said  to  be  a  beneficial  trust  for 
the  Cripps  family  as  well  as  for 


Cambridge  and  Nottingham  universi- 
ties— has  acquired  more  than  1.7  mil- 
lion of  Velcro's  3  million  outstanding 
shares.  And  Cohere  has  filed  its  inten- 
tion to  buy  another  365,700  shares  on 
the  open  market  this  year.  That 
would  bring  its  holdings  to  nearly 
70%  of  the  outstanding  shares.  It 
would  be  a  dull  stockholder  indeed 
who,  at  this  stage  of  the  game,  could 
still  wonder,  "Whose  company  is  it 

•  itmntpiuti  Owontf.lv  and 


tmpbrey  Qifps  and  w$e  Dorothea 

What's  the  former  High  Sheriff  up  to? 


anyway?"  The  Crippses — sons  Robert 
and  Edward  also  sit  on  the  8 -person 
board — appear  to  have  been  running  it 
as  if  it  were  all  their  own  for  years. 

For  one  thing,  notes  Irwin  Silver- 
berg,  an  analyst  with  Silberberg,  Ro- 
senthal &  Co.,  the  company  seems  to 
do  all  it  can  to  keep  the  stock  price 
down:  Goodwill  is  written  off  imme- 
diately, plant  and  equipment  are  de- 
preciated as  quickly  as  possible,  and 
explanations  about  earnings  informa- 
tion are  often  slow  in  coming.  For 
instance,  for  the  fourth  quarter  of 
1987,  Velcro  announced  earnings  of  1 
cent,  as  compared  with  37  cents  in  the 
fourth  quarter  of  1986.  Weeks  later, 
after  the  stock  had  taken  a  dive,  the 
company  explained  that  the  drop  in 
earnings  was  caused  by  the  discon- 
tinuance of  manufacturing  operations 
in  the  Netherlands.  Says  a  former  Vel- 
cro officer  (who  would  not  speak  on 
the  record):  "The  general  attitude 
was,  don't  tell  anyone  any  more  than 
you  absolutely  must." 

Consequently,  despite  sales  growth 
averaging  nearly  13%  annually  over 
the  past  six  years,  and  about  a  50% 
share  of  the  world  market  (the  basic 
patents  expired  in  1978),  Velcro's 
stock  recently  traded  at  133/t.  That's  a 
slim  3.6  times  estimated  1988 
cash  flow  of  $3.78  per  share  on 
revenues  of  $93  million  (the  fis- 
cal year  ends  Sept.  30).  What's 
more,  Velcro's  board  recently 
announced  it  was  suspending 
the  stock's  92-cent  dividend 
"for  the  foreseeable  future"  to 
finance  rehabilitation  of  plant 
and  equipment — this,  despite 
the  company's  $39  million  cash 
cushion.  That's  the  way  to  play 
it  if  you're  an  insider  trying  to 
pick  up  the  remaining  stock  at 
the  lowest  possible  price. 

Silas  Spengler,  a  New  Yorker 
who  sits  on  Velcro's  board  and 
serves  as  a  company  attorney, 
denies  there  is  any  conflict  of 
interest  on  the  part  of  Cripps  or 
Cohere.  Some  outsiders  are  not 
reassured.  Grouses  one  money 
manager  who  has  closed  out 
most  of  his  Velcro  position  after 
holding  the  stock  for  12  years: 
"Anybody  who  passes  the  divi- 
dend when  they're  making 
money  and  buys  the  stock 
ought  to  be  arrested." 

Chairman  Cripps  is  known 
for  cheerful  giving  to  schools, 
hospitals  and  churches  in 
Northampton.  In  the  1960s  the 
Cripps  Foundation,  set  up  by 
the  family,  gave  St.  John's  Col- 
lege at  Cambridge  University 
£1  million,  at  the  time  believed 
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'FlorsheimComfortech#  is  so  comfortable, 
I  might  walk  to  the  next  game!' 


"When  it  comes  to  shoes,  I'm  not  the  easiest 
»uy  to  fit.  I  wear  size  14, 1  like  my  comfort,  and  usu- 
illy  I  don't  like  shoes  that  have  to  be  laced.  So  when 
hey  fitted  me  with  a  pair  of  Comfortech  shoes,  I  said 
his  is  a  whole  new  ball  game.  Florsheim  custom- 


%*az^s 


contours  these  shoes  so  they  follow  the  natural 
curve  of  your  foot.  And  they  put  in  a  special  insole 
that  cushions  every  step  you  take.  The  bottoms  have 
millions  of  tiny  air  bubbles  which  means  you're  lit- 
erally walking  on  air.  With  Comfortech,  even  with 
the  laces  tied,  I'm  as  comfortable  as  a  21-point 
lead  with  10  seconds  left  to  play' 

Comfortech  styles  are  priced  from 
$84.95  to  $87.95*  and  are  available 
in  an  exceptional  range  of  sizes  and 
widths  to  assure  you  a  comfortable  fit. 


STES 
irown 
I  9-12,13 
1  6-12,13 
V  7-12 


RUSTIC 

Tan 

M  7-12,13 


ESTES 
Wine  or  Black 
N  9-12,13 
M  6-12,13,14,15 
W  6-12,13 


SUMMIT 
Brown  or  Black 
N  9-12,13 
M  5-12,13,14,15 
W  6-12,13 


GLENWOOD 
Black  or  Brown 
M  7-12,13 


RUSTIC 
Tan 
M  7-12,13 
W  8-11 


COmFDRFECHf 

BY   FLORSHEIM 

Trademark  of  Interco  Incorporated 

•Retail  prices  quoted  herein  are  suggested  only. 
Independent  retailers  are  free  to  determine  their 
own  retail  prices. 


to  be  the  largest  benefaction  ever  re- 
ceived by  a  British  college.  Such  is  the 
high  regard  for  him  that  he  served  a 
term  as  High  Sheriff  of  Northampton- 
shire, a  ceremonial  post  dating  to  the 
10th  century.  The  post  was  once  held 
by  his  father,  Cyril  Cripps,  a  cockney 
who  rose  to  knighthood.  He  drives  an 
aging  Rover,  when  not  being  chauf- 
feured  in  his  Rolls-Royce. 

As  a  businessman,  though,  Cripps 
is  extraordinarily  secretive.  The  fam- 
ily fortune  initially  rested  on  Piano- 
forte Supplies  Ltd.,  founded  by  his 
father  in  1919  to  manufacture  iron 
piano  frames.  It  now  employs  some 
600  people  in  Northamptonshire, 
making  metal  and  molded  plastic 
trim  for  the  automobile  industry.  In 
addition  to  Pianoforte,  the  Cripps 
family  is  said  to  own  other  manufac- 
turing companies  through  Chartwell 

Says  a  former  Velcro  officer 
(who  would  not  speak  on  the 
record):  "The  general 
attitude  was,  don't  tell 
anyone  any  more  than  you 
absolutely  must." 

Industries,  an  Australian-based  hold- 
ing company  registered  in  Bermuda. 
One  such  is  Silcraft,  a  car  component 
manufacturer  in  Australia. 

Other  family  holdings  are  said  to 
include  sheep  stations  and  wool  pro- 
cessing operations  in  Australia,  as 
well  as  Prospect  Reef,  a  resort  hotel 
on  Tortola  in  the  British  Virgin  Is- 
lands. With  the  exception  of  Velcro, 
all  of  their  holdings  are  very  private. 

And  private  seems  to  be  where  Vel- 
cro Industries  is  headed,  albeit  on  the 
cheap.  Book  value  of  the  company 
alone  is  $17.40  a  share,  27%  above  the 
current  stock  price.  Dennis  Moran,  an 
analyst  with  A.G.  Edwards,  thinks 
this  book  value  surely  understates 
current  value.  Says  Moran:  "Every- 
thing possible  in  this  company  has 
been  written  off."  He  thinks  the  stock 
is  worth  10  to  12  times  cash  flow,  or 
$38  to  $45  a  share. 

Most  money  managers,  however, 
seem  to  have  given  up  hope  of  seeing 
anything  like  that.  In  the  last  year 
alone  institutional  holdings  of  Velcro 
have  dropped  from  1 7%  to  3% .  Most, 
but  not  all.  Dan  Cronin,  president  of 
Northbridge  Management,  a  Boston- 
based  investment  firm,  still  owns 
15,000  Velcro  shares  and  is  betting 
there  may  still  be  an  upside.  "At  some 
point,"  he  reasons,  "you'd  think  that 
they'd  pay  what  it's  worth."  After  a 
pause,  he  adds,  "How  greedy  can  you 
be?"  For  the  philanthropic  former 
High  Sheriff  of  Northamptonshire, 
the  answer  remains  to  be  seen.  ■ 
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RaviBatra  is  back,  claiming  he  foresaw  the 
1987  crash  and  predicting  an  even  worse 
one  in  a  year  or  so.  Unlike  Batra,  we  cant 
tell  you  how  to  survive  Armageddon,  but 
we  can  tell  you  how  to  save  $18.95. 

Where  has  his 
guru  gone? 


By  Peter  Brimelow 


If  you  think  Ravi  Batra  looks  un- 
easy in  the  accompanying  picture, 
you're  right.  The  Indian-bom  eco- 
nomics professor  at  Southern  Meth- 
odist University  in  Dallas  suspects 
that  Forbes  is  going  to  be  as  nasty 
about  his  new  book,  Surviving  The 
Great  Depression  of  1990  (Simon  & 
Schuster,  $18.95),  as  about  his  previ- 
ous megabestseller,  The  Great  Depres- 
i  sion  of  1990  ("Awful,  appalling,  no 
!  redeeming  features  whatever, "  Sept.  7, 
|  1987).  And  he's  right.  We  found  the 
I  latest  Batra  barrage  awful,  appalling — 
and  dull. 

Its  redeeming  feature,  which  unfor- 
tunately also  slows  it  down  fatally,  is 
'  a  long,  plodding  description  of  ele- 
mentary personal  finance,  which  will 
be  of  interest  to  people  who  don't 
know  what  bonds  and  NOW  accounts 
are.  No  doubt  to  make  room  for  this 
worthy  service,  Batra  has  virtually 
eliminated  all  mention  of  Laws  of  So- 
cial Cycles,  Eras  of  Warriors,  Ages  of 
Acquisitors  and  all  the  other  colorful 
features  that  made  his  earlier  work  so 
much  more  entertaining  than  that  of 
your  average  economist. 

Particularly  to  be  regretted  is  the 
complete  absence  of  Prabhat  Ranjan 
Sarkar,  whom  Batra  described  in  his 
earlier  book  as  "a  leading  scholar  from 
India"  and  credited  with  inspiring  his 
work.  This  description  hardly  did  Sar- 
kar justice.  Forbes  found  out  that  he 
is  the  leader  of  a  Hindu  cult  called 
Ananda  Marga,  which  has  been  ac- 
cused of  arson,  child  abduction,  hi- 
jacking, perversion  and  international 
terrorism;  Sarkar  himself  was  sen- 
tenced to  life  imprisonment  in  1976 
in  connection  with  the  murder  of  dis- 
ciples, although  he  was  subsequently 
released  on  technical  grounds.  Alas, 
Batra  provides  no  more  news  of  this 
fascinating  fellow. 


Professor  Ravi  Batra 

The  "final  crash"  is  delayed. 

Not  everything  has  changed,  how- 
ever. Simon  &  Schuster  still  blurbles 
shamelessly  that  Batra  "is  widely  ac- 
claimed as  one  of  the  top  trade  theo- 
rists in  the  world,"  although  Forbes 
also  found  last  year  that  top  trade 
theorists  have  barely  heard  of  him. 
Batra  is  still  said  to  have  been  ranked 
3rd  in  a  group  of  46  "superstar"  econ- 
omists by  the  learned  journal  Econom- 
ic Inquiry,  although  the  article  in  ques- 
tion merely  discussed  which  econom- 
ics department  published  how  many 
learned  articles,  regardless  of  quality, 
with  no  names  mentioned. 

"Most  people  were  shocked  by  the 
stock  market  crash  of  October  1987," 
says  Simon  &.  Schuster.  "Not  Profes- 
sor Batra."  This  is  almost  certainly 
literally  true.  Batra  was  not  shocked 
because  he  is  unshockable  (as  well  as 
unshameable.)  His  relationship  to  re- 
ality is  essentially  mystical,  centering 
on  the  conviction  that  whatever  hap- 
pens, he  is  always  right.  Thus  he 
claims  his  earlier  book  "implicitly  an- 
ticipated" last  October's  stock  mar- 
ket crash,  although  in  fact  it  explicitly 
predicted  that  the  bull  market  would 
continue  until  late  1989.  (Incredibly, 


the  evidence  Batra  has  cited  for  his 
claim  to  prescience  is  one  sentence: 
"The  stock  market  will  continue  to 
rise,  but  its  total  percentage  gain  by 
the  end  of  1987  may  not  be  as  strong 
as  its  gain  in  1986.") 

Batra  now  appears  to  have  aban- 
doned his  earlier  prediction  of  a  con- 
tinued bull  market  in  1988  and  early 
1989 — implicitly,  of  course — al- 
though he  leaves  an  escape  clause.  He 
says  that  "the  final  crash"  will  not 
occur  until  1989  or  1990  but  recom- 
mends readers  stay  away  from  stocks 
because  they  are  in  a  "volatile  phase." 

The  fundamental  assumption  un- 
derlying Batra's  advice  is  that  the  U.S. 
will  relive  its  Depression  experience 
exactly.  Survival  is  thus  a  simple  mat- 
ter of  mechanically  repeating  what 
worked  best  in  the  deflationary  1930s. 
Batra  even  suggests  that  garage  me- 
chanics and  college  professors  will 
again  be  relatively  unscathed,  al- 
though both  job  categories  were  much 
smaller  and  just  beginning  their  enor- 
mous secular  expansion  60  years  ago. 
More  generally,  he  says  everyone 
should  set  aside  a  $44,000  cash  cush- 
ion, put  20%  of  his  remaining  assets 
in  gold  bullion  and  the  rest  in  bonds. 
Batra  adds,  rather  unexpectedly,  that 
this  posture  will  also  be  proof  against 
"an  inflationary  depression,"  al- 
though this  seems  debatable. 

Batra's  explanation  for  this  impend- 
ing depression  has  now  virtually 
merged  with  conventional  wisdom. 
Indeed,  the  sources  upon  which  he 
depends  are  almost  entirely  contem- 
porary journalism,  with  the  press  of 
the  world  financial  center  of  Dallas 
particularly  well  represented.  Reagan- 
omics  is  the  culprit,  and  only  the  care- 
ful reader  will  note  that  the  U.S.  defi- 
cit is  not  particularly  exceptional  by 
the  standards  of  the  developed  world. 

Batra  is  peculiarly  fixated  on  the 
alleged  increasing  concentration  of 
wealth.  He  contrives  to  blame  it  for 
both  the  U.S.  dollar's  pre-1985 
strength  and  for  the  trade  deficit.  As 
evidence,  he  cites  the  record  number 
of  billionaires  (49)  in  last  year's  Forbes 
Four  Hundred,  saying  that  in  the  prior 
200  years  "the  economy  produced 
only  14" — the  number  in  the  1985 
Four  Hundred.  Which  ignores  (a)  in- 
flation,- (b)  the  stock  market  surge, 
helping,  and  subsequently  hurting, 
families  controlling  public  compa- 
nies; (c)  the  appreciation  also  enjoyed 
by  nonbillionaire  stockholders. 

Batra's  prescription:  a  confiscatory 
wealth  tax,  not  just  on  American  mil- 
lionaires, but  also  on  U.S.  allies — 2% 
of  Japan's  GNP,  for  example.  Maybe 
that's  where  the  hijacking  and  inter- 
national terrorism  comes  in.  ■ 
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EQUIPMENT  LEASING : 

Stronger  Than  Ever 


by  Harvey  Shapiro 


The  delivery  vans  cruising  the 
streets  of  Chicago  say  Sears, 
Roebuck,  but  they're  really 
owned  by  Ryder  Truck  Rental 
Inc.,  which  leases  them  to  Sears. 
The  drivers'  uniforms  say  Sears, 
too,  but  the  drivers  are  also  em- 
ployed by  Ryder,  not  Sears.  It's  all 
part  of  a  full  service  lease  that  Ry- 
der provides  to  the  nation's  largest 
retailer. 

At  Sears,  "there's  an  increased 
emphasis  on  productivity  and  cost 
control,"  says  Douglas  M.  Slack, 
senior  vice  president  of  Ryder 
Truck  Rental  Inc.  of  Miami.  And 
leasing  is  helping  to  meet  those 
objectives,  not  only  at  Sears,  Roe- 
buck, but  at  thousands  of  busi- 
nesses and  government  agencies 
throughout  the  nation. 

Leasing  financed  more  than 
$90.6  billion  of  equipment  in  1987, 
and  the  U.S.  Department  of  Com- 
merce is  predicting  a  10.2%  in- 
crease in  1988,  a  growth  rate  one 


and  a  half  times  the  anticipated 
increase  in  business  investment  in 
new  equipment.  Leasing  now  pro- 
vides the  funds  for  about  a  third  of 
the  externally  financed  capital 
equipment  purchased  in  the  U.S. 

The  tax  reform  legislation  en- 
acted in  the  fall  of  1986  caused 
some  worrying  about  the  leasing 
industry  because  one  of  its  features 
was  the  transfer  of  tax  benefits.  But 
William  Montgomery  says  "the 
leasing  industry  is  faring  very  well." 
Montgomery,  who  is  chairman  of 
the  American  Association  of  Equip- 
ment Lessors  and  president  of  Xe- 
rox Credit  Corp.,  adds,  "Despite 
the  doomsayers,  1987  was  a  good 


year  for  the  industry,  and  1988  is 
also  proving  to  be  a  good  year." 

The  I986  tax  reform  legislation 
ended  the  investment  tax  credit 
and  stretched  out  depreciation,  re 
ducing  the  tax  benefits  that  could 
be  traded  to  a  lessor  in  return  for  a 
lower  cost  in  acquiring  equipment. 
But  the  legislation  also  introduced 
the  Alternative  Minimum  Tax,  which 
limited  the  amount  of  depreciation 
a  company  could  deduct  from  its 
income  in  calculating  taxes.  Thus, 
there  are  still  tax  benefits  that  a 
company  may  not  be  able  to  use  for 
itself  but  which  it  can  transfer  via 
leasing. 

In  any  case,  the  strength  of  the 
equipment  leasing  industry  despite 
the  changes  in  tax  laws  suggests 
"there  are  clearly  substantial  eco- 
nomic attractions  to  leasing  be- 
yond tax  benefits,"  notes  Thomas 
Wajnert,  president  and  chief  exec- 
utive officer  of  AT&T  Credit  Corp. 
One  of  the  attractions  of  leasing  is 
100%  financing:  Assets  can  be  ac- 
quired with  no  money  down  and 
low  monthly  payments.  Moreover, 
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Tomorrow's 
financing 

solutions 
are  at  DCC 

today. 


To  succeed  in  today's  fast-paced  business  environment,  you 
need  answers... and  you  need  them  now!  That's  why  we  work 
with  you  as  a  partner,  anticipating  and  developing  programs  to 
meet  your  changing  needs.  Through  our  specialized  groups- 
staffed  with  experienced  professionals— we  offer  you  flexible 
financing  plans,  as  well  as  prompt,  efficient,  and  unparalleled 
personal  service. 

Capital  Markets:  Offers  specialized  multimillion- 
dollar  financing  for  joint- ventures,  operating  leases,  corpora- 
tions and  partnerships,  as  well  as  leverage  and  single-investor 
leases  and  programs  for  both  personal  property  and  real  estate. 

Middle  Market:  Provides  manufacturers,  hospitals, 
clinics,  service  businesses  with  custom  leasing  and  financing 
plans  for  all  types  of  capital  equipment. 

National  Accounts:  Provides  equipment  manufacturers 
and  distributors  with  customized,  private-label  leasing  pro- 
grams and  joint  ventures. 

Vendor  Products  Group:  40  sales  offices  through- 
out North  America  provide  dealers  with  equipment-leasing 
programs  in  the  following  industries:  medical,  management 
information  systems,  office  automation,  material  handling,  and 
printing. 

Dana  Business  Credit:  Operates  nationally  to  pro- 
vide intermediate-term  loans  collateralized  by  machinery, 
equipment  and  real  estate,  as  well  as  revolving  lines  of  credit 
secured  by  inventory  and  accounts  receivable. 

Dana  Commercial  Credit  Canada:  Provides 

equipment-leasing  and  financing  programs  throughout  Canada. 
This  full-service  group  represents  our  ongoing  commitment  to 
being  the  best,  most  responsive  financing  service  in  North 
America. 

Dana  Commercial  Credit  U.K.:  Provides  a  full 

range  of  financial  services,  including  operating  leases,  joint 
ventures,  and  vendor  programs. 

Corporate  Office 
100  East  Big  Beaver 
P.O.  Box  7011 
Troy,  MI  48007-7011 

(313)  689-7000 


EQUIPMENT  LEASING : 

Stronger  Than  Ever 


lease  terms  can  be  closely 
matched  to  the  useful  life  of  the 
asset.  Leasing  is  also  one  of  the 
few  remaining  sources  of  fixed  rate 
financing.  And  a  lessee  may  be 
able  to  expense  lease  payments 
rather  than  carry  them  as  a  liability, 
so  a  company  can  preserve  bor- 
rowing capacity  and  maintain  debt- 
equity  ratios. 

In  addition  to  the  financial 
benefits,  leasing  also  permits  users 
of  high  technology  to  shift  the  risk  of 
obsolescence  to  a  leasing  compa- 
ny. Operating  leases  also  let  equip- 
ment users  shift  servicing  and 
maintenance  tasks  to  lessors,  so 
they  can  focus  on  managing  their 
central  business  activities. 

While  these  attractions  have 
existed  for  many  years,  William 
Roch,  executive  vice  president  of 
CSA  Financial  Corp.  in  Boston, 
adds,  "One  recent  development 
which  has  helped  leasing  has  been 
the  wave  of  corporate  restructur- 
ings, acquisitions,  and  LBOs.  Com- 
panies are  redeploying  assets  and 
this  has  tended  to  change  planning 
horizons.  There  is  more  of  a  ten- 
dency to  want  a  little  bit  more  flexi- 
bility than  they  had  in  the  past." 
And  leasing  helps  provide  that  flex- 
ibility. 


'There  are  clearly 
substantial  economic 
attractions  to  leasing 
beyond  tax  benefits." 


The  value  of  leasing  is  not  only 
reflected  in  its  rapid  growth  but 
also  in  its  diffusion  throughout  the 
economy.  Indeed,  eight  out  of  ten 
U.S.  companies  lease  equipment. 
Amid  this  broad  range  of  uses, 
however,  "right  now,  transporta- 
tion, especially  aircraft,  is  a  very  hot 
market,"  says  Wajnert. 

Airline  passenger  volume  is  ex- 
pected to  double  over  the  next  two 
decades  and,  as  a  result,  about 
$250  billion  will  be  needed  to  pur- 
chase new  aircraft.  Another  $150 
billion  will  be  needed  to  finance 


second-hand  purchases  as  airlines 
reconfigure  their  fleets  in  response 
to  changing  route  structures.  Many 
airlines  don't  have  the  ready  cash 
or  the  borrowing  capacity  equal  to 
their  aircraft  needs.  But  aircraft  are 
attractive  to  lessors  because  jet 
planes  have  a  long  life,  a  ready 
market  for  resale,  and  a  significant 
residual  value.  For  many  years,  a 
substantial  portion  of  airline  fleets 
around  the  world  have  been 
leased,  and  indications  are  that  the 
massive  financial  needs  of  the  next 
two  decades  will  be  met  with  a 
heavy  dose  of  leasing. 


*> 


One  recent  development 
which  has  helped  leasing 
has  been  the  wave  of 
corporate  restructurings, 
acquisitions,  and  LBOs." 


Airlines  aren't  the  only  trans- 
portation mode  to  use  leasing  ex- 
tensively. Nearly  20%  of  the  na- 
tion's commercial  truck  fleet  is 
leased  or  rented.  That  adds  up  to 
nearly  1.2  million  vehicles,  includ- 
ing about  a  third  of  all  heavy  duty 
trucks.  Moreover,  in  1986,  leasing 
financed  two-thirds  of  all  business 
fleets  of  ten  or  more  automobiles. 

"Alternative  energy  projects 
are  also  an  active  leasing  area," 
Wajnert  says.  Cogeneration,  the 
technique  of  simultaneously  pro- 
ducing electricity  and  thermal  ener- 
gy, has  become  a  $2  billion  busi- 
ness providing  more  than  3%  of  the 
nation's  electricity  largely  because 
of  leasing:  Traditional  borrowing 
based  on  measures  of  creditworthi- 
ness weren't  applicable  to  small 
developers  of  large  cogeneration 
projects,  but  leasing  techniques 
have  financed  the  growth  of  this 
alternative. 

"There  is  more  interest  in  turn- 
key projects  beyond  energy,"  Waj- 
nert adds.  In  July,  for  example,  Dia- 
mond-Star Motors,  a  joint  venture  of 
Chrysler  Corp  and  Mitsubishi  Mo- 
tors Corp.  announced  a  $505.6  mil- 
lion le/eraged  lease  financing  for 


an  automobile  manufacturing  faci 
ty  in  Normal,  III. 

Similarly,  the  new  Lake  Super 
or  Paper  Industries'  coated  pape 
plant  in  Duluth,  Minn,  had  barel 
come  on  stream  last  year  when  it 
owners,  Minnesota  Power  &  Ugh 
and  Pentair  Inc.,  sold  it  for  $38;| 
million.  Lake  Superior  Paper  Indus 
tries  President  Ronald  Kelly  say 
the  sale  and  leaseback  "will  alio 
us  to  become  profitable  sooner,  s 
it  gives  us  greater  financing  flexibi 
ity  to  expand  our  business." 

In  addition  to  leasing  new  facili 
ties,  existing  ones  can  be  sold  an 
leased  back  as  a  way  of  financin 
other  activities.    Moreover,   Stev 
Gagne,  president  and  chief  operat 
ing   officer  of   Dana  Commerci 
Credit  Corp.  in  Troy,  Mich.,  says 
"Computers  and  telecommunica 
tions  equipment  still  remain  ver 
active  leasing  markets."  And  CSA's' 
Roch  sees  "a  lot  more  interest  i 
the  engineering  area.  Workstation 
are  becoming  more  and  more  ex 
pensive,  so  people  don't  just  wan 
to  write  a  check  for  it." 

Overall,  a  Commerce  Depart^ 
ment  survey  last  year  found, 
"Lease  activity  in  1986,  for  th 
most  part,  corresponded  t 
growth  patterns  in  capital  equip- 
ment investments."  And  Xerox 
Credit's  Montgomery,  says  that) 
the  prime  determinant  of  leasing's 
growth  is  now  the  strength  of  the 
economy  and  the  growth  of  capital 
spending. 

There  are,  however,  important 
changes  occurring  in  the  structure 
of  leasing  transactions.  Roch  says, 
"Many  lessors  have  become  more 
residual  oriented,  and  remarketing 
is  becoming  more  and  more  impor- 
tant." While  the  rates  of  many 
leases  once  reflected  the  cost  of 
the  equipment  minus  the  value  of 
tax  benefits  to  be  transferred  from 
the  lessee  to  the  lessor,  now  the 
price  often  depends  on  the  lessor's 
assumptions  regarding  its  residual 
value — what  it  will  be  worth  when  it 
comes  off  lease  and  the  lessor  tries 
to  remarket  it. 

"People  are  building  in  higher 
residual  values  in  their  calculations 
to  hold  down  lease  rates,"  Rick 
Rodgers  notes.  But,  Rodgers,  the 


A  MACHINE  THAT'S  GEARED  FOR  LEASING. 


THE  XEROX  FINANCIAL  MACHINE. 


If  you're  planning  to  lease  equipment,  you  can 
count  on  Xerox  Credit  Corporation  to  help  you 
make  the  best  decisions. 

Xerox  Credit  has  six  specialized  leasing  units. 
So  no  matter  what  kind  of  business  you're  in.  you 
can  talk  to  someone  who  understands  your  equip- 
ment needs. 

Big  ticket  leases  and  major  capital  investments 
are  handled  by  the  Corporate  Finance  Division. 
For  middle  ticket  industrial  financing  there's 
Circle  Business  Credit.  LMV  Leasing  buys, 
leases  and  manages  fleets  of  vehicles.  Dowdell 
Corporation  arranges  equipment  leasing  for  the 
health  care  industry.  Highline  Financial  Services, 
Inc.  provides  operating  lease  programs  for  manu- 


facturers of  high  technology  equipment.  And,  of 
course,  the  Installment  Sales  Division  offers  financ- 
ing and  leasing  for  Xerox  document  processors. 

The  fact  is.  if  you  can  buy  it.  we  can  show  you 
the  most  advantageous  way  to  lease  it.  So  put  the 
power  of  The  Financial  Machine  to  work  for  you. 
Call  (203)  325-6000,  or  write:  Xerox  Credit  Corpo- 
ration, 100  Stamford  Place.  Stamford,  CT  06094. 

XEROX 

FINANCIAL  SERVICES 

THE  FINANCIAL  MACHINE 
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EQUIPMENT  LEASING: 
Stronger  Than  Ever 


head  of  marketing  for  the  BankA- 
meriLease  Group  in  San  Francisco 
adds,  "later  on  they  have  to  be  able 
sell  the  asset  at  that  price."  Gaug- 
ing the  residual  value  properly  re- 
quires a  thorough  grasp  of  the  mar- 
ketplace for  equipment.  As  a  result, 
says  Dana's  Gagne,  "We're  really 
in  the  equipment  business.  We've 
got  to  remarket  it  to  get  our  profit 
out  of  it."  One  consequence  of  this 
emphasis  on  resale  value,  accord- 
ing to  Wajnert  of  AT&T,  is  that 
"there  is  a  growing  specialization  of 
lessors  in  various  categories  of 
equipment.  People  are  being 
forced  to  become  experts  in  vari- 
ous categories  of  equipment." 


"Lease  activity  in  1986, 
for  the  most  part, 
corresponded  to  growth 
patterns  in  capital 
equipment  investments.' 


At  BankAmeriLease,  for  exam- 
ple, Rodgers  says,  "We  have  the 
largest  and  most  experienced  staff 
in  the  country  for  the  appraisal  and 
selling  of  assets  when  they  come 
off  lease.  This  is  now  a  service 
we've  begun  to  offer  other  lessors 
and  we're  getting  a  great  recep- 
tion." 

As  the  leasing  market 
changes,  the  structure  of  the  indus- 
try is  changing  as  well.  Equipment 
leasing  is  a  diverse  industry  com- 
posed of  companies  of  all  sizes 
and  specialties.  The  American  As- 
sociation of  Equipment  Lessors  has 
more  than  a  thousand  corporate 
members  Some  of  the  consumer 
goods  companies  that  created 
leasing  subsidiaries  to  shelter  in- 
come from  taxes  have  lost  their  ap- 
petite for  leasing.  Ownership  of  the 
four  largest  automobile  rental  firms 
also  changed  hands  during  1987 

Further  changes  are  expected 
because  the  Financial  Accounting 
Standards  Board  is  requiring  cor- 
poral', financial  statements  to  con- 
solidate the  results  of  all  subsidiar- 

n  .vhich  a  company  holds  a 
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majority  interest,  including  financi; 
service  subsidiaries.  This  rule 
which  takes  effect  for  fiscal  year 
ending  after  December  15,  1981 
means  "some  companies  may  rt 
examine  their  commitment  to  ha\ 
ing  a  captive  finance  company, 
says  Montgomery,  in  order  to  avoi 
adverse  balance  sheet  conse 
quences. 

While  some  may  be  backin 
away  from  leasing,  however,  other 
are  getting  in.  Most  notably,  in  to- 
tal! of  1987  Ford  Motor  Co.  bough 
U.S.  Leasing  for  $512  million,  ex; 
tending  Ford's  commitment  to  fi 
nancial  services.  "The  total  fund 
available  for  investment  in  leasing 
continues  to  increase  each  year 
according  to  Rodgers,  "but  then 
has  been  constant  movement  I 
and  out  by  individual  companies 
In  the  aggregate,  however,  th< 
trend  has  been  toward  consolida 
tion  in  the  equipment  leasing  indus 
try  as  bigger  companies  buy  u[ 
smaller  ones. 

The  upshot  of  this  consolida 
tion  is  intensive  competition  in  al 
segments  of  equipment  leasing 
and,  as  a  result,  Gagne  says,  "Yoi 
have  to  start  looking  very  closely  a 
how  you  differentiate  yourself  frorr 
everybody  else.  What  you  see  now 
is  a  lot  of  companies  focusing  or 
the  quality  of  the  service  they  pro- 
vide." 

Competition  is  also  forcing 
leasing  companies  to  shoulder  big 
ger  risks.  Of  course,  it's  precisely 
because  lessors  shoulder  those 
kinds  of  risks  that  equipment  users 
are  willing  to  pay  lessors.  The  at- 
tractions of  leasing  as  a  financing 
mechanism  and  as  a  risk  transfer 
mechanism,  with  or  without  tax 
benefits,  has  enabled  the  equip- 
ment leasing  industry  to  record 
year  after  year  of  growth.  "Leasing 
has  found  ways  to  reprice  and  re- 
structure deals  to  stay  competi- 
tive," says  Montgomery,  "and  as  a 
result,  I  don't  see  any  negatives  for 
the  foreseeable  future.  I'm  very 
bullish,  and  I  think  most  people  in 
our  industry  are  as  well."  ■ 


This  supplement  was  written  by  Harvey 
Shapiro,  a  New  York-based  freelance  writer. 
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100,000 

New  Customers 

In  1987 
Speaks  For  Itself 


jrovvth  is  one  important  measure 
>f  a  company's  success.  Customer 
atisfaction  is  another. 

n  1987,  AT&T  Credit  Corpora- 
ion  scored  big  on  both  counts, 
iy  adding  100,000  new  commer- 
ial  customers  last  year,  we  more 
han  doubled  the  number  of  our 
ictive  accounts.  Overall,  we 
inanced  assets  totaling  more  than 
il.l  billion,  a  sure  sign  that  cus- 
omers  like  what  we're  doing. 

\nd,  what  we're  doing  is  listening 
o  our  customers  and  meeting  their  needs.  Working 
land  in  hand  with  AT&T,  we've  created  an  array 
)f  special  financing  programs  to  make  it  easy  for  our 
:ustomers  to  acquire  AT&T  systems.  Using  state-of- 
he-art  computers  and  communications  systems 
rom  AT&T,  we  guarantee  a  fast,  efficient,  reliable 
esponse  to  customer  requests. 

t's  no  wonder  we  handle  one  of  the  largest  daily 
'olumes  of  commercial  credit  applications  of  any 
quipment  leasing  company  in  the  world. 


We  also  offer  financing  for  non- 
AT&T  equipment. 

Our  dedication  to  providing  value- 
added  service  for  our  customers 
has  led  us  to  provide  competitive 
leasing  programs  for  products  from 
selected  manufacturers. 

In  addition,  we  have  extensive 
inventory  financing  capabilities. 
This  service  allows  us  to  finance 
dealer  and  distributor  inventories, 
including  AT&T  and  non-AT&T 
products  ranging  from  voice  and 
data  equipment  to  furniture  and  appliances. 

The  dramatic  growth  of  AT&T  Credit  Corporation 
has  allowed  AT&T  to  become  a  leading  supplier 
not  just  for  the  world's  most  reliable  telecommuni- 
cations products  and  services,  but  for  equipment 
financing  as  well.  It's  no  surprise  that  in  1987  so 
many  customers  made  AT&T  Credit  Corporation 
their  choice  for  financing.  It's  the  right  choice. 

Make  your  choice  today,  call  1  800  327-3333. 


AT&T 

Credit  Corporation 


LEASING 


A  Few  Words 
That  Could 
Changefour 

Position 
On  Leasing 

Tax  reform  and  takeovers  have 
created  some  compelling  reasons 
to  reconsider  equipment  leasing  as 
a  financing  option. 

Companies  that  didn't  need  the 
tax  advantages  of  leasing  before 
the  new  tax  laws  are  now  trying  to 
cope  with  alternative  minimum  tax. 

Multinationals  are  faced  with 
a  new  method  of  interest  allocation 
that  reduces  the  benefit  of  foreign 
tax  credits. 

And  takeover  targets  are  trying 
to  defend  themselves  through 
recapitalization. 

The  leasing  professionals  at 
BankAmeriLease  have  developed 
innovative  leasing  solutions  for  each 
of  these  situations.  Solutions  that 
can  reduce  financing  costs,  optimize 
tax  strategies  and,  bottom  line, 
improve  after-tax  cash  flow. 

We  understand  the  implications 
of  the  new  tax  laws  for  leasing,  and 
we  help  our  clients  take  advantage 
of  them.  That's  one  reason  we  led 
the  industry  in  syndicated  transaction 
volume  last  year. 

Call  us.  We  can  answer  your 
questions  in  just  a  few  words. 

New  York:  (212)503-7286 

Chicago:  (312)269-4588 

San  Francisco:    (415)  622-6280 
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Bank  of  America 


<;  1 1>H8  BankAmerica Corporation 


BankAmeriLease  Companies  are  subsidiaries  of 
Bank  of  America  NT&SA 
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Merchandisers 


One  hopes  Colorado  Primes  John  Ma- 
sciandaro  treats  his  customers  better  than 
he  treats  his  fellow  shareholders. 

High  overhead 


By  Matthew  Schif  rin 


I 


n  April,  around  a  month  after 
Dolores  and  Richard  Ryan  moved 
into  their  new  home  in  Fairfield, 
Conn.,  a  well-dressed  salesman  came 
to  their  door.  He  had  an  attractive 
proposition:  For  around  $1,000 — typi- 
cally paid  in  monthly  installments — 
the  salesman's  company  would  deliv- 
er and  pack  their  freezer  with  enough 
meat,  poultry,  seafood  and  other  fro- 
zen foodstuffs  to  feed  the  Ryan  clan 
for  about  six  months.  The  Ryans  bit. 

"With  a  new  baby  and  a  toddler,  I 
was  just  thrilled  to  see  him,"  recalls 
Dolores  Ryan,  32,  a  vice  president  of  a 
Stamford,  Conn. -based  marketing 
firm.  "I  hate  shopping,  and  now  I  only 
go  out  for  diapers  and  milk." 

The  frozen  food  salesman  was  from 
Farmingdale,  N.Y. -based  Colorado 
Prime  Corp.,  which  is  doing  a  brisk 
business  selling  convenience  to  two- 
income  families  like  the  Ryans. 
Working  from  .44  offices  in  14  states, 
Colorado  Prime's  450  salespeople  of- 
fer families  about  350  choices  of 
prime  meat  and  poultry,  as  well  as 
such  trendy  items  as  swordfish 
steaks,  lobster  tails,  spinach  quiche 
and  New  York-style  cheesecake. 

Cheap?  No.  Items  are  sold  on  a  per- 
ineal basis — a  -box  of  chicken  cordon 
bleu  serves  four — rather  than  by  the 
pound.  As  a  result,  most  products  are 
priced  at  retail-plus,  20%  or  so  higher 
than  at  the  local  supermarket.  But  a 
lot  of  customers  figure  that  the  saving 
of  their  time,  their  comfort  and  of  the 
gasoline  it  takes  to  get  to  a  supermar- 
ket makes  the  extra  cost  a  bargain. 

While  closing  on  their  marked-up 
food     packages,     Colorado     Prime's 


salespeople  have  a  terrific  follow-on 
opportunity.  "Say,  madam,"  asks  the 
salesman,  "where  are  you  going  to 
store  this  food?  You  don't  have  a 
stand-alone  freezer?  I  see.  .  .  ." 

Fortunately,    says    the    salesman, 
Colorado  Prime  also  sells  name-brand 


paid  only  on  commission,  it  costs  the 
company  only  $25,000  to  open  an  of- 
fice of  eight  salesmen  and  sixteen 
telemarketing  people.  Moreover,  Col- 
orado Prime  claims  its  sales  force  has 
a  50%  success  rate  on  cold  calls,  and 
avers  that  around  85%  of  the  firm's 
customers  reorder. 

On  revenues  for  fiscal  1987  of  $84.5 
million,  Colorado  Prime  earned  $3.68 
million,  about  95  cents  a  share.  Pru- 
dential-Bache  analyst  Linda  Baker  es- 
timates that  revenues  this  year  will 
hit  $93  million,  with  gross  margins  of 
around  47%. 

Colorado  Prime  has  a  lot  going  for 
it,  including  demographics,  high  mar- 
gins and  low  capital  costs.  One  thing 
it  doesn't  have  going  for  it  is  a  smart 
stock  price.  Colorado  Prime's  4.9  mil- 
lion Amex-listed  shares  (of  which  1.6 
million  are  in  public  hands)  recently 
traded  at  lO'A.  That's  10%  below 
their  June  1987  initial  public  offering 
price,  and  just  over  nine  times  this 
year's  likely  earnings.  And,  in  spite  of 
the  excellent  business,  the  low  stock 
price  may  well  be  justified. 

The  market's  mediocre  opinion  of 
Colorado  Prime  probably  traces  to  the 
company's  high-living  chairman, 
president  and  controlling  shareholder, 


Colorado  Prime's  John  Masciandaro 

"We  are  not  here  to  appease  Wall  Street. 


freezers — as  well  as  microwave  ovens, 
cutlery  and  Wedgwood  china,  often 
on  installment  plans.  These  nonfood 
items  provide  Colorado  Prime  even 
juicier  margins  than  the  frozen  foods. 
Like  its  cousin,  the  door-to-door  en- 
cyclopedia sales  business,  Colorado 
Prime's  frozen  food  and  white  goods 
operation  enjoys  low  overhead  and 
low  capital  requirements.  Because  its 
salesmen  make  home  visits  and  are 


40-year-old  John  Masciandaro.  Ma- 
sciandaro's  father,  John  Sr.,  a  butcher, 
started  the  company  in  1960.  In  De- 
cember 1986,  young  Masciandaro  pur- 
chased Colorado  Prime  from  his  fa- 
ther and  other  investors  through  a 
leveraged  buyout  transaction  that 
loaded  the  small  company  with  $42 
million  in  debt. 

In  June  1987,  with  negative  equity, 
Masciandaro    changed    course    and 
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We  help  train  bartenders  to  disarm  kille 
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A  cup  of  coffee. 

That  could  be  all  it  takes  to  give 
a  drinker  time  to  sober  up  before  he 
takes  the  wheel -and  takes  a  life. 

Training  bartenders  and  wait- 
resses to  handle  customers  who've 
had  a  few  too  many  is  the  purpose  of 
a  program  that  Americas  insurance 
companies  have  helped  to  sponsor. 

It's  called  TIPS -short  for 
Training  for  Intervention  Procedures 
by  Servers  of  Alcohol -and  that's 
exactly  what  it  is. 

In  a  series  of  classroom  ses- 
sions, bartenders,  waiters  and  wait- 
resses learn  to  recognize  drinkers 
who  have  had  too  much.  And  to  pre- 
vent them  from  endangering  them- 
selves-or  others -until  they've  had 
the  time  to  sober  up. 

Does  it  work?  It  works  so  well 
some  insurers  now  offer  lower  pre- 
miums to  restaurants  and  bars  whose 
servers  take  the  course.  So  well  that 
in  one  town  where  most  establish- 
ments participated,  drunken  driving 
arrests  were  halved  in  just  one  year. 

TIPS.  It's  another  of  the  many 
ways  that  your  insurance  company 
does  more  than  just  sell  you  a  policy. 

For  more  information  about 
TIPS,  write  for  our  free  booklet  or 
call  1-800-222-1144  and  ask  for 
extension  F-6. 


rT 


For  a  copy  of  our  free  booklet,  send  to: 

Insurance  Information  Institute 

Dept.  RR,  110  William  Street,  NY,  NY  10038. 

Name 
Address 


City 


Zip 


No  salesperson  will  call. 
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Your  Insurance  Company 

We  do  a  lot  more  than  sell  insurance. 


raised  $18.6  million  by  selling  one- 
third  of  the  company  to  the  public; 
the  deal  was  underwritten  by  Dillon, 
Read  and  Prudential-Bache. 

Colorado  Prime  may  be  a  public 
company,  but  young  Masciandaro 
treats  it  as  if  it  were  still  his  private 
company.  Last  year  Masciandaro  paid 
himself  a  salary  of  $626,200,  plus 
$300,000  for  an  agreement  whereby 
he  promises  not  to  go  into  competi- 
tion against  his  own  company — plus 
over  $1  million  worth  of  stock  op- 
tions. The  company  provides  him 
with  a  red  Ferrari.  Papa  Masciandaro, 
who  runs  the  firm's  Florida  opera- 


tions, also  got  a  fancy  car  from  the 
company,  plus  about  $1.3  million  in 
cash  (including  an  $870,000  lump- 
sum pension  payment). 

In  good  part  because  of  the  lavish 
perks,  only  a  small  part  of  the  gross 
profit  ever  comes  down  to  the  bottom 
line:  Colorado  Prime's  net  margins 
are  below  4.5%  of  revenues,  in  sharp 
contrast  to  those  gross  margins  of 
nearly  50%. 

Tanned  and  enjoying  his  new 
wealth,  Masciandaro  isn't  overexert- 
ing himself.  He  feels  no  need  to  add 
more  than  six  new  offices  per  year, 
although  he  has  penetrated  only  14 
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states,  mostly  on  the  East  Coast. 

What  of  all  the  new  copycat  firms 
that  have  popped  up  and  are  after  Col- 
orado Prime's  business?  Sniffs  Mas- 
ciandaro: "I  haven't  seen  much  real 
competition.  We  will  grow  at  our  own 
leisurely  pace." 

Nor  does  he  offer  any  apologies  for 
the  cushy  salary  and  perks  his  public 
shareholders  are  helping  to  provide. 
"Our  philosophy  is  still  that  of  a  pri- 
vate business,"  says  Masciandaro. 
"We  are  not  here  to  appease  Wall 
Street."  But,  it  seems  to  us,  he  has  no 
reluctance  about  using  Wall  Street  to 
suck  in  public  money.  ■ 


Lessons 


In  the  mid-1970s  a  young  surfer  ate  a 
paper  doily  and  Quiksilver,  Inc.  was  born. 
Today  its  young  owners  are  making  lots  of 
money.  More  to  the  point,  they're  still  hav- 
ing lots  of  fun. 

Do  what  you 
wanna  do 


By  Gail  Buchalter 


When  Robert  B.  McKnight — 
Pasadena  born  and  bred — col- 
lected his  bachelor's  degree  in 
business  from  the  University  of 
Southern  California  in  1976,  he  didn't 
send  out  any  job  applications.  He  fol- 
lowed his  first  love,  surfing.  He 
grabbed  his  surf  board,  a  few  pairs  of 
shorts,  and  hit  the  beaches  on  the 
north  shore  of  Oahu,  Hawaii 

In  Hawaii,  McKnight  renewed  his 
friendship  with  Jeffrey  Hakman,  an 
international  surfing  champion.  Both 
young  men  wanted  to  start  a  business 
that  would  finance  their  endless  sum- 
mers. They  decided  to  go  after  the 
licensing  rights  for  Quiksilver,  a  six- 
year-old  company  based  in  Torquay, 
Australia.  Founded  by  surfers,  Quik- 
silver produced  boardshorts,  swim- 
suits  that  were  tight-fitting,  had  vel- 
cro  fly  snaps,  and  were  much  in  vogue 
amonn  the  surf  set. 

"I  thought  I  could  make  a  few 
near  the  beach  and 


party,"  says  McKnight,  now  35.  "I 
never  thought  the  business  would 
fail;  I  just  didn't  expect  it  to  get  so  big 
so  quickly." 

Last  year  McKnight's  Quiksilver, 
Inc.,  based  in  Costa  Mesa,  Calif., 
earned  $2.4  million  on  sales  of  $30 
million.  This  year,  says  McKnight, 
sales  should  hit  $45  million;  earnings, 
$3.7  million,  or  about  60  cents  per 
share.  The  company  has  become  a 
full-fledged  activewear  manufacturer, 
producing  not  only  boardshorts  (18% 
of  sales)  but  T  shirts  (15%),  shirts 
(11%),  pants  (12%),  fleece  wear  (9%), 
walking  shorts  (27%),  jackets  (4%) 
and  surfing  accessories  (4%). 

Young  McKnight  and  Hakman  orig- 
inally won  the  U.S.  rights  to  the 
Quiksilver  name  in  what  can  only  be 
described  as  a  unique  way.  In  April 
1976  Hakman  entered  a  surfing  com- 
petition in  Australia.  There  he  met 
Quiksilver's  owners,  Alan  Greene  and 
lohn  Law.  Hackman  won  the  event 
and  sat  up  all  night  eating  and  drink- 
ing champagne  with  Greene  and  Law. 


The  Aussies  agreed  to  give  the 
young  Americans  the  licensing  rights  | 
for  the  U.S.  on  one  condition — that  a 
Hakman  eat  the  large  paper  doily  un-  !j 
der  his  plate.  Okay,  so  this  isn't  how 
they  do  things  at  General  Motors.  1 
Hakman  ate  the  doily,  the  surfers  I 
shook  hands,  and  Hakman  tele-  jj 
phoned  McKnight  back  on  Oahu.  Doi- 
lies, but  no  figures,  had  been  dis- 
cussed. That  was  McKnight's  job  as 
the  brains  of  the  operation.  He,  after 
all,  was  the  college  business  major. 

McKnight's  offer  to  Quiksilver:  no 
money  up  front  and  a  royalty  of  1%  of 
sales  for  three  years,  which  then 
lumped  to  3%,  and  an  additional  1% 
to  support  international  promotions. 
The  Aussies  accepted. 

McKnight  returned  to  California 
and  asked  his  father,  a  sporting  goods 
importer,  to  lend  him  $20,000  to  start 
Quiksilver.  McKnight's  father  gave 
him  the  cash,  and  some  good  advice: 
Go  easy  on  the  borrowing,  maintain 
an  excellent  credit  rating,  and  expand 
slowly,  in  familiar  waters.  Even  today 
Quiksilver  has  no  long-term  debt 
against  its  $14  million  in  equity. 

For  the  first  season,  the  summer  of 
1976,  McKnight  and  Hakman  bought 
some  fabric  on  credit,  manufactured 
600  pairs  of  boardshorts,  and  peddled 
them  to  three  surf  shops  in  southern 
California.  Their  product  was  priced 
higher  than  similar  products  from 
competitors  Ocean  Pacific  and  Hang 
Ten.  But  the  colorful  and  comfortable 
Quiksilver  boardshorts  sold  out  in 
nine  days.  These  first  three  retail  out- 
lets are  still  Quiksilver  clients,  in  ad- 
dition to  2,000  other  stores  nation- 
wide. Department  stores  account  for 
40%  of  Quiksilver's  sales;  specialty 
shops,  the  rest. 

Within  a  few  years,  the  active 
beachwear  industry  was  awash  with 
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BEAT  THE 

COMPETITION 

OVERSEAS. 


There  are  those  who  still  see  flying  Concorde  as  an  indulgence.  But  at  twice  the  speed  of  sound,  it  may  be  more 
appropriate  to  view  it  as  simply  a  terrific  head  start.  One  that  saves  you  3  hours  from  New  York,  3  hours  and  25 

minutes  from  Washington,  and  2  hours  and  15  minutes  from  Miami.  Think  of  all  those  hours  as  billable,  and  you'll  Dd  I'  "ICU   A  I  DWAV^ 

realize  Concorde  cjpes  more  than  let  you  beat  your  competition  on  the  way  to  Britain.  It  also  lets  you  beat  them  on  the  _. *~ 

bottom  line.  The  worlds  favourite  airline.'  ^T 
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CANON'S  REVOLUTIONARY  ULTRA 

LOOK  CLOSELY  AND  SEE  WHY 


Introducing  Canon  UHQ  technology.  A  digital 
image  processing  system  so  advanced,  so  revolution- 
ary, it  represents  an  entire  new  way  to  look  at  facsimile 
communications. 

Because  Canon's  new  FAX- 705 
lets  you  transmit  text,  graphics,  or  any 
original  with  a  level  of  depth  and 
clarity  four  times  more  precise  than 

conventional  facsimile. 


UHQ 


IMAGE  PROCESSING  SYSTEM 


So  all  your  ideas  come  out  just  the  way  you  pictur 
But  outstanding  image  quality  is  only  part  of 

story.  There's  also  an  automatic  Error  Correction  l\* 
(ECM)  that  ensures  the  reliability  £ 
quality  of  the  documents  you  sent 
monitoring  and  correcting  transm 
errors,  automatically.  Transmissior 
speeds  as  little  as  9  seconds*  An< 


InstaScan,  that  can  read  and  store  a  document  in 
'en  detailed  illustrations  or  photographs  with  text       FAX-705's  70-page  memory**  in  just  four  second 
can  be  transmitted  in  an  incredible  64  shades  of  gray.  freeing  you  to  move  on  to  more  important  work. 


Ultra  High  Quality  digUaf  knage  procesangtecrfwwtogy  combines  a  special 

4tfuzzy"  look  of  facsimiles,  with 
Error  Intrusion 


doc&imeflttreBTsmission 
Method.  Whtefr  aft  means  that 


more  depth  and  cterity 


QUALITY  FACSIMILE  TECHNOLOGY. 

IER  FAX  EVEN  COMES  CtOSE. 


Canon's  revolutionary  new  FAX-705.  A  level  of 
ility  and  performance  far  beyond  the  abilities  of  any 
3r  G3  facsimile.  With  so  many  advanced  features,  it's 
y  to  see  why  no  other  fax  can  do  so  much  to  im- 
ve  your  business  image.  j^sz^^sssssssr" 

anon Fm*m 

COMMUNICATING  QUALITY 

lore  information  about  the  FAX-705.  call  toll  free  1-800-OK  CANON, 
■ite Canon  U.S.A. Jnc,  P.O.  Box  5210.  Clifton.  N.J  07015. 


EnfOi  easy  eitenow  payments 

».ri  me  Canon  CrMi  Card  As*  t(y  «ta.  j 

ai  w  i<>pai«^g  Canon  dealers  ana  'txatw. 
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Quiksilver  Inc  s  (from  left  i  Warner,  McKnight,  and  executives  Hunt,  Kwock,  Ctoua 
If  things  work  out,  they'll  be  rich.  If  not,  they'll  be  happy. 


competitors.  But  by  then,  Quiksilver 
was  firmly  established.  Competitor 
and  onetime  highflier  Maui  &  Sons, 
for  example,  ran  into  trouble  with  its 
cash  flow  and  inventory,  filed  for 
Chapter  1 1  and  has  now  restructured 
its  organization.  Jimmy'z  grew  too 
fast,  ran  out  of  money  and  sold  out. 
Quiksilver's  owners  kept  their  opera- 
tions lean  and  stayed  with  what  they 
knew  and  loved. 

"While  everyone  else  was  making 
swimwear,  we  were  setting  the  stan 
dard  for  surfwear,"  says  McKnight. 
"We've  been  successful  because  our 
philosophy  has  always  been  to  bring 
the  image  off  the  beach  and  into  the 
stores.  Since  we  were  all  surfers,  we 
knew  what  kids  wanted." 

By  December  1986,  sales  were  up  to 
$19  million  and  the  stock  market  was 
receptive  to  little  companies  like 
Quiksilver.  So  McKnight  and  his  mi- 
nority partners  sold  .SO",,  ot  the  com- 
pany to  the  public  for  $16  million 
They  used  the  money  to  buy  the 
Quiksilver  trademark  for  the  U.S.  and 
Mexico,  pay  off  all  short  and  long 
term  debts  and  expand  their  line  and 
production  runs. 

All  along  McKnight  has  enjoyed 
good  advice  from  Robert  Kirby,  chair- 
man of  the  board  ol  Capital  Guardian 
Trust   Co.,   with   $15   billion   under 
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management.  Kirby,  who  is  on  Quik- 
silver's board,  watched  most  of  Quik- 
silver's executive  officers  grow  up 
with  his  own  stepson. 

"At  first  1  thought  they  were  just 
crazy  surfers  "  laughs  Kirby,  "but 
now  I  wish  1  had  thought  of  some- 
thing like  this  So  far  their  biggest 
problem  has  been  when  the  employ- 
ees mysteriously  disappear  because 
they've  all  gone  suiting. 

"This  is  obviously  a  risky  busi- 
ness Kirby  adds,  but  we  have  pub- 
lic accountants  going  over  the  books 
on  a  frequent  basis,  and  if  they  do 
guess  wrong  on  a  |clothing]  line, 
which  is  probably  inevitable,  you  just 
try  to  make  sure  it  won't  be  big 
enough  t()  be  significant." 

Ic  keep  things  in  line,  McKnight 
brought  in  lohn  Warner,  who  was 
then  the  senior  vice  president  and 
general  merchandising  manager  of 
May  Department  Stores'  Denver  oper- 
ation, and  made  him  head  of  Quiksil- 
ver's sales  in  July  1987.  Seven  months 
latei  Warner  became  chairman  of  the 
board  and  chief  executive 

At  4  1  Warner  is  Quiksilver's  oldest 
executive,  though,  wearing  shorts  and 
thongs,  be  looks  very  much  like  any 
other  ot  Quiksilver's  200  employees. 
McKnight  is  still  Quiksilver's  presi- 
dent, and  owns  10%  ot  the  company's 


kfin\  M.icMilljn 

stock  (worth  $3.7  million, 
at  the  recent  price  of 
around  $6  a  share).  He  now 
oversees  new  product  de- 
velopment. Other  insiders 
own  another  38%  of  the 
company. 

"We  still  tend  to  run  the 
company  by  committee," 
says  Warner.  "They 
[McKnight  and  his  surfing 
buddies]  know  what  the 
customer  wants,  and  I 
know  how  to  get  it  to  him 
But  we're  still  $100  mil- 
lion in  sales  away  from  los 
ing  this  family  feeling." 

Hakman?  In  1981  he 
tired  of  California  and  ami 
cably  split  with  McKnight 
to  surf  in  Australia.  He 
now  lives  in  Biarritz,  and 
owns  a  share  of  the  Quik 
silver  rights  in  France. 

McKnight  is  now  moy 
ing    Quiksilver    into    ski 
wear,     where     Hakman's 
French   operation   has  re- 
cently   done    very    well. 
McKnight's  skiwear  strat- 
egy is  the  same  as  when  he 
and  Hakman  started  out  in 
surfwear:  Quiksilver  came 
up  with  six  designs  this 
year,  and  marketed  the  ap- 
parel at  popular  ski  areas.  They  sold 
out  in  five  weeks,   grossing  nearly 
$500,000,  meeting  their  projection. 

Quiksilver  plans  to  promote  its  ski 
line  as  it  has  its  surfwear — by  dressing 
the  local  hotshots.  Quiksilver  pro- 
vides free  surfwear  to  1,000  kids 
worldwide  who  also  appear  (for  free) 
in  Quiksilver  ads.  For  a  select  group  of 
more  experienced  surfers,  Quiksilver 
gives  clothing  plus  $1,000  a  year  for 
travel  and  surfing  competition  entry 
fees.  Quiksilver's  A-team  consists  of 
ten  professional  surfers  who  wear  the 
company's  clothes  and  receive  a 
monthly  payment.  This  year 
McKnight  signed  Tom  Carroll,  the 
twice- world-champion  surfer,  to  a  $1 
million,  exclusive  five-year  contract, 
the  largest  promotional  fee  ever  paid 
in  this  sport. 

In  his  excellent  book,  The  Corporate 
steeplechase.  Srully  Blotnick  advised 
young  people  not  to  take  a  job  just  for 
the  money  or  the  prestige,  but  rather 
for  the  enjoyment  of  doing  it.  That 
way,  if  things  work  out,  you'll  be  rich 
and  happy.  If  things  don't  work  out, 
you'll  still  be  happy.  Young  Bob 
McKnight  thinks  that  good  advice  is 
very  much  at  the  heart  of  his  compan- 
y's success.  "Best  of  all,  this  business 
is  still  fun,"  he  beams.  "If  I  couldn't 
surf  every  day,  I  wouldn't  be  here."  ■ 
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Jberty  Mutual  asks: 

If  you  can  offer 


four  employees  an 


nsurance"perk" 
hat  won't  cost 

/ouadime- 

,vhy  don't  you! 


introducing  "Liberty  For  All'.' 

Now  your  employees  can  pay  for  their  auto,  home  and  life  insurance  through  convenient  payroll 

uctions.  All  claims  or  questions  regarding  coverage  or 

ices  are  handled  directly  between  Liberty  Mutual 

the  employee.  All  you  have  to  do  is  set  up  the 

uction  on  your  payroll  system. 

As  an  additional  benefit,  Liberty  Mutual  will  give  each 

)loyee  who  signs  up  a  5%  discount  on  their  insurance.* 

For  more  information  on  how  your  company  can 

!  advantage  of  this  perk,  send  us  this  coupon  or  call 

ind  Cote,  Director  of  Mass  Merchandising, 

>rty  Mutual,  at  1-800-225-2390,  Extension  42665, 


ERICA  BELIEVES  IN- 

ERTY  MUTUAL  INSURANCE. 


in  Massachusetts— 
(617)357-9500. 


Send  to  Roland  Cote 

Director  of  Mass  Merchandising,  Liberty  Mutual 

175  Berkeley  Street,  Boston,  MA  02117 

Please  send  more  information  about  "Liberty  For  All!' 

Name 

Compa  nv — 

Address 


City- 
State. 


Phone_ 


_Zip_ 


FB2 


LIBERTY 
MUTUAL 


.- 
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Tribune  Co.'s  recent  growth  has  out- 
stripped that  of  most  other  media  compa- 
nies. But  future  gains  wont  be  as  easy. 

"It's  a  changing 
world11 


By  Steve  Weiner 


T|ribune  Co.,  the  $2.3  billion 
(revenues)  newspaper  publish- 
er, broadcaster  and  newsprint 
maker,  is  141  years  old,  but  lately  it's 
been  acting  more  like  a  kid  than  a 
codger. 

Consider  the  slick  way  Chicago- 
based  Tribune  went  about 
borrowing  $100  million  a 
few  months  ago.  Most 
companies  draw  on  a  bank 
line  of  credit,  or  place  debt 
in  U.S.  or  Eurodollar  mar- 
kets. But  Tribune  went  to 
New  Zealand,  of  all 
places,  where  interest 
rates  hovered  near  15%. 

No  blunder,  says  Lisa 
Featherer,  assistant  trea- 
surer. Principal  and  inter- 
est for  the  five-year  notes 
were  covered  by  purchase 
of  bargain-basement  Kiwi- 
dollar  futures  contracts, 
using  a  Japanese  bank  as 
the  intermediary.  And  be- 
cause the  money  was  de- 
posited in  Canada,  for  use 
by  the  Trib's  Canadian  pa- 
per mills,  capital  gains  tax- 
es on  futures  trading  prof- 
its were  much  lower  than 
they  would  have  been  in 
the  U.S.  Net  borrowing  Tribune  Q 
cost,  says  Featherer,  was     "We  were 

8.4% — a   half   point    less     

than  from  traditional  lenders. 

"It's  a  great,  big,  changing  world  out 
there,"  sighs  Stanton  Cook,  62,  the 
newspaper  production  engineer  who 
became  the  Tribune  Co.'s  president 
and  chief  executive  officer  in  1974. 
Cook,  conservative  and  plain  spoken, 
admits  he  doesn't  fully  understand 
such  deals,  but  no  matter.  Mis  finan- 
cial staff  does,  and  that's  progress. 


This  fancy  financing  is  only  one 
small  example  of  how  the  Tribune 
Co.  has  come  into  the  modern  world. 
Despite  soft  newspaper  and  broadcast 
markets,  Tribune's  recent  growth  has 
outstripped  that  of  most  other  media 
companies.  Excluding  one-time 
charges,  profits  rose  15%  last  year,  to 
$163  million,  or  $2.07  a  share,  and  are 


■    S  ^l(IHI(i)l  COOk 
an  underachiever. 


up  47%  through  the  first  half  of  1988. 
For  the  full  year,  profits  should  ap- 
proach $2.80  a  share.  Return  on  equi- 
ty has  improved  by  two  points,  to 
about  17%,  since  last  year  and  may 
exceed  18%  by  year's  end.  That's  al- 
most identical  to  the  returns  of  com- 
petitors like  the  New  York  Times  Co. 
and  I  mes  Mirror  Co. 

While  most  newspaper  stocks  have 


been  flat  to  lower,  Tribune  shares 
trading  recently  near  36,  are  up 
points  from  a  year  ago.  Since  1983 
when  the  company  went  public,  iq 
shares  have  appreciated  at  an  annua 
average  rate  of  23%,  about  triple  th<j 
industry  gain. 

Its  newspapers  include  the  Nev 
York  Daily  News,  Chicago  Tribune  ancj 
strong  dailies  in  Orlando  and  For 
Lauderdale,  Fla.,  Escondido  and  Pal 
Alto,  Calif.,  and  Newport  News,  Va 
Its  six  television  stations  includi 
WPIX  in  New  York,  WGN  (fa 
"world's  greatest  newspaper")  in  Chi 
cago  and  KTLA  in  Los  Angeles. 

Why  the  strong  1988  showing 
Some  of  it  is  luck.  Newsprint  prices; 
rose  sharply  just  as  the  Trib's  pape 
mills  finished  renovations  that  nearl 
doubled  efficiency  of  some  pulpin 
processes.  The  company's  newspaper 
in  Orlando  and  Fort  Lauderdale  hav 
been  booming  with  Sunbelt  growth 
But  there's  much  more  than  luck  a 
work  here.  A  big  swing  in  earning: 
comes  from  the  Daily  News,  marginal 
ly  profitable  at  best  for  years,  whic 
hopes  to  produce  operating  earning: 
this  year  of  $20  million — not  much  o 
a  return  on  revenues  o 
$450  million  but  at  least 
step  in  the  right  direction 
And  changes  in  the  whol 
corporation's  structure 
management  and  cultun 
promise  benefits  for  years 
to  come. 

Cook  has  spent  more 
than  $2  billion  since  1980 
to  rebuild  plants  and  buy 
new  businesses.  "Our  ba- 
sic program  has  been  to 
invest  in  ourselves,"  he 
says.  "We  looked  at  our- 
selves in  the  late  1970s 
and,  frankly,  we  thought 
we  were  an  underachiev- 
er. We  didn't  have  the  fa- 
cilities or  people  to  get  the 
job  done.  Now  we  do." 
One  statistic:  For  the  last 
five  years,  Trib  profits 
have  increased  an  average 
of  23%  a  year,  while  reve- 
nues have  risen  a  mere 
9%  a  year. 
The  decision  to  take  the 

company  public  five  years 

ago  forced  an  end  to  what  might  oth- 
erwise have  become  terminal  lethar- 
gy. The  Trib  had  little  choice.  The 
company  needed  money  to  grow,  and 
it  badly  needed  to  modernize.  Rest- 
less shareholders,  meanwhile,  most  of 
them  descendants  of  early  editor  Jo- 
seph Medill,  wanted  ways  to  cash  out. 
The  big  steps:  Cook  replaced  man- 
agers  at    every    major   division.    He 
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Hertz  joins  American  Express 
i  offering  yet  another  privilege:  a 
incoln  rate  that  only  Cardmem- 
ers  can  get  without  an  advance 
nervation. 

So  do  it  without  reservation, 
ent  from  Hertz,  pay  with  the  Card, 
id  head  off  in  a  1988  Lincoln  Con- 
nental.  The  car  Motor  Trend  hailed 
» ". .  .the  most  advanced,  best-engineered,  best- 
riving  Lincoln  ever  built."  Or  take  the  roomier 
incoln  Town  Car,  if  you  prefer. 

Just  ask  for  this  special  rate  at  participating  air- 
3rt  counters,  from  now  until  December  15, 1988. 
'ur  Lincolns  will  be  rolling  at  this  rate,  so  you  may 
ish  to  confirm  availability. 

Small  wonder  the  American  Express  Card  makes 
le  ideal  travelling  partner.  Hotel  reservations,  airline 
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ticketing  and  getting  cash  couldn't 
be  simpler.  To  say  nothing  of  the 
ease  with  which  you  can  handle  a 
Hertz  rental. 

*This  offer  has  some  restric- 
tions: Rate  $5.00  higher  in  Boston, 
Chicago,  Detroit,  Philadelphia, 
Pittsburgh,  Baltimore/Washington, 
and  Atlanta,  and  not  available  in  the 
New  York  metro  area;  cars  must  be  returned  to  rent- 
ing location;  refueling  charges  (if  you  don't  refill  the 
tank);  and  a  mileage  charge  over  100  miles  a  day  (320 
or  less  per  mile).  Taxes,  Loss  Damage  Waiver,  and 
other  optional  services  are  extra.  If  you're  under  25, 
rates  are  higher. 

If  you've  got  a  sudden  urge  to  drive  the  car  Car  and 
Driver  called  "..  .an  American  luxury  sedan  with  road 
sense,"  Hertz  and  American  Express  make  perfect  sense. 


Hertz 


"Myjobisto 
design  a  home 
in  space." 


"Space  research  is  one  of  the 
most  exciting  adventures  in 
human  history.  But  my  job  is  to 
design  life  support  systems  that 
are  completely  unexciting.  We 
want  them  to  be  thoroughly 
dependable,  durable  and  fail-safe 
—  to  limit  the  excitement  to  the 
processes  of  research  and  discov- 
ery. Our  habitation  module  is  like 


a  small  world  with  closed-loor 
systems  to  recycle  air  and  watt 
WeVe  built  redundancy  into  al 
critical  subsystems,  triple-redi 
dancy  in  some  cases.  WeVe  als 
made  the  living  spaces  pleasar 
with  private  quarters  for  each 
crew  member,  windows  that  1< 
to  earth  and  beyond,  and  a  fan 
iar  up/down  reference  to  prov 


itation  in  weightlessness.  To 
>ur  theories,  Boeing  built  a 
cale  Space  Station  module, 
prototype  may  never  leave 
round,  but  it  will  help  make 
in  those  that  do  are  safe, 
5le  miniature  worlds." 

—  Brand  Griffin 

Space  Station  Architect 
Boeing  Aerospace 


At  Boeing,  we're  sharing  knowl- 
edge and  integrating  technology 
to  create  high-quality  products 
and  services.  In  aviation,  aero- 
space, computer  services  and 
electronics.  You  can  trust  the 
people  at  Boeing  to  do  it  right. 


Read  all  about  it 


The  Tribune  Co.'s  problem 
child,  the  New  York  J Daily 
News,  looks  healthier  than  it 
did  a  few  years  ago.  Declines 
in  circulation  and  advertis- 
ing have  been  reversed;  daily 
circulation  is  up  a  tick  to 
about  1.3  million,  and  News 
advertising  is  up  8.3%  this 
year,  to  a  12.5%  share  of  the 
seven-newspaper  metropoli- 
tan market. 

The  shabbiest  of  its  facili- 
ties and  archaic  computer 
systems  have  been  replaced 
at  a  cost  of  more  than  $100 
million  since  1982.  Advertis- 
ing and  marketing  staffs  have 
been  retrained.  As  a  result  of 
all  this,  and  $27  million  in 
union  givebacks,  costs  have 
been  sharply  cut. 

Even  so,  operating  profit 
this  year  will  be  a  flimsy  4% 
of  revenues,  compared  with 
the  average  return  at  metro 
papers  of  18%  to  20%.  On  the  strength  of  the  improve- 
ments, however,  Stanton  Cook,  president  and  chief 
executive  officer  of  Tribune,  and  (ames  Hoge,  president 
of  the  l)ail\  News  since  1984,  now  say  there's  little  doubt 
that  they  will  build  badly  needed  modern  printing  facil- 
ities. Likely  cost:  far  more  than  $200  million. 

It's  a  big  step.  If  it's  borrowed  capital,  the  interest  cost 
would  nearly  wipe  out  this  year's  estimated  pretax 
profit,  not  counting  projected  savings  from  a  more 
efficient  plant.  And  the  News  needs  those  savings  and 
the  capacity  to  put  out  papers  faster,  with  more  zoned 
editions  and  in  color 

Much  now  depends  on  the  ability  of  News  president 
and  publisher  [ames  Hoge,  52,  former  publisher  of  the 


Dail)  News' James  Hoge 

"We'll  be  among  the  survivors. 


unions  to  make  the  new 
printing  plant  feasible.  If  he 
gets  them,  Hoge  has  a  clean 
shot  at  fighting  the  competi- 
tion, which  is  tougher  than 
ever. 

The  New  York  Times,  en- 
trenched in  the  top  end  of 
the  market,  is  beyond  chal- 
lenge. Hoge's  immediate 
problems  are  the  New  York 
Post  and  New  York  Newsday, 
both  tabloids. 

The  New  York  Post,  owned 
since  March  by  developer  Pe- 
ter Kalikow,  has  lately  been 
making  a  better  showing, 
having  decided  to  downplay 
sex  and  violence.  Its  circula- 
tion is  up  to  600,000,  and  its 
losses  have  been  cut  in  half, 
to  less  than  $7.5  million  a 
year.  The  Post  claims  to  have 
won  long-term  ad  commit- 
ments from  Bergdorf-Good- 
man  and  B.  Altman. 
Bloomingdale's  confirms  it  has  greatly  expanded  its 
advertising  there. 

New  York  Newsday,  an  edition  of  the  immensely  profit- 
able Long  Island  daily  owned  by  Times  Mirror  Co.,  is 
coming  up  fast  on  the  outside.  From  a  modest  beach- 
head in  Queens  and  Brooklyn,  it  has  built  circulation  to 
180,000.  Profitability  remains  years  away,  but  Newsday 
has  staying  power.  Among  other  things,  it  dented  the 
News  when  it  stole  star  columnist  Jimmy  Breslin,  who 
turned  down  a  deal  worth  nearly  $1  million  over  three 
years  to  jump  ship. 

Iim  Hoge  is  well  aware  that  his  paper's  troubles  are 
not  over.  "There  may  not  be  room  for  all  these  tab- 
loids," he  vows,  "but  if  not,  the  Daily  News  will  be 


Chicago  Sun  Times,  to  extract  further  concessions  from     among  the  survivors." — S.W. 


closed  the  Chicago  Tribune's  old  sub- 
terranean printing  plant  at  Tribune 
Tower  on  Michigan  Avenue  and  built 
a  modern  facility  northwest  ot  the 
Loop  that  can  produce  21  different 
'/rih  versions  at  once.  Productivit\  at 
that  new  plant  has  risen  50%  since 
1985.  New  presses  were  also  installed 
for  the  Orlando  paper  and  are  .uoiiik  in 
at  Fort  Lauderdale.  The  newsprint  di- 
vision has  overhauled  most  of  its  pro- 
duction process. 

Cook  also  launched  Tribune  Enter- 
tainment Co.,  a  rv  programming  and 
syndication  outfit.  He  bought  KTLA 
in  1985,  paying  a  record  $529  million 
tor  that  Los  Angeles  tv  station  And 
to  provide  inexpensive,  continuing 
programming  tor  WGN  radio  and  tv, 
lie  purchased  the  Chicago  Cubs  base- 
hall  team. 

The  resulting  company  is  the 
fourth-largest  newspaper  publisher  in 


the  U.S. — seven  dailies  with  a  com- 
bined circulation  ot  nearly  2.8  mil- 
lion. The  Tribune  is  also  the  fourth- 
la  rgest  rv  sroup — six  stations  reach- 
ing 18.7%  of  all  households.  Its 
television  "barter"  division,  with  rev- 
enues of  $160  million  in  the  sale  of 
ads  for  non-network  programs,  is  tops 
m  that  $1  billion  market. 

Now  that  the  needed  restructuring 
is  done,  can  the  Tribune  Co.  continue 
to  grow-  Yes,  but  how  fast  depends  on 
how  Cook  and  his  team  handle  some 
nettlesome  problems.  Take  the  broad- 
east  group,  producing  18%  of  revenue 
and  23%  of  profit.  One  of  the  six  tele- 
vision stations — WGNO,  New  Or- 
leans—is  unprofitable,  and  nearly  ev- 
en station  has  lost  viewers  because  ot 
competition  from  cable  and  new  inde- 
pendent tv  stations.  Profitability  has 
slipped  at  the  Tnb's  five  radio  sta- 
tions, as  it  has  elsewhere  in  radio. 


To  address  these  problems,  many  of 
them  endemic  to  the  businesses, 
Cook  and  James  Dowdle,  president  of 
Tribune  Broadcasting,  have  turned 
the  company  into  a  producer  and  syn- 
dicator  as  well,  and  that's  where  the 
big  bucks  will  be  made.  Tribune  En- 
tertainment has  a  stable  of  about  15 
programs.  Highbrow  the  programs  are 
not,  but  they  are  popular.  They  in- 
clude the  likes  oiGeraldo,  the  daytime 
talk  show  hosted  by  Gefaldo  Rivera; 
Tales  Jinn  i  the  Darkside,  low-grade  hor- 
ror; Ghostbusters cartoons;  and  Bouzer's 
New  Year's  Pre  Special,  featuring  a  pop 
music  character. 

And  then  there  is  Charles  in  Charge, 
a  second-tier  sitcom  canceled  after 
just  22  episodes  on  CBS.  In  1985  the 
Tnb  persuaded  its  producer,  MCA,  to 
make  additional  episodes  specifically 
for  the  barter  market.  Participating 
stations  show  it  for  free  and  collect 


How  do  you  get  an  affiliate  of  a 
consumer  products  company  in  New 
York  to  buy  a  steel  caster  from  Tokyo 
and  lease  it  to  a  steel  company  in 
Pittsburgh? 

Connections.  And  a  worldwide 
reputation  for  expertise  in  the  bus- 
iness of  leveraged  leasing. 

The  deal  started  simply  enough. 
First  Chicago  Tokyo  client  Nippon 
Kokan  K.K.  wanted  to  acquire  a  new 
continuous  steel  caster  from  the 
Mitsubishi  and  Marubeni  Corporations 


fonts  U.S.  affiliate  National  Steel. 

They  needed  financing  alternatives. 

They  got  them  from  First  Chicago 
Leasing  Corporation. 

Acting  as  lessor  advisor,  First  Chicago 
quickly  performed  the  financial  and 
investment  analysis  and  connected 
with  a  buyer-  Philip  Morris  Credit  Cor- 
poration in  New  York,  in  a  $245  million 
deal,  Philip  Morris  bought  the  caster 
from  Mitsubishi  and  Marubeni,  in  turn 
leasing  it  to  National  Steel. 

It  was  an  excellent  example  of  tax- 


advantaged  leasing  on  a  global  scale. 
The  kind  of  innovative  structuring  and 
cross-border  marketing  that  has  made 
First  Chicago  one  of  the  top  three 
lessor  advisors,  with  a  continuing  five- 
year  compound  annual  growth  rate  of 
more  than  50%. 

You  cant  do  that  without  the  right 
connections  to  major  clients  around 
the  world. 

Call  (312)732-8101.  Well  connect  you 
with  Geoffrey  Stringer,  President  of 
First  Chicago  Leasing  Corporation. 


THE  »245,000,000  QUESTION: 


What's  the  connection  between  a 

steel  company  in  Japan  and  a  consumer 

products  company  in  the  U.S.? 

First  Chicago  Connections. 


Performance  has  always  been  a  Chicago  tradition. 

FIRST  CHICAGO 


E 

IT 


income  from  the  sale  of  about  half  the 
advertising.  The  Trib  sells  the  re- 
maining time  to  national  advertisers, 
partially  paying  for  the  new  produc- 
tion costs. 

This  season,  with  100  episodes  now 
in  inventory,  Charles  goes  into  syndi- 
cation. Perhaps  100  stations  will  buy 
five-year  rights  to  it.  Each  episode 
may  thus  draw  $1  million  in  reve- 
nues. MCA  takes  the  majority  share. 
The  Trib  may  clear  $35  million,  al- 
most all  of  it  profit.  That  alone  is 
equal  to  the  first-half  operating  profit 
of  the  entire  broadcast  division. 
What's  more,  its  six  stations  air  the 
program  at  half  price.  And  Tribune 
collected  fees  on  the  sale  of  the  bar- 
tered national  advertising. 

Growth  may  be  harder  to  wring 
from  the  newspaper  business  (62%  of 
revenue,  59%  of  profit),  where  some 
of  the  biggest  improvements  have 
been  made  already.  The  biggest  pos- 
siblities  for  improvement  are  at  the 
New  York  Daily  News,  where  major 
investments  since  1982  and  a  new 
relationship  with  unions  have  made 
the  paper  marginally  profitable.  But 
the  News,  with  its  too-high  production 
and  distributor)  costs,  faces  an  uphill 
fight  [see  box,  p  92). 

A  better  growth  prospect  is  the  flag- 
ship paper  itself,  the  Chicago  Tribune, 
where  advertising  is  up  a  tad  and  cir- 


culation (750,000  daily,  1.1  million 
Sunday)  is  in  slight  decline.  With  top 
managers  mostly  from  the  Orlando 
newspaper,  Chicago  Trib  President 
Charles  Brumback  has  already  boost- 
ed operating  margins  to  near  17%, 
from  below  6%  in  1982.  He  says  20% 
is  achievable.  No  small  goal,  that.  Op- 
erating margins  are  17%  a:  the  New 
York  Times-,  Los  Angeles-based  Times 
Mirror  gets  margins  approaching  19% 
from  its  newspapers. 

For  the  lust  Jive  years, 
Trib  profits  have 
increased  an  average 
of  23%  a  year,  while 
revenues  have  risen  a 
mere  9%  a  year. 

Much  of  the  Trib's  gain  came  from 
cost  cutting;  the  full-time  equivalent 
work  force  is  down  25%,  to  3,600. 
Brumback  believes  a  work  force  of 
3,000  FTE's  is  attainable.  But  further 
profit  gains  will  have  to  come  from 
better  market  penetration:  The  Trib  is 
read  in  only  30%  of  Chicago  house- 
holds, fewer  than  half  the  level  of  the 
Florida  papers.  Brumback  plans  a  mar- 
keting program  to  keep  better  track  of 
customers  and  reward  subscribers 
who  renew.  Circulation  has  been  hurt 
by  a  price  increase,  to  35  cents  a  copy 


from  25  cents,  but  Brumback  figures 
he'll  recover  as  a  new  distribution 
network  takes  hold,  giving  the  paper 
direct  access  to  its  customer  base. 

Profits  have  been  strongest  this 
year  at  the  newsprint  company, 
where  earnings  are  up  72%  on  a  20% 
revenue  gain.  John  Houghton,  the  pa- 
per company's  president,  figures 
prices  will  hold  for  at  least  another 
year  until  industry  capacity  goes  into 
surplus.  At  worst,  Houghton  expects 
newsprint  profits  to  flatten,  a  sharp 
change  from  the  1982  down  cycle 
when  the  mills  took  big  losses  and 
Tribune  Co.  profits  sank  75%. 

It's  likely,  says  Cook,  that  Tribune 
will  buy  more  newspaper  and  broad- 
cast properties;  debt  is  a  relatively  low 
33%  of  capital.  It  has  bid  on  every 
major  newspaper  offered  for  sale  in 
recent  years.  But  it  has  bid  conserva- 
tively, snaring  only  one  property,  the 
S200  million  1986  purchase  of  the 
daily  newspapers  in  Newport  News, 
Va.  This  conservatism  has  cost  the 
company  some  growth  opportunities. 
But,  considering  the  lofty  levels  at 
which  so  many  publishing  properties 
have  changed  hands  lately,  a  bit  of 
caution  seems  prudent. 

So  things  continue  to  look  up  at  the 
Tribune  Co.  After  all,  Cook's  plans 
don't  depend  on  any  improvement  in 
the  Chicago  Cubs.  ■ 


We  are  pleased  to  announce  the  formation  of 


Corporate  Partners,  L.P. 


ant 


Corporate  Offshore  Partners,  L.P. 


The  Partnerships,  with  commitments  of  $  1 ,545,  (XX),  000  and  additional  coinvestment  capital 

available,  hare  been  organized  In  the  undersigned  to  invest  in  the  equity  of 

rnniar  publicly  held  corporations  on  a  friendly  basis. 


Lazard  Frerks  &  Co, 


tugusl  16,  1988 
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laying  you've  got  the  best  choice  in  a  copier  is  one  thing, 
laving  someone  say  it  for  you  is  quite  another, 
lecentry,  the  Minolta  490Z  was  declared  "the  strongest 
tender"  by  BLI,  a  leading  independent  testing  lab. 
*laybe  they  were  impressed  by  the  extraordinary  Simul- 
r™  process.  (The  490Z  delivers  two-color  copies  in  a  single 
),  faster  than  any  two-color  copier  in  the  world.)  Or  the  50 
100%  zoom  ratio.  Or  its  simple  duplexing. 

1-color  is  a  trademaik  of  Minolta  Corporation .  ©  1988  Minolta  Corporation 


Whatever  it  was,  we're  happy  to  have  been  judged  "the 
strongest  contender"  in  our  class. 

But  we'd  be  much  happier  if  you  called  1-800-USA-DIAL, 
Ext.  777  for  the  Minolta  dealer  nearest  you. 

Where  you  can  judge  for  yourself. 


COLOR  COPIERS 
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Our  control  technology 

makes  airplanes  smart 

and  pilots  even  smarter. 


Sio   J.,;; 
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Piloting  an  airplane  is  one  of  the  most 
demanding  jobs  in  the  world.  There  are 
hundreds  of  decisions  to  make,  even  on 
the  most  routine  of  flights. 

For  more  than  half  a  century,  Honeywell 
has  been  a  guiding  force  in  the  cockpit.  At 
the  touch  of  a  button,  pilots  can  determine 
the  most  efficient  route  and  receive  detailed 
weather  information. 

It's  a  wealth  of  information  that  lets  them 
make  faster  decisions.  Better-informed 
decisions. 

Honeywell  is  the  world's  leader  in  control 
technology,  providing  products,  systems  and 
services  for  homes  and  buildings,  industry, 
space,  aviation  and  defense. 

Honeywell  control  technology  lets  you  live 
and  work  smarter.  Whether  you're  on  the 
ground.  Or  miles  above. 

Honeywell 

HELPING  YOU   CONTROL  YOUR  WO  R  L  D 


Insurance  companies  are  teaming  up  with  mutual  fund  hous<\ 
to  sell  you  variable  life  and  annuity  policies.  Here  are  son 
things  the  salespeople  may  not  tell  you. 


If  you  don't  understand  it, 

don't  buy  it 


By  John  R.  Hayes 


Joseph  Rafferty,  a  retired  Cali- 
fornia citrus  farmer,  is  one  un- 
happy man.  Last  year  Rafferty 
asked  his  broker  to  recommend  a  tax- 
exempt  investment  for  $50,000  he 
had  received  from  a  mortgage  pay- 
ment. Instead  of  suggesting  a  tax-ex- 
empt bond,  say,  or  a  fund  that  invests 
in  tax  exempts,  the  broker  put  him 
into  Prudential's  Conservatively 
Managed    Flexible    Portfolio,    a 
mutual  fund  investing  in  stocks 
and  bonds.  The  broker  told  him 
the  fund  should  return  6%    to 
14%  annually,  tax  exempt.  On 
top  of  that,  the  investment  came 
with  a  life  insurance  policy  that 
would  pay  his  wife  over  $100,000 
when  he  died.  "Sort  of  like  frost- 
ing on  the  cake,"  says  Rafferty. 

One  year  later,  instead  of  a  6% 
or  14%  gain,  Rafferty 's  invest- 
ment showed  a  loss  of  $757.25. 
Disenchanted,  he  considered 
cashing  in.  Prudential  said  fine, 
but  there  would  be  an  8%  exit 
fee. 

Welcome   to   the   problematic 
world  of  variable  life  and  variable 
annuity  policies.  These  are  hot 
items  lately,  chiefly  because  there  is 
indeed  a  tax  angle  to  them.  But  it's 
not    the    straightforward    exemption 
Rafferty  envisioned.  In  short,  in  the 
already  complex  world  of  life  insur- 
ance, variable  policies  add  yet  more 
complexity. 

Insurers  began  pushing  variables 
harder  as  whole  life  policies,  with 
their  fixed  returns,  became  tougher  to 
sell  to  people  worried  about  inflation. 
Variable  policies  promise  no  fixed  or 
minimum  return,  but  no  ceilings,  ei- 
ther. The  policyholder  decides  where 
to  invest  his  premiums.  (Variable  an- 
nuities differ  from  variable  life  in  the 
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same  way  that  any  annuity  differs 
from  a  conventional  life  insurance 
policy — the  policyholder  gets  a  lump 
sum,  or  a  series  of  payments,  at  a 
future  date,  rather  than  his  beneficia- 
ry's getting  the  money  on  his  death.) 
The  tax  angle,  as  such,  is  straight- 
forward— as  the  investment  portion 
of  the  life  and  annuity  grows,  taxes 
are  deferred.  If  a  life  policyholder 
dies,  his  beneficiary  will  pay  no  tax 


on  the  death  benefit.  Taxes  get  paid 
on  annuity  policies  as  the  money  is 
distributed,  possibly  at  a  lower  rate 
after  retirement. 

So  there's  nothing  wrong,  in  theory, 
with  variable  policies.  Like  any  other 
investment  strategy,  they  have 
strengths  and  weaknesses.  Trouble  is, 
as  Joseph  Rafferty  learned  too  late, 
they  are  too  often  oversold,  misrepre- 
sented, or  both.  And  even  the  most 
scrupulous  sales  pitch  can  be  miscon- 
strued by  people  with  short  attention 
spans.  Anyone  contemplating  a  vari- 
able policy  had  better  get  two  things 
straight. 


First,  the  returns  on  such  polic 
do  indeed  vary  (see  table,  p.  102).  1 
future  payout  depends  on  the  pe 
mance    of    the    underlying    invi 
ments — and  last  October  taught  us 
how  unpredictable  that  is.  Typic 
policyholders  get  a  choice  of  sto 
bond    and    money    market    mut 
funds.  If  you  buy  Nationwide  Life 
surance's  Best  of  America  II  varia 
annuity,  for  example,  you  may  choc 
among  13  mutual  funds  manaj 
by  five   investment  compan 
Integrated  Resources  even  s 
an  annuity  backed  by  com 
cial  real  estate  mortgages. 

Second,  as  Rafferty  discover! 
investors  who  surrender  th 
policies  will  be  charged  for 
privilege.  Annuities  are  usua 
sold  without  sales  loads,  but  I 
surance  companies  do  penal) 
holders  for  early  withdraw 
Penalties  start  anywhere  frc 
5%  to  10%  in  the  first  year  a 
gradually  step  down,  over  five 
ten  years,  to  nothing.  In  eai 
years,  then,  those  penalties  w 
more  than  wipe  out  anythi 
saved  on  the  tax  deferral.  In  ad< 
tion,  the  IRS  will  impose  a  10 
■«■  tax  penalty  on  an  annuity  surre 
dered  before  age  59  Vi. 

In  our  view,  investor  Rafferty  w 
steered  into  the  wrong  kind  of  inve; 
ment — for  him.  But  for  some  peop 
variable  policies  are  a  good  deal.  Th 
are  among  the  last  surviving  tax  sh( 
ters,   and  insurance  companies  ai 
mutual  funds  are  pushing  them  hai 
(Keep  in  mind,  however,  that  CO| 
gress  may  curtail  this  tax  advantag 
Picking  a  variable  on  the  basis 
performance  is  a  daunting  task, 
showing    how    your    money    mi 
grow,  sales  folks  can  be  virtuosos 
juggling  assumptions  to  illustrate  h 
pothetical  cases. 


FORBES,  OCTOBER  3,  198 


ANOTHER  GREAT  OFFER  FROM 
THE  EMPLOYEE-OWNERS*  OF  AVIS  INC. 


Drive 


The  employee-owners  of  Avis  want 
you  to  experience  the  elegance  of  a 
Cadillac  Sedan  de  Ville  or  similar 
luxury-group  car  at  a  very  economical 
rate.  With  SuperValue  Rates  and  fast 
service,  we're  trying 
harder  than  ever  to  give 
you  what  you  want  in  a 
rental  car. 

To  get  this  low  rate, 
here  are  some  things 
you  should  know.  This 
rate  includes  a  free 
mileage  allowance,  but 
there's  an  additional  charge  per 
mile  thereafter.  The  rate  is  available 
at  all  participating  U.S.  locations, 
and  is  higher  in  the  metro  N.Y  area. 
It  is  non-discountable  and  may 
change  without  notice.  These  cars 
are  subject  to  availability,  and 
blackout  periods  and  additional 
seasonal  charges  may  apply  There 
is  no  refueling  charge  if  you  return 
your  tank  full.  For  renters  under 
25  and  additional  drivers,  there  are 
extra  charges.  The  car  must  be 
returned  to  renting  location.  Taxes 
and  optional  Collision  Damage  Waiver 
($9.95/day,  higher  in  certain  areas), 
Personal  Accident  Insurance,  Personal 
Effects  Protection  and  Additional 
Liability  Insurance  are  extra. 

To  drive  this  elegant  bargain, 
call  Avis  at 
1-800-331-1212, 
or  call  your 
travel  consultant. 


AVIS 


® 


We're  trying  harder  than  ever.SM 


>loyees  at  all  corporatHocations.   ©  1988  Wizard  Co.,  Inc. 


Avis  features  GM  cars.  Cadillac  Sedan  de  Ville. 


ALCATEL  CORTELCO- 

Manufacturer  of  Telephones 

and  Key  Systems 


FRIDEN  ALCATEL 

Posloge  Meters,  Mailing  and 

Shipping  Systems 


ALCATEL  INFORMATION  SYSTEMS 
Courier  3270-Compotible  Computer  Sys 
and  XTRA  Microcomputer  Systems 


"Formerly  Apparatus  Division  of  ITT  Telecommunications 


"Formerly  Alcatel  Courier  and  Alcatel  XTRA  Business  Systems. 


AKATB.  IS  VOKE 
OMMUMCAJIONS 


In  fact,  Alcatel  is  a  synergy  of 
leading  companies  working  together 
to  offer  the  communications  and 
information  processing  systems  your 
business  needs  to  compete,  prosper 
and  grow. 

Communications  companies,  such 
as  Alcatel  Cortelco,  Alcatel  PABX 
Systems,  Alcatel  Cable  Systems  and 
Alcatel  Network  Systems/Transcom. 

For  over  three  decades,  Cortelco 
has  established  new  standards  of 
performance  through  the  development 
and  manufacturing  of  a  complete  line 
of  telephones,  key  systems  and  PABXs. 
Today,  with  annual  shipments  of  over 
3  million  units,  Cortelco  is  one  of  the 
world's  largest  suppliers  of  single-  and 
multiline  telephones. 

With  a  record  of  excellence  spanning 
five  decades,  Alcatel  PABX  Systems 
offers  premium  quality  products,  such 
as  the  Alcatel  100  line  of  key  systems 
and  small  PABXs,  and  the  System  3100 


voice/data  PABX  designed  to  meet  the 
needs  of  companies  requiring  up  to  five 
hundred  telephones. 

A  pioneer  company  in  the  develop- 
ment of  fiber  optics,  Alcatel  Cable 
Systems  offers  one  of  the  industry's 
most  extensive  product  lines.  Including 
optical  fiber;  copper,  fiber,  submarine 
and  tactical  cable;  and  "fiber-to-the- 
home"  systems. 

Alcatel  Network  Systems/Transcom 
brings  over  65  years  of  experience  to 
the  development  and  manufacturing  of 
high-quality  telecommunications, 
transmission  and  switching  products. 

Now  as  part  of  $13  billion  Alcatel, 
these  companies  share  the  financial 
and  technological  resources  to  provide 
you  with  further  innovations. 

So  take  a  close  look  at  the 
communications  solutions  Alcatel 
has  to  offer.  When  you  do,  you'll 
clearly  see  how  we  can  improve  the 
way  your  business  communicates. 


T 


A  L  C  A  T  E   L 


For  more  information  on  the  Alcatel  companies, 

call  1-800-556-1234  (ext.  247)  or  in  California  1-800-441-2345  (ext.  247); 

or  write  Alcatel  Business  Systems,  1623  Buckeye  Drive,  Milpitas,  CA  95035. 


CATEL  PABX  SYSTEMS* 

Advanced  PABX  and 

Key  Systems 


ALCATEL  SERVCOM 

Computer  Maintenance  and 

Support  Services 


ALCATEL 

CABLE  SYSTEMS  GROUP 

Optical  Fiber  and  Cable  Systems 


ALCATEL 

NETWORK  SYSTEMS/TRANSCOM 

Transmission  and  Switching  Products 


'Formerly  ITT  Business  Communications  Corporation  and  Thomson  CSF  Operations. 


Transferring 

the  risk 

Buy  a  variable  life  or  variable  annuity  policy  and  the  insurance  company 
lets  you  decide  how  to  invest  the  premiums.  Pick  the  right  mutual  fund 
and  you  may  do  better  than  you  would  have  done  with  a  whole  life  policy. 
(Caution:  Exit  fees  will  kill  you  if  you  surrender  too  early.)  Pick  the 
wrong  mutual  fund  and  you'll  be  looking  at  mighty  small  retirement 
payments  down  the  road.  Performance  figures  below  relate  only  to 
variable  annuities;  variable  life  policies  include  charges  that  vary  with 
individual  policyholders. 

Total 

net  assets 

(Smil) 

6/30/88 

5-year 
average 
annual 
return2 

Product 

Stock  funds 

Best 

Nationwide  Variable  Account  II  Common  Stock 

S156.63 

15.9% 

VA 

Guardian  Park  Avenue  Fund1 

184.5 

15.5 

VA 

Guardian  Stock  Fund 

179.4 

15.1 

VL&VA 

Worst 

Value  Line  Special  Situation1  (Guardian  Life) 

1.0 

-4.4 

VA 

Variable  Annuity  Fund  I  of  Southwestern  Life1 

6.9 

2.4 

VA 

Security  Benefit  Life  Fund  Series  A 

127.6 

3.3 

VL&VA 

Bond  funds 

Best 

Kilico  Income  Separate  Account 

114.5 

14.6 

VA 

Northwestern  Mutual  Life  Bond  Fund 

35.9 

12.4 

VA 

Equitable  Trust  Bond  Portfolio  D1 

3.8 

12.2 

VA 

Worst 

Value  Line  Income  Fund  (Guardian  Life)1 

5.0 

7.1 

VA 

Hartford  Variable  Annuity  Fixed  Income 

50.  I3 

9.1 

VA 

Nationwide  Variable  Account  II  Bond  Fund 

63.23 

9.2 

VA 

Balanced  funds 

Best 

Northwestern  Mutual  Life  One  Fund 

941 .0 

11.6 

VA 

Hartford  Variable  Annuity  Adviser's  Fund 

239.63 

11.4 

VA 

Security  Benefit  Life  Fund  Series  B 

84.6 

11.3 

VL&.  VA 

Worst 

Kilico  Total  Return  Separate  Account 

213.3 

7.6 

VA 

Prudential  Aggressively  Managed  Flex.  Portfolio 

1,153.2 

9.5 

VL&VA 

Prudential  Conservatively  Managed  Flex.  Portfolio 

862.6 

9.8 

VL&VA 

's-'i>    '       '                                                                 q  Mill  ix-  o|x-n  to  qualified  Insurance  and  nnnmMirance 
Investing     'Relates  to  variable  annuities  onl)  neti 

Soi&ces  Lipper  Analytical  Services.  Fokbe> 

Rick  Carey,  president  of  Miami 
based  Financial  Planning  Resources, 
has  spent  18  months  developing  a  da- 
tabase to  compare  risk  and  perfor- 
mance of  variable  annuity  products. 
Complicating  his  task  are  about  ten 
insurance  companies  that  choose  not 
to  cooperate  with  him.  "Insurance 
companies  have  a  tough  time  under- 
standing the  fishbowl  approach  to  se- 
curities," Carey  says.  "If  you're  going 
to  play  in  the  securities  game,  you 
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ought  to  disclose  everything,  but 
many  agent-only  companies  won't 
give  you  data." 

Where  there  is  data,  the  numbers 
don't  always  mean  what  they  seem. 
Buy  an  annuity  and  your  entire  premi- 
um will  be  deposited  in  the  fund  of 
your  choice.  But  don't  look  at  the 
fund's  net  asset  value  to  measure  your 
investment's  performance.  Net  asset 
value  will  report  what  happens  to 
your  money  after  the  fund  manager 


takes  his  fees — maybe  60  basis  porl 
It  won't  show  the  extra  point  orl 
charged  by  the  insurance  compaml 
cover  claims  and  administratl 
costs.  Instead,  look  for  somethl 
called  "accumulation  unit  valuel 
the  real  bottom  line. 

Measuring  the  performance  ol 
variable  life  investment  present! 
further  problem.  First  there's  usuJ 
a  sales  load,  often  taken  graduJ 
over  five  or  ten  years.  Then  there's  I 
cost  of  insurance.  Insurance  coml 
nies  will  either  deduct  that  up  frl 
from  the  premium  or  take  their  til 
about  it  through  daily  or  montl 
charges  against  the  account.  Eitl 
way  the  charge  is  based  on  actual 
risks  that  differ  from  policyholder 
policyholder.  Beware,  then,  of  all  gl 
eralities  about  variable  life  policy! 
turns:  Results  will  vary  with  indrJ 
ual  investors. 

For  all  these  difficulties,  one  thl 
is  plain:  Performance  varies  all  of 
the  map.  Guardian  Life  sells  on 
the  best  performers  in  the  busin 
the  Guardian  Stock  Fund.  It  has 
put   policyholders   into   one   of 
worst,  the  Value  Line  Special  Sit 
tion  Fund.  (The  fund  is  no  longer 
fered  with  an  insurance  wrap; 
1982  tax  act  mandated  no  mixin, 
insurance  assets  with  regular  mut 
fund  assets.)  Sticking  stubbornly 
that  fund  has  cost  investors  20% 
five  years.  But  even  good  past 
formance  is  no  guarantee  of  fut 
performance. 

Glenn  Daily,  an  insurance  anal 
at  Seidman  Financial  Services,  thir] 
that  a  variable  life  policy  can  be 
effective  way  to  increase  your  est 
and  pass  it  tax-free  to  your  heirs.  I 
for  straight  insurance  value,  Da 
says,  stick  with  traditional  cash  va 
policies  or  term  insurance,  which 
currently  priced  better. 

Daily  also  cautions  investors  to 
wary  of  illustrations  that  show  vi 
able  annuities  outperforming 
straight  mutual  fund  investment, 
surance  agents  often  amplify  the 
disadvantages  of  the  mutual  fund  a 
ignore  the  possibility  that  Congri 
may  change  the  rules  of  the  game, 
that  the  investor  may  change  his  o^ 
mind  later. 

It's  all  quite  complicated,  and,  i 
der  the  circumstances,  about  t 
best  advice  we  can  give  the  aver; 
investor  is  that  if  you  don't  und 
stand  how  these  things  work  a 
what  the  drawbacks  are,  don't  b 
them.  You  would  be  better  off  stic 
ing  with  straight  life  and  investi 
the  difference  in  a  good  mutual  fu 
selected  from  Forbes'  annual  surv 
(Sept  5).  ■ 
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There's  not  much  difference  between  the 
'ay  a  skilled  mountain  guide  helps  you  reach 
Dur  goal  and  the  way  a  sound  bank  does. 

It's  important  for  both  to  run  lean,  avoid 
xcess  baggage,  and  minimize  risk. 

Those  principles  have  served  the  Safra 
imily  well  in  its  more  than  hundred-year 
anking  tradition. 

And  they're  among  the  reasons  why 
epublic  National  Bank  has  been  called 
he  most  productive  bank  in  America." 

In  fact,  a  recent  banking  survey  by 


Salomon  Brothers  Inc.  placed  us  at  the  top  of 
five  of  14  performance  categories  among 
35  bank  holding  companies  measured. 

So  whatever  measure  you  may  choose 
to  judge  a  bank  by,  don't  be  surprised  if  you 
find  Republic  at  its  peak. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAP RA  BANK 


BEVERLY  HILLS  •  CAYMAN  ISLANDS  •  LOS  ANGELES  •  MEXICO  CITY  •  MIAMI  •  MONTREAL  •  NASSAU 
NEW  YORK  •  BUENOS  AIRES-  CARACAS  •  MONTEVIDEO  •  PUNTA  DEL  ESTE-  RIO  DE  JANEIRO  •  SANTIAGO  ■  SAO  PAULO-  BEIRUT 
ENEVA- GIBRALTAR -GUERNSEY-  LONDON  •  LUGANO -LUXEMBOURG-  MILAN  •  MONTE  CARLO-  PARIS  •  HONG  KONG  •  SINGAPORE  •  TOKYO 


Where  are  the  economy's  needed  new  jobs 
coming  from?  Not  from  government,  but 
from  the  wonderful  and  often  strange 
workings  of  an  entrepreneurial  economy. 

How  Gus  Blythe 

smelted 
opportunity 


By  Dyan  Machan 


Gus  Blythe,  28,  may  not  be  the 
next  Steve  Jobs,  but  like  Jobs 
he  found  and  exploited  a  mar- 
ket niche  that  bigger  companies  had 
neglected.  Gus  Blythe  is  the  Steve 
Jobs  of  dirty  shoes. 

In  1981  Blythe  was  attending  Cali- 
fornia Polytechnic  and  earning  spend- 
ing money  working  in  a  sporting 
goods  store  when  he — literally — 
smelled  a  business  opportunity.  "I 
was  constantly  being  asked  by  cus- 
tomers how  they  could  keep  their  ath- 
letic shoes  clean,"  Blythe  says. 

Blythe  wasn't  much  interested  in 


the  courses  he  was  taking  to  earn  an 
agricultural  degree,  so  he  convinced 
his  father,  a  wealthy  California  ranch- 
er, to  allow  him  to  tap  his  trust  fund, 
set  up  to  finance  his  education.  Why 
not  educate  himself  by  doing,  instead 
of  by  studying?  Let  him  use  the  mon- 
ey to  start  a  business.  Opportunity? 
"There  are  over  a  billion  athletic 
shoes  in  this  country.  Somebody's  got 
to  keep  them  clean." 

With  the  help  of  a  friend,  Blythe 
found  a  chemist  to  formulate  a  clean- 
ing fluid,  and  that  was  the  start  of 
SecondWind,  of  Paso  Robles,  Calif.,  in 
1982.  Since  then  Blythe  says  he  has 
sold  more  than  2  million  plastic  bot- 


Randall  Wise  <>/  Antmalens 

Making  chickens  see  red. 
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ties  of  the  stuff  for  about  $4  each  A 

Besides  satisfying  Gus  Blythe's  I 
to  get  out  of  school  and  into  act! 
his  thriving  little  business  has  creH 
ten  new  jobs — in  sales,  warehouB 
and  administration.  This  m;l 
Blythe  a  small  but  not  atypical  exftl 
pie  of  the  unleashed  entrepreneiP 
forces  that  have  in  the  past  six  y| 
created  at  least  12.9  million 
Most  of  those  jobs  came  from  sil 
companies.  Many  of  these  compal 
are  bigger  than  Blythe's,  but  man>[ 
not.  Companies  with  fewer  tharl 
employees  are  expected  to  create  cl 
of  all  new  jobs  next  year. 

Pessimists  argue  that  too  ml 
manufacturing  jobs  have  fledj 
cheaper  labor  markets  overseas  I 
that  the  newer  jobs  are  representeJ 
the  "help  wanted"  ads  at  the  shopJ 
mall  and  local  hamburger  standi 
minimum-wage  jobs.  "We  are,"  tl 
argue  mindlessly,  "becoming  a  nal 
of  hamburger-flippers."  False. 

Fact  is  that  at  least  half  of  the  J 
jobs  in  the  service  economy  arel 
managers  and  professionals.  (Trl 
"help  wanted"  notices  at  the  hi 
burger  joint  signal  something  elsq 
scarcity  of  able  and  willing  teenagJ 
Of  the  new  jobs,  only  12%  are  ll 
paying,  like  fast-food  workers  and  I 
itors.  Low-wage  jobs  have  actul 
been  declining  precipitously — resl 
ing  in  hard-core  unemploynJ 
among  the  unskilled  and  uneducaJ 
but  not  in  the  economy  at  large,    j 

Why,  then,  the  propaganda  abj 
hamburger-flipping?  Because  it's  rl 
to  keep  track  of  the  small,  mo 
private,    jobmakers.    Massive    s 
plant  closings  are  big  news.  Mult 
openings  of  small  businesses  are 

Service  work  covers  a  bewildei 
variety.  Take  Randall  Wise,  of  Wei 
ley,  Mass.,  who's  trying  to  buil 
business  making  contact  lenses 
chickens,  or  Karen  Kimbrough, 
New  York,  creating  makeup  for  a> 
dent  victims. 

Or  Gerald  Goldhaber,  who 
made  a  tidy  business  as  an  expert 
consumer  warning  labels.  GoldhaA 
44,  associate  professor  of  the  St 
University  of  New  York-Buffalo  cc 
munication  department,  has  writte 
dozen  books  on  communications  t 
ory.  He  had  a  thriving  market 
search  consulting  business  when 
was  asked  to  design  a  product  warn 
label.  More  than  just  typing  up  so 
cautionary  words,  this  involves  so 
research  to  find  out  what  consum 
know — and  what  they  don't  kn( 
because  it  is  what  they  don't  kn 
that  can  lead  to  lawsuits. 

In  1985  his  Goldhaber  Research  i 
sociates  was  studying  where  to  plac 
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\\~>eph  Frohnhoefer,  founder  of  Sea  Tow  International 
Ith  the  Coast  Guard  chasing  drug  smugglers,  somebody  had  to  tow  stranded  boats. 


il  iming  for  toxic  shock  syndrome  on 
:>xes    of    Playtex    tampons.    That 
j  rned  his  outfit  $75,000  for  about  six 
itonths  of  effort,  but  here's  the  clever 
Jit:  There  was  a  built-in  annuity. 
11  hen  Playtex  was  sued  a  few  years 
nter,  who  was  their  expert  witness? 
Dldhaber,  of  course.  Now  that  he's 
i(ji  expert  in  the  field,  Goldhaber  can 
m  as  much  as  $3,000  to  $3,500  a 
y.  Last  year  the  company  cleared 
'00,000  in  pretax  income  on  reve- 
les  of  $2  million.  Goldhaber  em- 
joys  50,  none  at  minimum  wage. 
:  Joseph    Frohnhoefer    was    a    high 
i^hool   shop   teacher  and  part-time 
marine  policeman  in  1983,  when  the 
jpast   Guard   cut   back   on   towing 

Iranded  pleasure  boats  to  concen- 
ite  on  running  down  drug  smug- 
ers.  Frohnhoefer  took  his  savings 
id  started  Sea  Tow  International  in 
Jmthold,  N.Y.  For  a  $95  to  $150  ser- 
n  ce  contract,  depending  on  boat  size, 
nistomers  get  unlimited  tows  for  a 
u-ar.  Frohnhoefer  gets  12.5%  a  year 
oDm  each  of  his  25  licensees. 
K  Frohnhoefer  has  plenty  of  competi- 
ln.  Instead  of  referring  a  call  for  help 
Sea  Tow,  the  Coast  Guard  now 
■hues  an  all-points  bulletin,  creating 
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The  founder  of  Esteem  by  Karen  Kimbrough  (left) 
"Everyone  wants  to  look  like  Christie  Brinkley.' 
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Sunglass  Huts  of  America's  Sanford  Ziff 
Selling  $300  shades  in  200  malls. 


a  free-for-all  for  fishermen  with  a  boat 
and  a  tow  rope.  If  no  one  responds  in 
ten  minutes,  the  Coast  Guard  will  do 
the  run.  Will  Frohnhoefer's  business 
sink?  "Sometimes  I  wish  I  could  be  an 
employee,"  he  sighs,  but  adds  with 
resolve,  "I  don't  quit."  He's  not  in  the 
black  yet,  but  the  business  is  growing. 
It  currently  employs  six  people  direct- 


ly, and  licensees  employ  another  150. 
"We  want  to  be  the  AAA  of  the  wa- 
ter," Frohnhoefer  says. 

In  the  late  1970s  Stanley  Rhodes 
was  in  the  natural-food  wholesaling 
and  retailing  business.  He  noticed 
that  some  natural-food  purveyors 
were  regularly  buying  peanuts  reject- 
ed by  the  big  food  processors  like 


Skippy  or  Jif  for  containing  aflatoxi 
a  toxic  mold.   "It  was  'organic' 
name  only,"  says  Rhodes.  Consur 
ers,  Rhodes  decided,  "had  no  way 
identify  what  was  organic  or  not." 

A  chemist  by  training,  Rhodes,  4 
used  all  his  $300,000  in  savings 
start  NutriClean,  in  Oakland,  Cal 
The  company  tests  a  grower's  produi 
for  harmful  chemicals.  If  it's  clea 
the  grocer  can  advertise  the  product . 
NutriClean  certified.  "It's  a  sort 
Good  Housekeeping  seal  of  approval 
says  its  founder.  Eight  supermark 
chains  pay  $100,000  a  year  or  more  fi 
the  service.  The  business  employs  1 
people.  Low-paid  menials?  Hardl 
Rhodes  says  his  biggest  problem 
hiring  enough  entomologists,  foe 
technicians,  chemists  and  marketir 
types  to  keep  up  with  his  demand. 

When  Randall  Wise,  40,  started  h 
first  company,  Graphic  Communic 
tions,  he  says,  "Everything  was  on  tr 
line.  The  house,  the  car.  I  bet  ever 
thing  except   the   kid's   education 
Then  came  the  payoff.  In  1986  he  so 
the  software  company  for  a  reporte: 
$12  million  to  Lotus  Developmen 
Corp.  and  went  to  work  for  Lotus.  Bii 
Wise  decided  he  was  more  comfor 
able  as  employer  than  as  employei 
Leaving  behind  $200,000  in  stock  oj 


'.' 
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Get  a  Better  Return  for  Your  Travel 
Dollar  with  Braniff's  Get-It-Alf 

Frequent  Flyer 

Program  and  The 

American  Express* Card. 


The  American  Express*  Card 
Don't  leave  home  without  it  • 


You're  relaxing  on  a  tropical  beach. 
A  gentle  breeze  ripples  the  water's  edge. 
Swaying  palms  rustle  overhead,  playing  a 


rhythmic  melody  as  ancient  as  time  its*| 
Let  BranifPs  Get-It-All  Frequent 

Flyer  Program  and  the  American  Expr  i 

Card  whisk  you  there. 

To  great  Florida  destinations.  To 

exotic  Nassau  in  the  Bahamas.  To  whit  J 

sandy  beaches.  To  the  sound  and  smell  | 

an  ocean  that  engulfs  your  senses.  To 

pure,  glorious  sunshine. 

With  the  American  Express  Card, 

you've  got  the  freedom  to  travel  anywM 


itions,  he  quit  Lotus  to  start  making 
I  contact  lenses  for  chickens.  The  con- 
cept is  not  as  crazy  as  it  seems:  Chick- 
Cens  have  a  gruesome  habit  of  pecking 
one  another  to  death,  and  25%  of  the 
i  birds  regularly  die  this  way  unless 
C  preventive  measures  are  taken.  Place 
cred  lenses  on  their  eyes,  and  the  fatali- 
ty rate  slips  to  5%  to  7%.  Another 
estrange  benefit:  Chickens  with  red 
i lenses  are  less  active  and  eat  less. 
I  Wise  figures  Animalens,  his  Welles- 
ley  company,  can  shave  a  farmer's 
jfeedbill  by  5%.  Wise's  new  company 
I  employs  six  people. 

Karen  Kimbrough,  46,  first  started 
Hhinking  about  a  special  line  of  make- 
-up for  accident  victims  while  working 
»for  Clinique.  She  noticed  that  women 
i,who  had  undergone  reconstructive 
'  surgery  or  face-lifts  were  desperate  for 
ii products  that  would  cover  bruises  and 
Imake  them  look  good.  "Even  with  a 
i|  serious  disease,  you  still  want  to  look 
■jlike  Christie  Brinkley,"  she  says. 

At  first  Kimbrough  was  afraid  to  go 
jout  on  her  own:  "I  was  born  in  a  small 
I  town  in  Louisiana  and  had  no  female 
ilrole  models.  It  was  hard  for  me  to 
il  visualize  myself  running  a  company." 
-A  friend  helped  her  write  a  business 
jplan,  and  another's  contacts  led  to 
>!startup  funds  from  Worms  America. 


Corporate  Child  Care's  Marguerite  Sallee 
Turnkey  child  care  centers. 


The  result  is  a  21 -product  cosmet- 
ics line,  Esteem  by  Karen  Kimbrough, 
that  is  on  sale  in  six  hospital  pharma- 
cies. With  five  employees,  Kimbrough 
is  out  beating  the  bushes  for  $2  mil- 
lion to  S3  million  from  venture  capi- 
talists for  that  big  marketing  push. 

Donald  Beaver  Jr.,  36,  of  Bellwood, 
Pa.,  got  his  inspiration  from  the  un- 


likely combination  of  his  wife's  nylon 
stockings  and  kitty  litter.  He  left  col- 
lege to  run  janitorial  services  with 
contracts  to  clean  offices  and  local 
plants  in  central  Pennsylvania.  He 
hated  cleaning  grease  spills,  common 
in  most  factories.  That  dirty  job  en- 
tailed tossing  kitty  litter  on  the  spill, 
letting    it    absorb    the    muck,    then 


ih  no  pre-set  spending  limit  to  hold  you 

k*.  Accepted  worldwide,  it's  the 
dirge  card  that  lets  you  charge  ahead 
jt.  And  superior  customer  service  is 

iranteed  around  the  world,  around  the 
4ck.  No  wonder  the  American  Express 

rd  is  rated  the  best  Card  by  frequent 

siness  travelers  for  business  travel  and 

ertainment. 
And  wherever  you  choose  to  fly, 
^miff's  Get-It-All  Frequent  Flyer 

:nases  are  approved  based  on  your  ability  lo  pay  as  demonstrated  by  your  past  spending,  payment  patterns  and  personal  resources 


Program  sets  the  pace  for  faster  rewards. 
With  1,000  bonus  miles  free  just  for 
enrolling.  And  up  to  4,000  bonus  miles 
free  for  flying  just  once  within  60  days  of 
enrollment.  Plus,  you  get  consistently 
low  fares  on  Braniff  to  begin  with. 

What  better  returns  can  you  get  for 
your  travel  dollar? 

If  you  don't  have  the  American 
Express  Card,  apply  for  membership 
today.  And  join  Braniffs  Get-It-All 


Frequent  Flyer  Program.  You'll  get  two 
cards  with  one  great  advantage. 
"Ah,  dividends.  Fast." 

For  reservations  call  your  Travel  Agent  or 
call  toll-free  1-800-BRANIFF. 


Braniff.  Believe  It! 
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sweeping  it  up.  To  be  more  efficient, 
he  started  stuffing  the  litter  into  his 
wife's  old  nylon  stockings  and  using 
that  to  sponge  up  the  mess.  After  run- 
ning out  of  stockings,  he  switched  to 
athletic  socks  he  bought  at  the  Salva- 
tion Army.  "Can  you  believe  it?  I 
mean,  it's  so  simple.  For  a  long  time, 
even  I  couldn't  see  it,"  says  Beaver. 

He  called  his  homemade  devices 
Pig,  for  Partners  in  Grime.  In  1986  he 
started  selling  Pigs  to  factories.  Now 
he's  given  up  cleaning  and  runs  Tip- 
ton, Pa.'s  New  Pig  Corp.,  which  sold 
$7.9  million  worth  of  Pigs  last  year 
and  is  getting  close  to  making  a  profit. 
That's  about  on  track,  says  Beaver, 
who  knows  that  few  new  businesses 
turn  an  immediate  profit.  Meanwhile, 
his  company  employs  139  people. 

Gregory  Hind,  42,  a  California  ath- 
lete, and  his  friend  Guy  Wells,  a 
teacher,  built  a  flourishing  business 
marketing  earguards  for  water  polo 
caps.  Hind,  who  competed  in  the  Pan 
American  games  in  1968,  broke  his 
own    eardrum    playing    water    polo. 


Hind-Wells,  a  San  Luis  Obispo  com- 
pany, didn't  stop  with  making  and 
selling  earguards.  "I  mean,  how  many 
water  polo  players  do  you  know?" 
asks  Hinds.  The  company  moved  to 
swimming  goggles  and  bathing  suits. 
In  1979  sales  were  $2.3  million. 
Wells  wanted  to  do  more  contract 
work,  but  Hind,  the  son  of  Harry 
Hind,  founder  of  contact  lens  solution 
maker  Barnes-Hind,  wanted  to  ex- 
pand the  line.  Hind  bought  out  Wells 
with  $20,000  of  his  own  money.  On 
his  own  and  into  hock,  Hind  had  to 
hit  on  something  fast.  A  few  years 
earlier  a  local  runner  had  approached 
him  and  Wells,  asking  for  something 
sleeker  than  baggy  old  sweatpants  to 
run  in.  Hind  fashioned  the  first  pairs 
of  nylon  running  tights  and  sold  them 
locally.  Then  track  star  Willie  Gault 
wore  Hind's  tights  in  a  Sports  Illustrat- 
ed photograph,  and  the  product  took 
off.  With  earnings  of  $2.5  million  on 
$21.3  million  last  year,  Hind's  next 
challenge  is  maintaining  market 
share  and  coming  up  with  the  next  big 


Greg  Hind,  cofounder  of  Hind-Wells 

Something  sleeker  than  baggy  old  sweatpants. 
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seller  to  keep  his  400  employees  tsy 
when  the  fad  cools  off. 

These  are  not  isolated  episode  it 
the  Great  American  Sitcom.  T0& 
may  seem  offbeat,  or  extreme,  u 
that's  the  way  the  new  economy 
incredibly  complex,  making  gci 
and  services  that  previously  did  o 
exist  and  that  no  group  of  cenii 
planners,  no  matter  how  smart,  cok 
possibly  engineer.  In  this  thriv:j| 
brawling,  ever  changing  service  eca 
omy,  people  are  also  doing  the  irn 
conventional  things.  Opening  resiu 
rants,  publishing  magazines,  pro! 
ing  new  services  in  important  an 
like  child  care,  information  serviA 
convenience  foods  and  even  eye  c.t 

For  example,  entrepreneurial  iij 
viduals  are  paying  a  lot  of  attentio: 
a  dead-serious  need  in  our  societ 
day  care  for  children  of  working 
pies.  Marguerite  Sallee,  42,  runs 
porate  Child  Care  in  Nashville,  o 
ing  turnkey  child  care  centers  for 
porations  that  want  to  offer  day 
for  their  employees.  The  corporati 
pay  $100,000  to  $200,000  a  year, 
pending  on  the  number  of  chil 
the  region  and  what  the  corporat 
provides,  like  space.  Parents  pa 
little  as  $60  a  week. 

Or  take  eye  care,  in  a  society  th 
both  increasingly  faddish  and  incr 
ingly  myopic.  Sanford  Ziff,  a  63-y 
old  optometrist  in  Miami,  owns  5 
of  Sunglass  Huts  of  America.  Ti 
shops  offer  nonprescription  sport 
high-fashion  sunglasses  that  run  fr 
$30  to  $300  a  pair.  Ziff  now  has  sh 
in  200  shopping  malls. 

Alfred  Berg,  Laurence  Roth  and 
frey  White  founded  Marchon  Eyew 
Inc.  in  Melville,  N.Y.  Their  firm 
ports  eyeglass  frames  and  distrib 
them  to  opticians.  But  they  do  it  w 
They  ship  frames  the  same  day  a  d 
tor  orders  them.  Marchon's  sales  h 
grown  from  $4  million  in  1983  to  $ 
million  last  year.  Berg  is  drivin, 
Jaguar,  White  a  Ferrari,  and  Rot 
planning  to  move  into  a  $2.2  milli 
new  house.  Jobs  created:  165  to  da 

Carl  Randall  and  David  Shick 
seeking  to  exploit  a  new  food  proce^ 
ing  technique  that  extends  the  perif 
that  food  can  be  kept  safely  un 
refrigeration.  Their  Sausalito,  Cal 
based  Culinary  Brands  sells  fresr 
prepared  foods  that  are  sealed  in 
tight  pouches,  cooked  under  a  vac 
um  and  sent  to  restaurants.  Extendi 
retngerated  shelf  life  from  days 
weeks  allows  even  fancy  foods  li 
seafood  ternne  and  rack  of  lamb  to 
made  in  Sausalito  and  shipped  to,  s; 
a  hotel  in  Boston  that  wouldn't  ha 
enough  demand  to  keep  a  full-tii 
chef  employed. 
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In  Portland,  Me.,  Parker  Poole  III 

as  set  up  a  charge  card  service  at  gas 

i  tations  that  allows  trucking  fleets  to 

.  et  better  control  of  their  fuel,  main- 

enance  and  clerical  costs.  His  compa- 

y,  Wright  Express,  also  supplies  to- 

)  ally  attendant-free  gas  stations  with 

uTMs  (automated  teller  machines) 

ir/here  the  company  credit  cards  can 

)ie  used.    Wright   Express   now   has 

i|  0,000  vehicles  using  its  credit  cards. 

:|obs  created:  40. 

lj  Eighty  years  ago,  when  the  U.S.  still 
tiupported  32  million  farmers,  it  was 
v,  ard  for  people  to  see  that  the  fac- 
tories springing  up  all  over  the  land- 
scape could  possibly  absorb  the  peo- 
ple no  longer  needed  on  the  farms. 
ojVhat   could   these   factories   make? 
iiVho  could  afford  to  buy  the  products? 
j  |  We  hear  the  same  refrain  again. 
:  hen  it  was:  How  do  we  keep  them 
]  own  on  the  farm?  Now  it  is:  How  do 
he  keep  them  in  steel  mills  and  auto 
c  lants?  If  the  young  can't  get  work  in 
^ie  steel  mills  and  auto  factories, 
irheie  then?  Some  of  the  answers  are 
jbove.  They  will  produce  new  goods 
tfnd  services  that  enrich  our  lives  and 
ilnhance  our  productivity. 
The  federal  government  draws  up 
tandard  industrial  codes  for  every 
j/pe  of  business  in  the  nation.  But 
i  early  every  five  years  it  must  drasti- 
ally  change  the  codes  because  so 
lany  new  industries  keep  cropping 
p.  This  year  codes  had  to  be  made  to 
over  people  like  Gerald  Goldhaber, 
le  consumer  labeling  expert.  Previ- 
( usly,  Goldhaber  would  have  been 
overed  in  a  code  called  management 
I  ad    public    relations.    Because    of 

!rowth  in  that  area,  in  1987  the  gov- 
rnment  split  the  code  into  five:  man- 
cement  services,  management  con- 
sulting services,  public  relations  ser- 
iices,      business      consulting      and 
;  ommercial     nonphysical     research. 
j  he  same  thing  happened  to  codes  for 
oftware,  health  services  and  engi- 
i  eering  and  architectural  firms.  In  its 
i  ;vision   the   government   added    19 
tew  codes  just  to  cover  the  vast  ex- 
pansion in  service  industries. 
i  But  never  mind  government  statis- 
i  cs.  Flip  through  the  Yellow  Pages.  In 
i  major  metropolitan  area,  you  will 
i|nd  listings  for  dog  psychologists, 
pmpanies  that  do  nothing  but  orga- 
i  ize  closets  and  drug  rehabilitation 
enters  for  teenagers. 
Do  we  really  need  all  these  new 
x>ds  and  services?  Fashion  sunglass- 
?  Warning  labels?  People  to  orga- 
ize  our  closets  for  us?  Who  is  to  say? 
3me  folks — a  good  many — thought 
e  didn't  need  the  automobile.  Jet 
avel — who  needed  to  get  to  London 
l  six  hours?  Computers — just  toys. 
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Tom  /imlKTnfl'Oamma-LiaLson 


Culinary  Brands'  Randall  and  Shick 

Extending  refrigerated  shelf  life  from  days  to  weeks. 


Kip  Brunda«e^X'heeler  Pictures 


Parker  Poole,  president,  Wright  Express 
ATMs  for  gas  stations. 


Until  goods  and  services  are  pro- 
duced and  face  the  test  of  the  market- 
place, nobody  knows  whether  or  not 
we  really  "need"  them.  And  as  the 
society  becomes  postindustrial,  it  be- 
comes more  complex,  more  special- 
ized— and  more  efficient.  Adam 
Smith's  famed  example  of  the  pin  fac- 
tory has  become  refined  to  a  point 
where  the  old  Scotsman  himself 
would  be  bewildered  by  the  degree  of 


specialization  that  exists  today. 

But  does  anybody  doubt  that  mod- 
ern life,  for  all  its  confusions  and  anxi- 
eties, is  a  lot  more  comfortable  for  the 
ordinary  person  than  that  of  yester- 
day? That  even  the  humblest  employ- 
ee of  these  new  businesses  has  a  better 
and  more  secure  life  than  the  menial 
worker  of  yesterday?  Aren't  we  all 
really  better  off  with  warning  labels? 
And  with  shoes  that  smell  cleaner?  ■ 
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It  used  to  be  you  hoped  Grandpa  would  leave  you  apiece  ofcfl 
oil  well.  Now  you  d  rathe)"  he  left  you  some  "intellectual  proper- 
ty"—  apiece  of  a  marketable  entertainment  image. 


The  new 
aristocracy 


By  Peter  Newcomb 


In  January  of  this  year  Woody  Allen,  the  talented 
but  neurotic  filmmaker,  filed  a  lawsuit  against 
Men's  World  clothing  store  in  New  York.  The  store 
had  run  an  advertisement  with  a  photo  of  an  Allen 
look-alike.  The  decision,  handed  down  by  a  Man- 
hattan federal  judge,  ruled  in  favor  of  Allen,  saying  the 
look-alike  "evoked  the  'schlemiel'  persona  Allen  cultivat- 
ed up  through  his  appear- 
ance in  Annie  Hall."  The 
court  felt  that  this  sad- 
sack  persona  was  Allen's 
sole  intellectual  property. 
Five  months  later  in 
California,  Bctte  Midler, 
the  buxom,  brassy  song- 
stress and  film  star,  won 
reinstatement  of  a  similar 
case  against  the  Ford  Mo- 
tor Co.  for  a  tv  commer- 
cial that  seemingly  at- 
tempted to  duplicate  Mid- 
lers distinctive  voice — 
thus  appropriating  her  in- 
tellectual property. 

Intellectual  property. 
As  the  concept  broad- 
ens— it  originally  covered 
only  copyrights,  patents 
and  ideas — so  docs  the 
wealth  of  the  entertain 
ment  community,  which 
is  fast  becoming  one  of 
the  biggest  generators  of 
capital  in  the  U.S.  econo- 
my. Today  an  entertainer 
is  no  Longer  just  paid  a  tec 
tot  his  01  hei  work  but 
retains  an  ownership  in  an 
image  a  style,  and  can  de- 
rive  .1  continuing  stream 
income  irom  it. 


Kolx-n  t..r    "11.1 


Pop  star  George  Michael  wisely 

left  Wham!  for  a  solo  career.  His  debut 

album,  Faith,  has  sold  over 

15  million  copies  worldwide.  An  accompanying 

world  tour  should  help  Michael  earn 

over  $36  million  this  year. 


It  wasn't  always  thus.  Witness  the  1979  suit  filed  by 
heirs  of  horror  star  Bela  Lugosi  against  Universal  Pictu 
The  Lugosi  heirs  felt  that  portrayals  of  Dracula,  the  v, 
pire  character  made  famous  by  Lugosi,  infringed  on  t    I 
rights  to  the  character.  The  courts  ruled  in  favor  of  Uni    j 
sal  on  the  grounds  that  Lugosi  had  not  merchandi  | 
himself  while  alive  and  that,  therefore,  his  heirs  could 
claim  the  exclusive  rights  to  do  so  now. 
This  attitude  changed  when,  in  1982,  a  decision  in  fat 

of  the  Martin  Luther  Ka 
Center  for  Social  Chal 
and  against  Amerij 
Heritage  Art  ProdJ 
came  out  of  the  Geo! 
Supreme  Court.  The  bi 
ness  firm  (no  relation! 
American  Heritage  ma 
zine)  had  been  selhnl 
plastic  bust  of  ReverJ 
King.  The  King  opinl 
said  the  older  verdict  4 
ridiculous,  because  K| 
would  have  had  to  marl 
T  shirts  and  other  men 
rabilia  while  he  was  all 
in  order  to  protect 
rights  after  he  was  da 
This  decision  helped 
fine  the  concept  of  in] 
lectual  property. 

The  question  of  whd 
er  this  protection  is  fai| 
not  will  be  answered 
legal  battlefields  in  yej 
to  come.  Arguments 
legislation     pervade 
areas  of  the  topic.  Los  / 
geles  attorney  Fredric  L 
pold,  for  one,  doesn't  1 
the  law.  Among  his  j 
ents  is  comedian  Rich  I 
tie.  Little  is  an  impers 
ator.  Under  debate  now 
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The  top  40 

Below,  the  entertainers  making  the  most  money;  nowhere  else,  with  the 
possible  exception  of  Wall  Street,  are  so  many  making  so  much. 

Rank 
1988         1987 

Star/ ngtl  occupation 

1987 

Gross  income 

Two-year 
1988          total 
($mil) 

1 

9 

Michael  Jackson/30/pop  singer 

37 

60 

97 

2 

1 

William  H.  Cosby  )t.lS\lactor,  comedian,  author           57 

35 

92 

3 

6 

Steven  Spielberg/40/ movie  producer,  director 

23 

41 

64 

4 

2 

Sylvester  Stallone/42/tfcror,  writer 

21 

42 

63 

5 

5 

Eddie  Murphy/27/cowed/an,  actor 

27 

35 

62 

6 

4 

Charles  M.  Schulz/65/cartoonist  (Peanuts) 

30 

32 

62 

7 

3 

Bruce  Springsteen/38/rod;  singer 

27 

34 

61 

8 

35 

Mike  Tyson/22//>ave?- 

10 

45 

55 

9 

7 

Madonna  (Louise  Ciccone)/30/pop  singer 

26 

20 

46 

10 

15 

Arnold  Schwarzenegger/41/ac/or 

18 

25 

43 

11 

11 

V2/rock  group  (4  members) 

29 

13 

42 

12 

10 

Johnny  Carson/62/n- host,  producer 

20 

20 

40 

13 

— 

George  Michael/25/pop  singer 

2 

36 

38 

14 

40 

Oprah  Winfrey /34/n-  host,  producer 

12 

2^ 

37 

15 

13 

Jim  T)i\\sl  Ml  cartoonist  (Garfield) 

16 

20 

36 

16 

14 

Bon  Jo vi/rock  group  ( 5  members) 

19 

15 

34 

17 

8 

Whitney  Houston/25/pop  singer 

24 

6 

30 

18 

23 

Paul  Hogan/46/mor/e  actor 

10 

19 

29 

19 

— 

Pink  Floyd/roc*  group  (3  members) 

14 

15 

29 

20 

37 

Julio  Iglesias/44/pop  singer 

4 

24 

28 

21 

34 

Sugar  Ray  Leonard/32//;o.v«- 

13 

14 

27 

22 

16 

Kenny  Rogers/49/cow;/)T  singer 

16 

10 

26 

23 

22 

Stephen  King/4 Mnoielist.  screenuriter 

15 

10 

25 

24 

— 

Tina  Turner/48/s;»^t'»',  actress 

21 

4 

25 

25 

25 

Tom  Selleck/43/zv  and  movie  actor 

11 

14 

25 

26 

17 

Van  Halen/roofc  group  14  members) 

3 

22 

25 

27 

— 

Andrew  Lloyd  Webber/40/cowpo.«r 

10 

14 

24 

28 

— 

Sting  (Gordon  Sumner)/36/roc£  singer,  actor 

10 

14 

24 

29 

20 

Prince  (Rogers  Nelson)/30/pop  singer 

8 

16 

24 

30 

36 

Jane  Fondal  SO/actress,  exercise  maven 

5 

18 

23 

31 

— 

John  Cougar  Mellencamp/36/rocfc  singer 

11 

12 

23 

32 

— 

Grateful  Dead/root  group  16  members) 

11 

12 

23 

33 

33 

Steve  Maitin/43/comedian,  actor 

10 

12 

22 

34 

29 

Jack  Nicholson/5 I /movie  actor 

11 

10 

21 

35 

18 

Wayne  Newton/46/pop  singer 

12 

9 

21 

36 

27 

Michael  J.  F ox/27 'In  and  motie  actor 

9 

10 

19 

37 

21 

Billy  Joel/39/pop  singer 

12 

6 

18 

38 

— 

Michael  Spinks/32/ftavtr 

5 

12 

17 

39 

26 

Bruce  Willis/33/7v  and  movie  actor 

8 

9 

17 

40 

— 

Frank  Sinatra/72A7W£«'.  actor 

4 

12 

16 

Forbes  projections    Sources  include  record,  film  and  television 
Amusement  Business.  Video  Marketing  Newsletter V  Billboard.  Variety 

,! __ — 

executives,  entertainment 

lawyers; 

, 


UL 
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million  or  so  he  left  them  in 


whether  or  not  Little  can 
legally  recreate  the  perso- 
nas  of  certain  celebrities, 
politicians  and  other  pub- 
lic figures.  If  an  advertis- 
ing agency  can't  use  a  pic- 
ture of  a  Woody  Allen 
look-alike  to  push  men's 
clothing,  can  Little  use 
Allen's  persona  to  sell  his 
product,  stand-up  come- 
dy? Leopold  thinks  he 
should  be  allowed  to  do 
so.  "The  art  is  in  the  im- 
personation, not  in  the 
person  being  imperson- 
ated," says  Leopold.  "The 
beauty  is  in  the  perfor- 
mance itself." 

Maybe  so,  but  for  many 
people  the  money  is  no 
longer  in  the  performance 
but  in  the  aura  the  perfor- 
mance left  behind.  Elvis 
Presley  may  be  moldering 
in  the  grave  but  his  mon- 
ey machine  keeps  rolling 
on.  When  the  King  made 
his  final,  feet-first  depar- 
ture from  Graceland  in 
1977,  he  left  his  heirs  "in- 
tellectual" property  far 
more  valuable  than  the  $5 
physical  property. 

It  costs  $7.50  for  adults  to  see  the  splendidly  excessive 
Graceland  mansion,  with  384  visitors  moving  through  its 
halls  during  peak  hours.  While  they  wait  their  turn,  most 
visitors  will  spend  another  $11  across  the  street  touring 
Elvis'  airplanes,  eating  at 
the  Heartbreak  Hotel  Res- 
taurant and  buying  post- 
cards and  coffee  mugs.  El- 
vis look-alikes  stroll  the 
area  free  of  charge — with 
no  encouragement  from 
management — and  mid- 
dle-age groupies  can  min- 
gle with  Elvis'  Uncle  Ves- 
ter,  who  sits  and  talks  to 
customers  in  one  of  the 
seven  gift  shops. 

Forbes  estimates  that 
Graceland  should  bring  El- 
vis'estate  over  $1  1  million 
this  year.  Not  bad  when 
you  consider  he  bought  it 
for  $100,000  cash  in  1957. 
"The  return  on  equity  is 
phenomenal,"  says  Jack 
Soden,  executive  director 
of  Graceland. 

Elvis  should  get  another 
$4  million  or  so  this  year 
from  other  sources.  The 
biggest  chunk  comes  from 
the  licensing  of  Elvis'  im- 
age on  everything  from  ce- 
ramic masks  to  collector 
plates  to  commemorative 
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Michael  Jackson  proved  once  again 

that  he  is  pop  music's  reigning 

king.  His  album  Bad  has  sold 

over  15  million  copies. 


T.S  Eliot  needn't  scuttle  in  his  grave. 
His  share  of  Broadway's  Cats  is 
earning  over  $2  million  a  year. 


lighters.  The  rest  come: 
from  music  publishinj 
and  video  and  theatnea 
productions.  The  smalles 
contributor,  and  ironical 
ly  the  part  that  made  Elvi: 
king:  records  and  movies 
All  told,  the  Presley  es 
tate  should  gross  some 
$15  million  this  year.  If  i 
were  put  on  the  market  a; 
an  intellectual  property 
the  estate  could  probabl)' 
fetch  $100  million  o: 
more. 

And  here's  the  rea 
beauty  of  so-called  intel 
lectual  property:  Unlike 
run-of-the-mill  real  es 
tate,  say,  or  an  oil  well 
this  kind  of  property  usu 
ally  carries  no  overhead 
no  maintenance.  What  i 
brings  in  is  almost  pure 
profit.  It  is  the  nearest 
thing  there  is  to  an  unen 
cumbered  source 
wealth. 

Elvis  Presley  has  plent) 
of  company.  Crash- 'n' 
burn  guitarist  Jimi  Hen 
drix,  whose  screechinj 
rendition  of  "The  Star  Spangled  Banner"  still  haunts  fm 
radio  stations  on  Independence  Day,  is  selling  between  2 
million  and  3  million  records  a  year.  Hendrix  died  in  1970, 
yet  his  Live  at  Winterland  compact  disc  sold  more  than 
200,000  copies  over  the  last  year.  With  licensing  and 
music  publishing,  Hendrix'  take  should  be  over  $4  million 

this  year. 

lohn  Lennon  is  dead  al 
most  eight  years,  the  Bea 
ties  disbanded  longer,  but 
Beatles  and  Lennon  recon 
sales  go  on  and  on.  Last 
year  the  release  of  14  Bea 
ties  compact  discs; 
brought  worldwide  sales 
to  around  10  million 
copies.  This  year  Len 
non's  estate  probably 
should  haul  in  some  $5 
million. 

"People  are  hero  wor 
shippers,"  says  attorney 
Leopold.  "These  [de 
ceased)  entertainers  retain 
a  strong  hold  on  the 
minds  of  a  lot  of  people 
who  were  around  at  the 
time." 

But  if  the  dead  entertain 
ers  are  raking  it  in,  live 
entertainers  are  doing  even 
better  on  this  year's  list  o 
the  Forbes  Top  40  Enter 
tamers.    Number   one   is 
moonwalking       Michae 
lackson.  On  the  tail  of  his 
enormously       successfu 
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Can  you  copyright  a  smile? 


Owning  a  song  is  like  owning  an  apartment,"  says 
Charles  Koppelman,  president  of  SBK  Entertain- 
ment. "You  can  rent  it,  lease  it  or  sell  it." 

Yes,  but  on  the  other  hand  new  technology  is  compli- 
cating the  protection  of  music  and  other  forms  of  intel- 
lectual property.  A  hotly  contested  area  of  copyright 
infringement  surrounds  the  practice  known  as  digital 
sampling.  Digital  sampling  occurs  when  an  artist  uses  a 
computer  to  copy  an  excerpt  of  a  song.  In  some  cases 
the  computer  digitally  replicates  a  voice  or  the  exact 
tone  of  a  note  or  series  of  notes  in  a  given  song.  The 
artist  will  then  layer  that  sample  on  top  of  his  own 
recorded  music. 

Is  this  copyright  infringement?  Does  it  steal  someone 
else's  intellectual  property?  Entertainment  lawyer  Pe- 
ter Patemo  thinks  it  does.  "What  it  means  is  that 
somebody  can  take  something  that  might  have  taken 
weeks  or  months  to  create  and  duplicate  it  in  20  sec- 
onds with  a  microchip,"  says  Paterno.  "I  think  that  is 
completely  unfair." 

Computers  could  soon  be  responsible  for  another 
type  of  copyright  infringement:  visual  replication.  The 


technology  exists  that  would  allow  computers  to  take 
an  image,  say  Marilyn  Monroe,  and  recreate  her  like- 
ness realistically  enough  to  have  her  star  in  a  movie. 
This  would  let  the  studios  enjoy  the  benefits  of  having  a 
big  star  without  paying  the  stellar  fees  that  usually 
accompany  such  big  names. 

But  personality  traits — voice,  likeness,  name,  signa- 
ture or  image — are  beginning  to  be  considered  assets 
tangible  enough  to  merit  protection  in  the  courts.  Enter 
California  Civil  Code  990.  This  code  prohibits  the  use 
of  likenesses  of  dead  personalities.  New  York  State 
Senator  Emanuel  Gold  is  sponsoring  a  similar  bill  in 
New  York.  "People  can  transfer  corporate  stock,  they 
can  transfer  real  estate,  they  can  transfer  their  father's 
lumber  business,"  says  Gold.  "They  ought  to  be  able  to 
transfer  the  goodwill  that  their  mother  or  father  built 
up  if  they  happen  to  have  been  in  a  celebrity-type 
business." 

Gold  is  getting  a  helping  nudge  from  licensing  agent 
and  attorney  Roger  Richman,  who  handles  licensing  of 
the  image  of  Marilyn  Monroe  and  others.  He  also 
helped  write  Code  990.— P.N. 


;cord  Thriller — a  record  that  sold  over  38  million  copies — 
ickson  released  the  album  Bad.  And  while  not  nearly  as 
jccessful  as  Thriller.  Bad  has  already  sold  over  1 5  million 
opies  worldwide,  resting  comfortably  on  the  charts  at 
umber  40,  a  full  year  after  its  release. 
Jackson  is  a  musical  phenomenon.  Last  year  Forbes  tried 
d  project  what  he  would  make  in  1987.  Our  best  guess  was 
lat  by  year's  end  Jackson  would  haul  in  some  $3 1  million, 
/e  estimated  that  his  tour  in  Japan  would  probably  make 
lm  $5  million.  We  were  wrong.  The  tour  doubled  our 
xpectations. 
This  year  Jackson  em- 
arked  on  a  worldwide 
Dur     with     over     140 
;heduled    dates.    After 
is  cut  of  T  shirt  and 
lerchandise  sales,  Jack- 
ion  should   make   over 
40  million  on  the  tour 
lone.  Add  that  to  in- 
ome  from  sales  of  his 
utobiography,       Moon- 
alk.      Pepsi      endorse- 
lents  and  other  music 
ublishing       (including 
ie  Beatles  catalog),  and 
ickson  should  earn  at 
:ast    S60   million    this 
:ear.  If  he  is  not  already 
centimillionaire,     he 
oon  will  be. 
If  Jackson  has  no  rivals 
mong  rich  entertainers, 
|e  does  have  plenty  of 
'ompany. 

1  Newcomer  George 
lichael  leaped  onto  the 
st  this  year  at  the  num- 
er  13  spot  in  earnings, 
lis  wildly  successful  de- 


/ 


/I 


Vita  brevis 

,  pecunia  longa 

Entertainers  die,  bat  that  won't  stop  them 
from  making  money.  Here,  a  sample  of  ten 
dead  artists  who  are  still  raking  it  in. 

Rank 

Celebrity 

(Smill 

Source  of  income 

1 

Elvis  Presley 

SI  5.0 

Graceland,  licensing,  records 

2 

Ian  Fleming 

movies,  book  publ 

3 

John  Lennpn 

5.0 

music  publ,  record  royalties,. 

4 

Jimi  Hendrix 

4.0 

music  puW,  record  royalties 

5 

T.S.  Eliot 

2.5 

theater  royalties,  book  publ 

6 

fames  Dean 

1.2 

licensing 

7 

)im  Morrison 

1.0 

music  publ,  record  royalties 

8 

Marilyn  Monroe 

1.0 

licensing,  movies 

9 

John  Wayne 

0.7 

licensing,  movies 

10 

Abbott  and  Costello 

0.4 

licensing,  movies 

•Figure  based  on  12-month  periix!  ending  June   1988.  .All  other 
numbers  are  1988  calendar                    nonv 

•** 


but  solo  album,  Faith,  has  sold  over  15  million  copies 
worldwide. 

After  a  long,  strange  trip,  the  psychedelic  band  the 
Grateful  Dead  (Forbes,  May  18,  1987)  makes  the  list  this 
year.  The  Dead's  bread  and  butter  is  live  concerts.  The 
band's  rigorous  touring  schedule  kept  it  truckin'  across 
America  to  the  tune  of  $23  million  over  the  past  two  years. 
If  entertainment  statistics  were  valid  evidence  of  racial 
bias,  one  would  have  to  conclude  that  blacks  are  privileged 
in  our  society;  fully  25% — one  in  four — of  the  Forbes  Top 
40  are  black.  The  list  also  knows  no  borders. 

Hispanic?  Madonna, 
Sting,  Michael  Jackson 
and  Julio  Iglesias  all  re- 
leased records  with  lyrics 
sung  in  Spanish.  "Right 
now  you  are  looking  at  a 
Latin  population  in 
America  that  is  propor- 
tionate to  what  the  black 
population  was  when 
Motown  took  off,"  says 
musician  and  producer 
Jellybean  Benitez. 

"You're  looking  at  Latins 
who  have  already  assimi- 
lated into  the  culture  and 
have  discretionary  in- 
comes. And  they  are  pur- 
chasing records." 

It's  a  new  world  out 
there.     No    longer    are 
steel  mills  or  auto  fac- 
tories or  oil  wells   the 
principal  sources  of  great 
wealth.  In  the  postindus- 
trial   society,    the    once 
despised         entertain- 
ment    industry     has 
usurped  that  role.  ■ 
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Politicians  who  wax  indignant  over  com- 
panies health  insurance  plans  don 't  like  to 
look  too  closely  at  the  federal  govern- 
ments own  plan,  and  for  good  reason. 

"Irrational  and 
unmanageable" 


By  Janet  Novack 


A  lot  of  politicians  are  begin- 
ning to  lay  into  businesses  that 
i  they  claim  don't  provide 
workers  with  decent  health  insur- 
ance. But  ask  those  same  politicians 
about  the  federal  government's  own 
$8.8-billion-a-year  (premiums)  em- 
ployee health  insurance  plan,  and 
most  will  clam  up  fast.  Says  Harry 
Cain  II,  senior  vice  president  for  feder- 
al programs  at  the  Blue 
Cross  &.  Blue  Shield 
Association,  about  the 
government's  plan: 
"It's  the  largest  pri- 
vately underwritten 
employee  health  plan 
in  the  world,  and 
among  the  most 
screwed  up."  At  least  a 
half-billion  dollars  a 
year  is  being  wasted. 

The  problem  is  too 
much  uncontrolled 
choice  in  the  system. 
Federal  workers  and  re- 
tirees are  enrolled  in 
about  450  insurance 
plans  and  health  main- 
tenance organizations. 
That's  right,  450.  Al- 
though many  of  the 
HMOs  are  local,  each 
worker  still  has  a  be- 
wildering choice  of  at  least  21  plans. 

A  clever  minority  of  workers  make 
good  use  of  this  system.  Back  prob- 
lems? Switch  to  a  plan  that  pays  for 
chiropractors.  Pregnant?  Switch  to 
one  that  pays  for  "well-baby"  care. 
But  because  of  the  way  the  govern- 
ment splits  health  insurance  plan  pre- 
miums with  federal  employees,  other 
workers  end  up  footing  much  of  the 
bill  for  the  plan-hopping  by  paying 
premiums  that  are  tar  higher  than  in 
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the  private  sector. 

In  all,  the  government  (including 
the  Postal  Service)  will  pay  $5.9  bil- 
lion in  premiums  in  fiscal  1988.  Near- 
ly 4  million  federal  employees  and 
retirees  will  pay  another  $2.9  billion. 
In  1989  the  government's  tab  will 
jump  25%,  and  some  workers  and  re- 
tirees will  be  hit  even  harder.  For  ex- 
ample, a  federal  worker  whose  family 
opts  for  the  "high"  coverage  plan  of- 
fered by  Blue  Cross  will  see  his  premi- 


Towers,  Renin', 

A  saner  plan 


•■  Ronald  Hiding 

would  save  at  least  S500  million. 


urns  jump  66%,  to  $4,544  a  year.  Tax- 
payers will  kick  in  $2,586  for  that 
family's  coverage,  for  a  total  premium 
of  $7,130 —  more  than  twice  what  the 
same  plan  would  cost  for  an  employee 
of  a  large  company. 

Despite  what  cynics  might  think, 
Congress  did  not  intentionally  design 
an  unmanageable  monstrosity.  When 
the  health  program  was  set  up  in 
1959,  it  offered  just  four  government - 
wide  options.  But  public  employee 


unions  were  allowed  to  offer  th 
members  alternatives.  During  t 
1970s  unions  began  offering  the) 
plans  to  any  federal  employee  ready 
pay  an  "associate"  member's  fee.  T] 
National  Post  Office  Mail  Handle 
union  alone  rakes  in  $13  million  yea 
ly  in  associate  dues.  (In  August  th 
Mail  Handlers'  former  national  dire 
tor  pleaded  guilty  to  embezzling  som 
of  those  dues.)  Meanwhile,  HMO 
which  can  enter  the  program  with  fe1 
restrictions,  began  proliferating 

Each  year  federal  employees  ca 
switch  plans  with  no  penalty;  pric 
medical  conditions  are  covered  by  th 
new  insurer.  So  competitors,  incluc 
ing  union-sponsored  plans  an 
HMOs,  offer  low-cost  plans  designe 
to  attract  the  young  and  healthy.  Th 
leaves  Blue  Cross'  high-coverage  pla 
with  an  aged,  ailing  base  and  defeat 
the  idea  of  group  insurance — to  hoi 
down  average  costs  by  spreading  risk 
over  the  population.  Some  worker 
don't  realize  how  bad  a  deal  they' 
getting.  "The  typical  consumer  as 
sumes  that  if  you  have  to  pay  more  fo 
Blue  Cross  high  then  it  must  be 
better  program,"  says  Ronald  Huling 
a  principal  with  Towers,  Perrin,  For 
ster  &  Crosby,  Inc.,  which  recentl' 
completed  a  devastating  report  on  th 
federal  program. 

According  to  Tow 
ers,  Perrin,  administra 
tive  expenses  of  plan 
in  the  government  pro 
gram  run  from  4%  t< 
12%  of  premium  pay 
ments,  compared  witl 
2%  to  6%  for  a  larg< 
corporate  plan.  Anc 
cost  control  scheme! 
that  business  ha 
adopted  aren't  uni 
formly  used  in  the  fed 
eral  hodgepodge 

Towers,  Perrin  esti 
mates  that  a  saner  plar 
would  save  $500  mil 
lion  to  $785  million 
year.  The  federal  pi 
is  "irrrational  and  un 
manageable,"  agree: 
Jean  Barber,  the  Offio 
of  Personnel  Manage 


ment's  associate  director  in  charge  o: 
retirement  and  insurance.  "It's  just 
careening  down  the  road  on  its  own."1 
Representative  Gary  Ackerman  (D- 
N.Y.),  chairman  of  the  House  sub- 
committee on  compensation  and  em- 
ployee benefits,  vows  to  push  for  re- 
form in  the  next  Congress.  But  he 
admits  the  issue  is  not  a  priority  with 
his  colleagues,  many  of  whom  would 
rather  carp  about  private-sector  fail- 
ings than  clean  up  their  own  mess.  ■ 
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If  you  don't  take 

care  of  your  customers, 

somebody  else  will. 

In  these  competitive  times,  customers  are  tough 
enough  just  to  come  by.  And  after  you've  got  them,  they 
can  be  even  tougher  to  keep. 

That's  why  it  makes  good  business  sense  to  use 
Federal  Express"  as  a  regular  part  of  the  way  you  do 
business.  No  other  air  express  carrier  in  the  world  is  better 
equipped  to  help  keep  your  customers  satisfied  than 
Federal  Express. 

For  example,  should  your  customers  want  to  know 
where  their  packages  are  during  any  of  the  few  short 
hours  that  they  are  in  our  hands,  we  can  tell  them. 

With  our  exclusive  computerized  tracking  systems, 
information  on  the  status  of  your  package  is  just  a  phone 
call  away.  And  in  the  unlikely  event  that  your  package 
should  arrive  even  one  minute  late,  we'll  give  you  your 
money  back.'  That's  our  guarantee. 

Send  your  packages  via  Federal  Express:  When  you 
keep  your  customers  satisfied,  you  keep  your  customers. 


What  others  ask 
when  you  buy  a  tire. 


What  size? 


How  much  do  you 
have  to  spend? 


■99I  <«»d>v«rlsa 
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What  Goodyear  asks 
when  you  buy  a  tire. 


On  what  kinds 


How  many  miles  „ ,   ,*,.»,   . 

do  you  drive?         ^V*'1  '  /7v;%/       ofroads? 


you  carry 
vy  loads? 


Do  they  plow 
your  street 
in  the  winter? 


Are  there  hills 
where  you  live? 


Do  you  like 
to  drive  fast? 
Etc,  etc,  etc... 


We  know  that  price  is  are  a  number  of  other  questions  so  many  tires,  no  matter  what 

nportant,  but  before  you  buy  to  be  answered.  They'll  ask  you  answer  your  Goodyear 

res  from  a  Goodyear  retailer,  about  what  you  drive,  where  retailer  will  be  able  to  recom- 

iey'11  ask  you  a  lot  more  than  you  drive,  and  how  you  drive,  mend  the  perfect  tire  for  you. 

ow  big  and  how  much.  There  And  because  Goodyear  makes  Nobody  fits  you  like  Goodyear. 


QOOD/YEAR 


CERTIFIED 
AUTO  SERVICE 


The  Benetton  family  has  counted  on  a 
stream  of  handsome  earnings  as  it  pursues 
dreams  of  a  bigger  empire.  But  how  long 
will  those  earnings  remain  handsome? 

Benetton  learns 
to  darn 


By  Peter  Fuhrman 


6ILBERTO  Benetton  strides  hur- 
1  riedly  across  a  colonnaded 
walkway,  outpacing  two  high- 
heeled  assistants  toting  files  of  pa- 
pers. These  are  hectic  times  in  Pon- 
zano  Veneto,  site  of  the  elegant  white- 
washed 17th-century  villa  20  miles 
north  of  Venice  that  serves  as  Benet- 
ton headquarters.  The  Benettons,  hab- 
erdashers to  the  world's  teenage 
smart  set,  are  breathlessly  trying  to 
renew  one  family  empire  while  creat- 
ing another. 
Their  25-year-old  clothing  business 


is  no  longer  the  whiz  kid  of  the  retail 
industry.  Rising  apparel  prices,  satu- 
rated markets  and  shifting  tastes  have 
slowed  the  once-dizzying  rate  of 
growth.  The  Benettons,  nevertheless, 
are  pushing  their  own  money  into  fi- 
nancial services  and  real  estate  in  an 
effort  to  build  the  kind  of  sprawling, 
family-held  industrial  empire  that 
Fiat's  Agnellis  have  spent  three  gener- 
ations constructing. 

The  Benettons,  along  with  Carlo  De 
Benedetti,  are  the  most  prominent  of 
Italy's  tun  a  ecu  i.\  riches  And  riches  they 
most  certainly  are.  Since  opening 
their  first  shop  20  years  ago,  the  four 


Giiberto  Benetton  outside  the  Benetton  villa 

Interesting  times  for  an  ambitious  family. 
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Benetton  siblings — Luciano,  Giiberto 
Giuliana  and  Carlo — have  swiftly  asi 
cended  Italy's  economic  pyramid 
Marketing  brightly  colored  clothing 
with  hip  advertising,  they  built  Italy's 
most  dynamic  and  successful  apparel 
exporting  company.  In  1987  Benettor 
sold  merchandise  worth  $1  billion 
(wholesale)  to  4,500  franchised  store 
in  60  countries.  These  stores  toted  up 
retail  sales  of  $2.5  billion.  The  Benet- 
tons' 87%  stake  in  the  publicly  traded 
retail  company  Benetton  SpA  alone  is 
worth  $950  million. 

The  family  is  by  no  means  tired  o: 
adding  to  its  net  worth.  "We  are  in 
vesting  in  new  ventures  and  setting 
new  goals,"  says  Giiberto  Benetton, 
the  47-year-old  chairman  of  Benetton 
SpA  and  guardian  of  the  family's  fi 
nances.  Recent  additions  to  the  Be- 
netton family's  financial  wardrobe  in- 
clude stakes  in  several  Italian  banks,  a 
mutual  fund  business,  an  insurance 
company,  a  hotel  chain  and  Italy's 
most  profitable  department  store 
chain.  There  is  also  a  sizable  portfolio 
of  family-owned  real  estate,  including 
large  commercial  holdings  in  and 
around  the  family  hometown  of  Tre 
viso  and  a  recently  purchased  build 
ing  on  Fifth  Avenue  in  New  York.  All 
told,  Forbes  estimates  the  Benettons 
are  worth  $1.5  billion. 

For  reasons  both  happy  and  unhap 
py,  the  clothing  business  is  now  more 
cash  cow  than  potent  bull.  On  the, 
happy  side,  the  Benettons  run  it  with 
low  overhead  costs  and  an  almost 
complete  absence  of  fixed  assets.  The 
company  farms  out  80%  of  its  produc- 
tion to  small  factories  freed  from  the 
dead  hand  of  Italian  union  bosses  and 
bureaucrats.  Benetton  SpA  owns  none 
of  the  4,500  shops.  (The  acquistive 
Benettons  hold  about  15  choice  fran- 
chises.) With  little  need  for  fixed  in- 
vestment, Benetton  has  been  able  to 
pay  high  dividends— 70%  of  the  $100 
million  it  earned  last  year. 

But  unhappily,  how  long  those 
earnings  will  remain  handsome  is  a 
question.  Further  growth  in  the  cloth- 
ing business  will  be  much  harder  to 
achieve.  More  worrisome  still,  it  will 
take  more  capital  to  support  whatever 
sales  they  get. 

That's  because  Italy  by  some  statis- 
tical measures  is  now  the  fourth-big- 
gest capitalist  economy,  having  sur- 
passed Britain  and  France  in  1987. 
The  price  of  its  new  affluence  has 
been  a  strengthening  lira  and  rising 
prices  of  key  exports  like  clothing  and 
shoes.  Woolen  sweaters  made  in  Italy 
that  last  year  cost  $80  in  U.S.  Benet- 
ton stores  now  cost  as  much  as  $1 10. 
Benetton  is  trying  to  compensate  by 
hiking  its  image  along  with  prices, 
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The  Olympic  Games  bring  the  people  of  the 
world  together.  And  Brother  brings  the  Olympic 
Games  to  the  people  of  the  world. 

From  the  1988  Winter  Olympics  in  Calgary  to 
the  Summer  Olympics  in  Seoul,  the  world  media 
will  have  Brother  at  their  side,  with  5,220  typewriters 
in  thirty  languages  to  capture  all  the  excitement  and 
spectacle  of  the  glorious  Olympic  Games. 

Sharing  in  the  spirit  of  international  friendship 
and  bringing  it  all  home  to  the  world.  We're  Brother. 
And  we're  at  your  side. 


OCX) 


Official  Typewriter  Supplier 
of  the  1988  Olympics. 


We're  at  your  side. 


BROTHER  INDUSTRIES,  LTD. 
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The  life  busin 
drop-dead  ted 


In  life  insurance,  the  saying  goes;  the  paperwork  can 
kill  you.  The  paperless  orf  ice  is  every  company's  dream.  j 

That;s  why  lots  of  huge  insurance  companies  are 
using  NYNEX.  | 

Recently  to  simplify  life  for  one  of  these  colossi, 
NYNEX  replaced  acres  of  paper  with  an  innovative  new  voice 
and  data  network,  connecting  their  operations  center  with 
their  headquarters.  It  makes  their  systems  compatible. 

And  remarkably  it  allows  them  to  access  their  whole 
information  network  by  plugging  any  work  station  into  j 
any  phone  jack.  j 

This  NYNEX  technology  isn;t  just  convenient.  It;s  I 
saving  them  a  lot  of  money.  I 


s 


needed 


some 


Which  is  always  the  best  policy. 

The  NYNEX  family  of  companies  would  like  to 
work  with  you;  too.  We  offer  you  everything  from  computer 
networks  and  software;  to  mobile  phones;  to  New  York 
Telephone  and  New  England  Telephone. 

Call  us  at  1-800-535-1535. 

When  we  say  the  answer  is  NYNEX;  it;s  not  just 
an  empty  claim. 


Need  to  communicate?  Need  to  compute?  The  answer  is 


NYNEX 


but  the  pressure  on  Benetton  mer- 
chants is  intense.  In  1987,  7  of  650 
Benetton  shops  in  the  U.S.  were  shut- 
tered. Not  many,  statistically,  but  a 
signal  it  would  be  folly  to  ignore.  Ag- 
gregate sales  climbed  at  a  25%  to  30% 
annual  clip  in  the  last  two  years  as  the 
number  of  Benetton  shops  doubled. 
But  the  breakneck  expansion  masked 
an  unpleasant  trend:  For  many  estab- 
lished stores,  sales  began  falling  off 
after  the  first  few  years. 

Some  Benetton  customers  may  not 
like  what  they  see  when  next  they 
look  at  the  label  showing  the  origin  of 
Benetton  garments.  To  slow  the  dam- 
aging rise  in  prices,  the  company  is 
moving  to  lessen  its  dependence  on 
Italian  suppliers.  More  than  90%  of 
Benetton's  merchandise  is  still  made 
in  Italy.  Benetton  now  plans  to  begin 
producing  in  the  Far  East,  probably 
within  the  next  year. 

As  it  shifts  production  to  lower- 
wage  Asian  countries,  Benetton  will 
be  unable  to  duplicate  its  subcontrac- 
tor system,  which  provides  jobs  for 
about  25,000  people  in  Veneto.  Inde- 
pendent factory  owners  in  Hong 
Kong,  Taiwan  or  Korea  traditionally 
view  supplier  loyalty  differently  than 
do  those  in  Italy.  Asian  factory  own- 
ers tend  to  fill  foreign  brand-name 
orders  and  then  turn  around  and  sell 
overruns  of  the  same  merchandise  un- 
der some  other  trademark  to,  say,  K 
mart.  Why,  Benetton  marketers  now 
worry,  will  an  American  spend  $80  for 
a  Benetton  sweater  if  an  identical  Ko- 
rean-made garment  is  at  a  discount 
store  for  $30?  Thus,  Benetton  will 
have  to  do  what  was  once  unthink- 
able— invest  heavily  to  build  its  own 
factories  in  Asia. 

The  impending  shift  to  Asian  sup- 
pliers is  weighing  down  Benetton's 
stock  price.  Italian  brokers  fear  Benet- 
ton will  choose  a  diluting  new  equity 
issue  or  a  cut  in  dividends  to  pay  for 
the  investment  in  Asia.  After  coming 
onto  the  market  in  July  1986  at  10,300 
lira  per  share,  and  rising  to  over 
21,000  in  the  following  12  months, 
Benetton  shares  have  tumbled  to 
around  10,000  currently,  underper- 
forming  the  Italian  market.  "Benetton 
is  like  a  utility  stock,"  explains  Chris 
Moore,  an  analyst  with  SIGE  Securi- 
ties in  Milan.  "It  offers  a  high  6.5% 
yield,  but  that's  set  against  a  probable 
future  of  heavy  capital  spending." 

Benetton  shareholders  can  find 
some  comfort  in  the  fact  that  their 
interests  and  the  family's  needs  coin- 
cide. Last  year  the  family  set  up  a  new 
100% -owned  company,  In  Holding, 
that  aims  to  become  a  big  player  in 
the  crowded  but  woefully  inefficient 
Italian  financial  services  industry.  In 
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Holding,  which  will  sell  mutual  funds 
and  insurance  policies  packaged  by 
other  firms,  is  completely  indepen- 
dent of  the  Benetton  clothing  shops, 
but  the  family  needs  the  dividend  in- 
come from  clothing  operations — $59 
million  paid  to  the  Benettons  in 
1988 — to  bankroll  the  venture.  In 
Holding  executives,  looking  to  ignite 
the  kind  of  explosive  growth  that  put 
Benetton  sweater  shops  on  every 
street  corner  in  Italy,  plan  to  open  at 
least  200  outlets  by  year-end  and  sign 
up  1,000  independent  agents  within 
three  years. 

In  this  game,  however,  Benetton 
will  be  bumping  heads  against  the 
three  Goliaths  of  the  Italian  commer- 
cial establishment — Carlo  De  Bene- 
detti,  Giovanni  Agnelli  and  Raul  Gar- 
dini.  These  three  already  have  a  con- 
trolling stake  in  companies  that  make 
up  50%  of  the  Milan  stock  exchange's 
$85  billion  capitalization.  Already 
well  entrenched  in  financial  services, 
they  too  are  now  pushing  hard  to  ex- 
pand their  investment  and  insurance 


businesses. 

All  are  chasing  the  same  prize:  Ita 
ly's  massive  amount — $875  billion- 
of  personal  savings.  Most  of  this  mon 
ey  now  sits  in  low-interest  bank  ac 
counts  or  in  bond  funds  that  inves 
primarily  in  high-yielding  govern 
ment  debt.  With  an  economy  one 
seventh  the  size  of  the  U.S.',  Itah, 
runs  a  budget  deficit  nearly  as  large 
between  $90  billion  and  $110  billior 
this  fiscal  year.  But  the  Italian  govern 
ment  finances  its  spending  withouij 
the  help  of  foreigners. 

So,  in  managing  both  its  clothing 
business  and  its  own  private  ambil 
tions,  the  Benetton  family  will  have 
its  hands  full.  It's  worth  remembering 
that  Benetton,  all  but  unknown  in 
most  places  less  than  a  decade  ago] 
now  owns  one  of  the  world's  most 
recognized  brand  names,  as  familiaij 
as  Coca-Cola  and  Reebok.  The  lines  oi 
a  classic  business  drama  are  visible — 
a  talented,  resourceful  and  ambitious! 
family  coping  with  new  and  formida- 
ble problems.  ■ 


Family  matters 


In  1986,  when  Benetton  went 
public  at  the  urging  of  its  man- 
aging director,  Aldo  Palmeri,  the 
family  floated  only  12%  of  the  eq- 
uity. An  additional  8%  was  tied  to 
warrants.  The  fall  in  Benetton 
shares  (see  star; ,  pushed  the  strike 
price  on  these  warrants  way  above 
the  current  selling  price.  One  set  of 
warrants  expired  unexercised  in 
February.  The  second  tranche,  de- 
nominated in  deutsche  marks,  val- 
ues each  share  at  19,800  lire,  al- 
most twice  the  current  price. 

The  Benetton  float,  still  12%,  is 
well  below  the  Italian  regulatory 
minimum,  and  stock  exchange  of- 
ficials are  pressuring  Benetton  to 
release  more  shares.  But  the  Benet- 
tons won't  budge  now.  "The  fam- 
ily doesn't  want  to  sell  more  shares 
at  the  current  price,  which  we  all 
feel  is  far  too  low,"  argues  Aldo 
Palmeri,  who  worked  at  Banco  d'l- 
talia,  Italy's  central  bank,  before 
joining  Benetton  in  1982. 

Especially  galling  to  the  Benet- 
tons is  the  fact  that  the  company's 
shares  sell  at  a  lower  multiple  than 
those  of  some  American  retailers. 
"We  don't  see  why  the  Limited 
should  sell  at  14  times  Iprojected] 
earnings  and  Benetton  at  10  times 
earnings,"  contends  Palmeri. 

But  there  are  reasons  for  the  low- 
er multiple.  One  such:  the  com- 


Armand  BorlanlA'u-Conlaa 


Aldo  Palmeri 

Family  control  is  a  certainty. 

pany's  aversion  to  fixed  assets.  Un- 
like the  Limited,  which  owns  most 
of  its  stores,  little  in  the  way  of  real 
estate  underlies  Benetton  share 
values.  Also,  Benetton  carries 
more  credit  risk  on  its  balance 
sheet — $425  million  at  the  end  of 
1987  in  receivables  from  its  4,500 
franchisees.  At  present,  credit 
losses  amount  to  1%  of  total  sales, 
but  any  slowdown  in  consumer 
spending  could  cause  the  amount 
of  uncollectible  debts  to  balloon. 

A  further  reason  for  caution: 
Come  what  may,  the  Benetton 
family  intends  to  keep  the  bulk  of 
the  equity.  Says  Gilberto  Benetton: 
"I  don't  think  the  family  will  ever 
sell  more  than  30%  of  its  shares." 
How  important  is  maintaining  ab- 
solute family  control?  we  asked 
Gilberto.  He  smiled  and  answered, 
"Moltissimo."— P.F. 


FORBES,  OCTOBER  3,  1988 


HE  BEST  WAY  TO  GET  CAR  RENTAL 
INSURANCE  WITH  PERSONAL 
COVERAGE  AT  NO  EXTRA  CHARGE. . . 


When  you  rent  a  car  with  the  Gold  Card® 
from  American  Express,  the  car  and  its 
contents  are  covered  for  loss  and  damage. 
And  you  and  your  passengers  are  covered 
for  personal  injury.  Automatically.  At  no 
extra  charge. 

To  take  advantage  of  the  coverage,  decline 
the  standard  collision/loss  damage  waiver, 
personal  effects,  and  personal  accident 
insurance  options  offered  by  the  car 
rental  company.  And  save  up  to  $15  a  day 

The  Gold  Card.  There's  no  better  way  to 
insure  your  automobile  rental.  And  it's 
also  the  best  way  to  pay  less  for  it. 

To  acquire  the  Gold  Card,  pick  up  an 
application  today  or  call 
1-800-458-AMEX. 


IRAVEL 

RELATED 

SERVICES 

1988  American  Express  Travel  Relaied  Services  Company  Inc 


S  WITH  THIS. 


THE  GOLD  CARD 


Underwritten  by  National  Union  Fire  Insurance  Company 
of  Pittsburgh.  PA.  Coverage  is  subject  to  the  terms,  condi- 
tions, and  exclusions  of  the  policy 

This  is  excess  coverage  that  reimburses  for  eligible  losses 
not  covered  by  other  sources  of  insurance  or  reimburse- 
ment. Certain  expensive,  exotic,  and  antique  cars  are  not 
covered. 
Services  available  to  U.S.  Gold  Card  members. 


With  the  nations  manufacturing  capacity 
stretched  and  exports  booming,  there  s  a 
land  rush  on  to  develop  industrial  real 
estate.  But  it's  no  game  for  amateurs. 

Warehousing 
profits 


By  Ellen  Paris 


Just  off  Interstate  10,  some  38 
miles  east  of  downtown  Los  An- 
geles in  San  Bernardino  County, 
sprawl  acres  and  acres  of  spanking- 
new  one-story  buildings  in  the  latest 
high-tech  and  Southwestern-style  de- 
signs. New  flowers,  fresh  sod,  palm 
trees  and  silk  oak  saplings  struggle  to 
survive  in  the  heat  and  smog.  Yet 
more  suburban  strip  centers?  No.  Lat- 
ter-day  industrial   parks — the   latest 


darling  of  real  estate  developers. 

"Business  parks',"  as  they're  known 
in  the  trade,  are  the  hottest  segment 
of  the  booming  industrial  real  estate 
market.  Just  about  anywhere  you  look 
across  the  country  warehouses  and 
distribution  centers  are  multiplying 
as  fast  as  strip  malls  were  a  few  years 
back.  The  U.S.  has  added  350  million 
square  feet  of  commercial  warehouse 
and  distribution  space  in  the  last  18 
months  alone,  according  to  Massa- 
chusetts-based   F.W.    Dodge,    which 


tracks  the  construction  industry.  Yet 
the  national  industrial  vacancy  rate 
remains  11%,  considered  a  healthy 
ratio.  (The  national  office  vacancy 
rate,  in  contrast,  is  around  19%.)  The 
upturn  in  the  industrial  market  began 
in  1987,  and  most  industry  insiders 
see  it  continuing  at  least  through  the 
end  of  next  year. 

What's  fueling  the  boom?  Continu- 
ing economic  growth.  The  nation's 
factory  utilization  rate,  recently 
83.5%,  is  at  its  highest  level  since 
1980.  That  and  the  surge  in  exports, 
thanks  to  the  weak  dollar,  have  creat- 
ed strong  demand  for  properties  to 
store  and  distribute  inventory.  Help- 
ing, too,  are  companies  continuing  to 
move  back-office  functions,  such  as 
computer  services  and  loan  process- 
ing, out  of  expensive  downtown  loca- 
tions into  cheaper  outlying  areas. 

Thus  have  industrial  projects,  a  bor- 
ing "plain  vanilla"  real  estate  product 
for  years,  earned  a  new  image.  Last 
year  returns  on  warehouse  and  distri- 
bution properties  averaged  close  to 
13%  nationwide,  compared  with  mi- 
nus 2%  on  office  properties. 

One  of  the  hottest  markets  for  in- 
dustrial real  estate  is  San  Bernardino 
County.  In  the  first  seven  months  of 
1988  the  cities  of  Ontario,  Fontana 
and  Rancho  Cucamonga  together  ab- 
sorbed over  6  million  square  feet  of 
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industrial  space,  versus  4.2  million 
square  feet  for  all  of  1987  and  1.8 
million  in  1985.  Says  Allan  Jonas,  a 
veteran  West  Coast  industrial  devel- 
oper: "I've  never  seen  so  many  inves- 
tors rattling  my  cage  to  put  their  mon- 
ey somewhere." 

Demand  has  pushed  up  prices,  of 
course.  Industrial  land  in  Ontario,  for 
example,  now  fetches  $4  to  $6  a 
square  foot,  up  some  25%  in  a  year. 
But  that's  cheap  compared  with  City 
of  Commerce  (about  7  miles  south  of 
downtown  Los  Angeles),  where  prices 
have  jumped  to  $12  to  $15  a  square 
foot,  making  industrial  projects  all 
but  impossible  to  justify. 

Another  attraction  of  San  Bernardi- 
no County:  The  area  offers  excellent 
truck  and  rail  access.  With  the  current 
expansion  of  Ontario  International 
Airport,  air  cargo  volume  is  expected 
to  rise  200%  a  year  over  the  next  five 
years.  The  area  also  has  a  growing 
blue-collar  work  force  lured  by  the 
area's  relatively  affordable  housing. 

Architecturally,  the  industrial 
product  has  changed  dramatically. 
The  ugly,  concrete  shoebox  in  many 
cases  has  given  way  to  pleasant  land- 
scaped parks  filled  with  clean,  attrac- 
tive buildings  designed  for  mixed  uses 
by  varied  tenants.  "Today  we  build 
projects  that  will  attract  both  large 
and  small  users  who  want  to  locate  in 


The  California  Commerce  Center  in  Ontario 
No  more  ugly  concrete  shoeboxes. 


parks  that  have  an  aesthetic  appeal," 
says  Jeffrey  Allen,  managing  partner 
of  the  West  Coast  region  of  Paragon 
Group,  a  Dallas-based  developer.  The 
1,855-acre  California  Commerce  Cen- 
ter in  Ontario,  for  example,  has  120 
tenants  and  6  million  square  feet  of 
occupied  space.  It  houses  such  diverse 
tenants  as  a  BMW  parts  distribution 
center,  a  Domino's  Pizza  commis- 
sary, several  small  medical  clinics,  a 
mortgage  company  and  a  Motorola 
computer  services  facility.  "The  con- 


cept behind  the  business  park  is  to  let 
them  develop  into  wider  uses,"  says 
Howard  Thompson,  an  architect  and 
designer  of  business  parks.  "And  com- 
panies can  grow  and  never  leave  your 
park." 

A  booming  market,  relative  ease  of 
entry,  the  promise  of  good  returns  on 
a  product  that  requires  little  manage- 
ment— with  these  elements  in  place, 
it's  no  surprise  that  quick-buck  artists 
and  inexperienced  developers  are 
crowding  in  for  a  piece  of  the  action. 


It  can  be  as  simple  as  the  difference  between  knowing  your  limits  and  knowing  how  to 
make  them  work  for  you. 

Risk-versus-reward  is  just  one  of  the  factors  your  CENTURY  21 "  Investment  Profes- 
sional explores  as  he  assists  you  in  identifying  your  comfort  zone.  Once  you  do,  he  can 
then  help  you  use  the  leverage  available  to  you.  And  that  can  help  you  make  the  real  estate 
investment  that's  most  appropriate  for  you. 

You'll  find  CENTURY  21  Investment  Professionals  doing 
this  kind  of  work  in  select  CENTURY  21  offices.  All  across 
the  country.  Every  day. 

Call  your  local  CENTURY  21  office  and  ask  if  they  have 

an  Investment  Professional  who  can  help  you  find  what        =^_     _j |  i 

you're  looking  for.  

When  it  comes  to  prudent  leveraging,  it's  business  The  Real  Estate 

as  usual.  Investment  Professionals. 


So  before  you  rush  out  to  find  an  in- 
dustrial deal  to  invest  in,  do  your 
homework.  Historically,  industrial 
real  estate  has  been  a  less  cyclical 
market  than  office  or  residential.  But 
remember,  no  other  real  estate  mar- 
ket is  so  tied  to  the  regional  and  na- 
tional economy.  In  Houston  the  va- 
cancy rate  is  19%,  in  Denver  17%. 
Developers  in  Silicon  Valley  are  still 
working  off  the  glut  of  R&JD  and  high- 
tech  manufacturing  space  built  in  re- 
sponse to  the  go-go  years  of  the  early 
Eighties. 

Remember,  too,  it  can  take  as  little 
as  90  days  to  put  up  a  100,000-square- 
foot  concrete  warehouse  or  distribu- 
tion center.  "You've  got  nontradition- 
al  developers  coming  into  this  market 
saying,  'Gee,  this  looks  easy,'  and 
they  will  run  into  problems  and  screw 
up  the  demand,"  warns  Stan  Ross, 
comanaging  partner  of  Kenneth  Lev- 
enthal  &.  Co.,  the  national  accounting 
firm.  A  warehouse  or  distribution  fa- 
cility with  inadequate  access  for 
trucks,  for  example,  is  going  to  be 
hard  to  lease  and  could  spell  disaster 
for  the  developer.  "You  need  a  lot  of 
room  outside  the  building  to  move 
the  trucks  around,"  says  David 
Shotwell  of  U.S.  Bancorp  Mortgage  (a 
division  of  Portland-based  U.S.  Ban- 
corp), which  last  year  did  20%  oi  its 
loan  volume  in  the  industrial  market, 
up  from  around  10%  the  year  before. 

Shotwell's  parting  advice:  "Don't 
get  involved  with  a  bunch  of  doctors 
who  want  to  put  up  a  bad  project."  ■ 


The  supply  of  damned  fools  is  not  endless, 
and,  as  gamblers  know,  all  winning 
streaks  come  to  an  end.  But  you  d  never 
know  it  in  Vegas  these  days. 


On  a  roll 


By  Marc  Beaucnamp 


feffre    Mien 
"Building  in  aesthetic  appeal." 


T|he  mammoth  29-story,  3,100- 
room  hotel-casino  now  rising 
on  86  acres  smack  in  the  middle 
of  Las  Vegas'  "Strip"  is  not  your  ordi- 
nary pleasure  dome  in  the  desert.  This 
one,  being  built  by  Golden  Nugget, 
Inc.,  will  open  at  the  end  of  1989  with 
a  $9  million  lagoon,  a  49-foot  water- 
fall and  a  100-foot-high,  sky-lit  atri- 
um lobby  filled  with  70-foot-high 
banyan  trees,  coconut  palms  and 
tropical  orchids.  The  price  tag?  A  cool 
$565  million. 

Sound  excessive,  even  by  Las  Vegas 
standards,  for  a  $194  million  (1987 
revenues)  hotel  and  casino  operator? 
Well,  Golden  Nugget  Chairman  Ste- 
phen Wynn,  46,  isn't  the  only  man  in 
Vegas  with  big  plans  these  days.  Wil- 
liam Bennett,  chairman  of  the  hugely 
profitable  Circus  Circus  Enterprises, 
Inc.,  will  break  ground  this  fall  on  the 
southwest  comer  of  the  Strip  for  a 
massive  4,000  room  hotel-casino, 
done  in  a  castle  motif,  complete  with 
a  basement  "dungeon"  featuring  min- 
iature golf,  movie  theaters  and  video 
arcades.  Its  budget:  $290  million.  At 
Caesars  Palace,  Los  Angeles-based 
shopping  center  developer  Sheldon 
, Beverly  Center)  Gordon  is  building 
an  875,000-square-foot  shopping  cen- 
ter with  a  (what  else?)  Roman  theme. 
Patrons  will  take  barges  and  gondolas 
across  artificial  lakes  and  canals  to 
shop  at  the  likes  of  Gucci  and  Chanel. 
There  will  almost  certainly  be  more 
mcgaproiects.  A  lapanese  company  is 
reportedly  planning  a  $600  million  re- 
sort-casino-rcsidential  development 
on  1,200  acres  7  miles  south  of  the 
city.  Its  centerpiece:  a  54-hole  golf 
course.  |The  lapanese  already  own 
three  Vegas  casinos.) 

Almost  every  maior  property  on  the 
Strip  and  in  downtown  Las  Vegas  has 


added  or  is  planning  to  add  rooms  and 
casino  space.  By  1990  Las  Vegas'  hotel 
and  motel  room  inventory  will  have 
jumped  more  than  10%,  to  some 
70,000  rooms.  Another  29,000  rooms 
are  on  the  drawing  boards.  Behind  the 
optimism  is  steady  growth  in  visitors 
and  in  revenue  from  gaming,  conven- 
tions and  tourism.  In  1978,  1 1  million 
people  visited  Vegas,  leaving  behind 
$3.3  billion.  Last  year  16.2  million 
visitors  dropped  $8.6  billion.  In  the 
past  decade  Las  Vegas'  room  inven- 
tory has  grown  more  than  40%,  yet 
last  year's  occupancy  rate  was  83.3%, 
a  ten-year  high. 

Credit  much  of  Las  Vegas'  good 
times  to  the  national  economic  ex- 
pansion now  in  its  sixth  year.  But 
credit,  too,  Vegas  itself,  which  has 
bucked  the  odds  against  it  posed  by 
competition  from  gaming  in  Atlantic 
City  and  by  ever  more  state  lottery 
games.  The  collapse  of  oil  prices  may 
have  hurt  high  rollers  from  the  Mid- 
dle East,  Mexico  and  Texas,  but  it  also 
meant  cheaper  airfares  (45%  of  the 
city's  visitors  arrive  by  air)  and  lower 
prices  at  the  gas  pump  (southern  Cali- 
fornia, a  five-hour  drive,  is  Vegas' 
most  important  market). 

Smart  marketing  and  promotion  by 
the  Las  Vegas  Convention  &  Visitors 
Authority  has  also  helped.  Vegas  now 
ranks  as  one  of  the  nation's  top  five 
venues  for  conventions  and  trade 
shows.  Among  the  556  conventions  it 
hosted  last  year  were  the  National 
Association  of  Broadcasters,  the  huge 
Comdex  computer  show  and  the  Win- 
ter Consumer  Electronics  Show. 
Since  1977  convention  attendance 
has  increased  fourfold,  to  1.7  million 
delegates,  and  revenue  has  grown  ten- 
fold, to  $1.2  billion. 

And  Vegas  marketers  are  taking 
nothing  for  granted.  Between  the  Las 
Vegas  Convention  Center  (soon  to  un- 
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Chances  are,  even  if  you  have  one  of  the  so-called  "replacement  value  policies','  you  max 
lot  be  properly  covered.  Most  "replacement  insurance"  depreciates  the  value  of  your  antique 
>r  rare  tumishings.  Which  means  you  may  end  up  with  a  traction  of  what  they  cost  to  replace. 

A  Chubb  replacement  policy  is  different.  It  covers  your  tine  furnishings  tor  i — 

heir  tull  insured  value,  without  depreciation.  f 

The  more  you  have  to  insure,  the  more  you  need  Chubb.  For  full  intor-          I 
nation  call  800-922-0533.  V  ^ 
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EXOTIC  ASIA. 

LAND  OF  HOTEL  ROOMS,  l 

TAXIS  AND  CONFERENCE^ HALLS..; 

If  your  business  takes  you  to 
Asia,  we  make  rt  our  business  to 
get  you  there. 

From  over  200  US.  cities  to  major 
business  centers  in  Asia.  Like  Hong  Kong, 
Tokyo  and  Seoul.  On  nothing  but  747s. 
And  we  fly  nonstop  from  cities  like 
Chicago,  Los  Angeles,  Detroit  and 
new  totr. 

That  and  our  forty  years 
experience  make  us  the  best 
choice  for  business  travelers 
to  the  Far  East. 

So  call  your  travel 
agent  or  Northwest 
at  I -800-447-4747 
for  reservations. 

We  know  bus- 
iness isnt 
a  vacation. 
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LOOK  TO  US      NORTHWEST  AIRLINES 


Golden  Nugget's  Stephen  Wynn 

Building  a  $565  million  pleasure  dome. 


dergo  a  $30  million  expansion)  and  its 
hotels,  Vegas  has  over  2  million 
square  feet  of  exhibit  space,  more 
than  any  other  city  in  the  nation. 
McCarran  International  Airport  (re- 
cently remodeled  and  expanded  at  a 
cost  of  $300  million)  is  only  3  miles 
from  the  convention  center.  Within  a 
3-mile  radius  of  the  convention  cen- 
ter are  nearly  60,000  reasonably 
priced  hotel  and  motel  rooms. 

The  boom  has,  of  course,  rippled 
out  beyond  the  gaming  and  conven- 
tion business.  With  new  hotel  rooms 
come  more  jobs,  translating  into  de- 
mand for  apartments,  homes  and  ser- 
vices. Building  permits  are  at  record 
highs.  Clark  County's  population, 
now  increasing  by  more  than  1,000 
people  a  week,  is  expected  to  grow 
from  600,000  to  around  1  million  by 
the  end  of  the  century.  (Las  Vegas' 
phone  book  has  to  be  printed  twice  a 


year  to  keep  it  up-to-date.) 

Many  of  the  newcomers  are  retir- 
ees, drawn  to  Nevada  by  the  climate, 
reasonable  housing  and  food  prices 
and  the  absence  of  state  income  and 
estate  taxes,  fust  west  of  Las  Vegas, 
Del  Webb  Corp.  is  building  a  5,500- 
home  retirement  community  called 
Sun  City  Summerlin,  where  sage- 
brush, mesquite  and  rattlesnakes  are 
giving  way  to  roads,  artificial  lakes 
and  palm-lined  golf  courses. 

Del  Webb's  development  is  dwarfed 
by  one  planned  by  Summa  Corp., 
Howard  Hughes'  old  company.  Sum- 
ma is  developing  25,000  acres  be- 
tween Las  Vegas  and  the  Red  Rock 
area,  18  miles  to  the  west.  Summa 
President  John  Goolsby  says  the  area 
could  ultimately  be  home  to  a  quarter 
of  a  million  people.  Hughes  acquired 
the  land  in  the  1950s  for  a  few  dollars 
an   acre.   Today   land   adjoining  the 


property  is  selling  for  $10,000  and  up. 

Predictably,  not  everyone  is  happy 
about  all  this  development.  Old-tim- 
ers grouse  about  the  traffic.  Environ- 
mentalists fret  that  new  lawns,  golf 
courses  and  man-made  lakes  waste 
precious  water  and  have  raised  the 
area's  humidity,  making  the  100-plus- 
degree  summer  days  seem  even  hot- 
ter. Experts  say  the  Las  Vegas  area  has 
enough  water  to  support  1  million 
people,  but,  as  noted,  that  number  is 
little  more  than  a  decade  away. 

To  broaden  an  economy  based  on 
gaming  and  retirees,  Las  Vegas  is 
courting  new  business.  The  nonprofit 
Nevada  Development  Authority  is 
touting  southern  Nevada  and  the 
state's  laid-back  regulatory  climate 
and  lack  of  an  inventory  tax.  But  Ve- 
gas isn't  seeking  smokestack  indus- 
tries or  heavy  water  users.  Its  biggest 
catch  so  far:  Citicorp,  which  moved 
its  western  regional  credit  card  pro- 
cessing operations — and  1,000  jobs — 
to  Vegas  over  the  past  four  years. 

What  could  go  wrong?  An  econom- 
ic slowdown  or  downturn  just  as  all 
the  new  casino  and  hotel  capacity 
comes  on  in  1990-92.  "The  Las  Vegas 
economy  wasn't  recession-resistant 
in  the  early  Eighties,"  recalls  Peter 
Thomas,  president  of  $2.2  billion  (as- 
sets) Valley  Bank  of  Nevada.  "The 
town  was  in  an  expansion  phase  at  the 
time,  and  while  growth  didn't  go  neg- 
ative, some  hotels  went  under."  Be- 
tween 1983  and  1987  visitor  growth 
averaged  over  6%  a  year,  a  number 
that  will  be  hard  to  sustain. 

A  few  casino  executives  worry  pri- 
vately that  the  new  capacity  could 
touch  off  a  withering  room  war,  with 
lower  room  rates  and  sharply  higher 
marketing  and  promotion  costs  all 
around.  Not  the  ever-ebullient  Steve 
Wynn.  "If  you  expect  us  to  be  objec- 
tive about  expansion,"  he  says, 
"you've  come  to  the  wrong  place." 
Yet  to  meet  the  interest  expenses  on 
the  Golden  Nugget's  more  than  $550 
million  debt,  Wynn  must  generate 
among  the  highest  cash  flows  per 
square  foot  in  the  gaming  industry. 

Maybe  he  can.  "The  majority  of  the 
people  who  visit  this  town  will  have 
to  go  to  Wynn's  property  because  it's 
the  biggest  and  newest,"  says  Charles 
Ruthe,  president  of  the  Boyd  Group, 
which  owns  the  Stardust  and  four  oth- 
er casino-hotels.  "Like  the  Taj  Majal 
in  Atlantic  City,  everyone  will  have 
to  see — at  least  once — how  one 
damned  fool  spent  $1  billion." 

The  supply  of  damned  fools  is  not 
endless  and,  as  gamblers  know,  all 
winning  streaks  come  to  an  end.  But 
you  would  never  know  it  in  Vegas 
these  days.  ■ 
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Special  Advertising  Supplement 


I VE   STYLE 


EAU   DE  TOILETTE 
CONCENTREE 


at  Neiman  Marcus 


INTRODUCING 


POUR  MONSIEUR 

A  SOPHISTICATED,  UNDERSTATED  FRAGRANCE  FOR  MEN. 
MODERN.  MASCULINE.  DEFINITELY  FRENCH. 
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By  Michael  Alexander 

President  John  F.  Kennedy  changed 
more  than  the  political  landscape,  he 
changed  the  fashion  landscape,  as  well. 
He  refused  to  wear  a  hat,  thereby  ruining 
a  thriving  industry,  but  he  also  led  the 
way  into  a  new  frontier  of  fashion  heavily 


influenced  from  across  the  Atlantic. 

As  a  young  man  at  Choate  and  Har- 
vard, he  had,  of  course,  adopted  what 
might  be  called  the  J.  Press — Brooks 
Brothers  —  Eastern  Establishment  look; 
however,  exposure  to  British  tailoring 
while  his  father  was  ambassador  to  the 
Court  of  St.  James  had  subtly  affected 


his  ideas  of  how  to  dress.  By  the  time  he 
was  elected  to  the  White  House,  he  was 
more  Savile  Row — Jermyn  Street  than 
Ivy  League:  tailored  two-button,  form- 
fitting  suits;  shirts  with  straight,  short  col- 
lars, somber  and  rather  colorless  neck- 
wear. 

By  the  mid-sixties  the  Eastern  Es- 
tablishment look  was  beginning  to  give 
way  to  the  new  sartorial  currents  in  the 
air.  As  more  and  more  Americans  traveled 
to  Europe,  they  began  to  appreciate  the 
more  relaxed,  more  casual  dress  favored 
by  the  English  and  particularly  by  the 
Italians.  An  American  men's  fashion  ex- 
pert enthusiastically  endorsed  what  he 
dubbed  "the  X  look,  which  shapes  the 
bodv  lines  to  give  a  gentleman  a  leaner 
silhouette,"  as  opposed  to  the  roomier, 
slightly  boxy  look  of  American  off-the- 
rack  men's  suits. 

Americans  discovered  Jermyn 
Street — they  already  knew  about  Savile 
Row  but  few,  unlike  President  Kenne- 
dy, had  the  temerity  to  wear  English- 
tailored  suits.  One  who  did  was  the 
humorist  Al  Capp,  who  thundered  in,  of 
all  publications,  the  Saturday  Evening 
Post,  why  he  was  opting  for  a  hard-wear- 
ing English  suit  over  anything  Brooks 
could  offer  him.  On  Jermyn  Street,  that 
delicious,  tempting,  narrow  thorough- 
fare that  threads  between  St.  James's  and 
the  1  lavmarket,  were — and  still  con- 
spicuously are — the  great  English  shirt- 
makers,  beginning  w  ith  the  excessively 
patronized  Turnbull  &  Asser,  that  were 

At  the  Harborplace,  the  exec 

uses  his  MasterCard  for  business 

expenses,  his  MasterCard  Gold  Card 

at  the  hotel's  upscale  Gallery 

Shops.  Pen  by  Mont  Blanc. 


Arriving  in  his  Lincoln-Mercury  Mark  VII,  Bill  Blass  series, 

our  business  executive  checks  In  at  the 

Stouffer  Harborplace  Hotel,  Baltimore's  newest  luxury  hotel 

located  right  on  the  Inner  Harbor.  The  porter  carries  the  exec's 

new  Hartmann  Ridge  Twill  bag  with  full-grain  leather  trim. 


Hartmann  Tradition... 
the  shape  of  things  to  come. 


Handcrafted  since  1877. ' 


Hartmann  Ridge  Twill.™  A  brand  new  look  created  within  our  longstanding  tradition  of 

quality.  Elegantly  handcrafted  in  durable  100%  nylon  Ridge  Twill,  specially  treated  with  TEFLON* 

to  repel  dirt,  grease  and  stains.  The  garment  bag  features  our  patented  Grip  Lock  System,™ 

ideally  suited  for  most  hangers.  All  styles  have  full  grain  leather  trim  and  our  unique 

Comfort  Carry™  strap.  Available  in  taupe  with  rich  cognac  trim,  or  black  with  handsome 

black  trim.  Hartmann  Ridge  Twill.  New  designs  in  lasting  luxury. 


Send  lor  a  list  ol  your  nearesj  Harlmann  dealers.  Depl  10160  Hartmann  Or  ,  Lebanon.  Tennessee  37087       c  1988  Hartmann  Luggage 


Du  Pont  TEFLON  '  ..,„  &  >!.,.  repelkr 
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to  exert  a  tremendous  influence  on 
men's  wear  in  the  coming  years. 

In  1963,  the  men's  fashion  magazines 
were  already  describing  shirts  with  strong 
patterns  and  bold  stripes,  stripings  and 
cross  hatches.  The  coming  colors,  it  was 
reported,  would  be  deep  blues  and 
reds — away  with  those  pale,  solid  Ameri- 
can colors.  Collar  points  would  be  long- 
er— 3  3/8  inches.  The  aim  was  to  achieve  a 
well-dressed  look  with  comfort  added. 
By  the  mid-sixties,  then,  American  exec- 
utive dress  was  ripe  for  more  than  a  little 
change. 

American  businessmen  are  full  of 
paradoxes,  sartorially  speaking.  They  can 
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be  individualistic  to  a  fault,  yet  properly 
conservative,  each  of  them,  in  dress 
code — more  than  one  sharp-eyed  Euro- 
pean observer  has  faulted  the  herd  instinct 
in  men's  dress.  Slowly,  gradually  they 
have  yielded  to  changing  fashions  in  the 
past  quarter-century,  influenced  and 
abetted  by  the  spirited  look  that  young 
executives,  with  their  diet  and  exercise 
obsessions,  now  overwhelmingly  favor. 
What  has  had  the  most  pronounced 
influence  on  male  business  dress,  howev- 
er, was  the  introduction  of  the  designer 
label.  Pierre  Cardin  started  it  all  in  1964. 
Today  there  are  hundreds  of  designer 
brand  names,  predominantly  in  the  U.S., 


The  exec's  business  look  Is 

enhanced  by  his  Impeccable  tie 

from  the  fall  Chanel  Men's 

Neckwear  Collection. 

Shoes  by  Bally. 

Europe  and  Japan. 

Indeed  their  names  are  household 
words:  Ralph  Lauren,  Alexander  Julian, 
Giorgio  Armani,  Norman  Hilton,  Yves 
Saint  Laurent,  Christian  Dior,  Perry  El 
lis,  Valentino,  Bill  Blass,  Pierre  Bal- 
main.  The  names  come  tripping  to  the  lip: 
like  those  of  sports  figures  and  rock 
stars — they  are  equally  famous  and  just  a: 
well,  or  even  better,  remunerated. 
They  are  celebrities  (as  was  Perry  Ellis 
before  his  untimely  death)  in  their  own 
right — eagerly  sought  after,  cossetted, 
flattered.  Ralph  Lauren,  in  brilliantly 
and  vividly  marketing  his  Polo  label  and 
image,  brought  the  traditional  Brooks 
Brothers  look  a  notch  or  two  upscale  and 
has  become  universally  recognized.  He 
is  male  all  the  way  without  the  machismo 
His  clothing  has  joined  the  ranks  of  the 
three  all-time  bestselling  American-mad' 
products  sold  abroad:  the  BVD,  the 
Singer  sewing  machine  and  the  ubiqui 
tous  Coke. 

While  changes  in  fibers,  manufac- 
turing and  retailing  helped  revolutionize 
men's  fashions,  it  is  in  the  realm  of  style 
changes  that  we  have  come  a  long,  long 
way.  American  style  has  definitely  tak- 
en on  a  more  international  look,  influ- 
enced, as  noted  above,  by  strong-mind- 
ed English,  Erench  and  Italian  designers 
The  English  and  Continental  looks  have 

He's  always  on  time  with  his  classic 

Audemars  Plguet  18-karat 

automatic  Day-Date  Moon  Phase 

strap  wrlstwatch.  He  keeps  fresh 

with  Chanel's  Pour  Monsieur. 
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Stouffer  Harborplace  Hotel 
is  Baltimore's  newest  and 
most  unique  hotel,  part  of 
the  exeiting  Gallery  at 
Harborplace.  And  we're 
ready  to  serve  you  with 
the  ultimate  in  luxury  and 
personal  services. 

Facilities  and  amenities 
are  first-class.  Deluxe 
rooms  and  spacious  suites. 
Exclusive  Club  Level  with 
private  lounge  and  con- 
cierge services.  Windows, 
an  elegant,  distinctive 
restaurant/lounge.  Indoor 
pool  and  health  club. 
Complimentary  coffee  and 
newspaper  with  your 
wake-up  call.  And  24-hour 
room  service.  We  also  offer 
meeting  facilities  of  the 
highest  caliber  for  groups 
of  all  sizes. 

Make  your  next  stay  -  or 
meeting  -  in  Baltimore  the 
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Harborplace  Hotel, 
202  East  Pratt  Street, 
Baltimore,  MD  21202. 
Phone:  (301)  547-1200. 
Or  call  vour  travel  agent  or 
1800- HOTELS  1. 


STOUFFER 
HARBORPLACE  HOTEL 

c  1 988  Stouffer  Hotel  Company 
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gradually  insinuated  themselves  into  ex- 
ecutive dress.  Style  is  more  sophisticat- 
ed, thanks  especially  to  the  Italians,  with 
their  easier  jackets  and  trousers,  their ' 
smooth-flowing  silhouettes  in  both  busi- 
ness and  sportswear,  their  more  pro- 
nounced accessories.  The  double-breast- 
ed suit  has  made  a  steady,  sure  come- 
back, for  example,  and  even  businessmen 
pronouncedly  under  six  feet  tall  are  be- 
ginning to  look  cheerfully  comfortable  in 
them.  And  what  young  businessman 
isn't  wearing  suspenders,  bright  and  bold, 
today? 

The  three-button  suit,  the  staple  of 
the  sixties,  is  making  a  slow,  steady  come- 
back, too.  Trousers  have  increased  in 
width  by  a  good  2  inches,  and  more  and 
more  men  are  following  the  fashion 
trend  and  wearing  their  trousers  pleated. 
Color  is  everywhere — in  sweaters, 
socks,  neckties.  And  especially  in  shirts, 
whether  button-down,  striped,  nar- 
row, or  medium-wide  (that  English  influ- 
ence), color  is  the  rage.  Even  Brooks 
Brothers  sells  a  purple-striped  button- 
down  shirt — unthinkable  25  years  ago. 
White-collared  shirts  with  solid  or  striped 
body  fronts,  also  unthinkable  25  years 
ago  in  the  boardroom,  are  ubiquitous,  on 
Main  Street  as  well  as  Wall  Street.  Yel- 
low and  red  and  pink  ties,  w  ith  minuscule 
patterns,  worn  with  blue-and-white 


striped  shirts,  plain  or  button-down  col- 
lars, have  been  as  common  as  raisins  in  a 
muffin  since  their  introduction  into  men's 
wear  three  years  ago.  Aging  yuppies 
stili  insist  on  calling  the  combination  a 
"power  look." 

As  more  and  more  executive  types 
opted  for  French  cuffs,  the  rage  for  indi- 
vidualized cuff  links  began  and  shows 
no  signs  of  abating.  Many  executives  view 
their  cufflinks  as  a  form  of  personal 
statement,  and  one  can  often  judge  a  bu- 
sinessman's character  by  the  shape, 
size,  color  and  design  of  his  cuff  links. 
Also  making  comebacks  in  fashion  are 
tab  collars  (the  Tom  Wolfe  dandified  ef- 
fect), topcoats  and  the  lordly  velvet-col- 
lar Chesterfield,  the  frock  coat  par  excel- 
lence. 

Twenty-five  years  ago,  the  blazer 
was  considered  a  part  of  the  Easterner's 
selective  country  wardrobe.  Almost  ev- 
eryone has  two  today,  one  lightweight  tor 
spring  and  summer,  and  one  medium 
weight  for  the  fall  and  winter  months. 
Except  for  diehard,  old-fashioned  firms 
where  wearing  a  suit  to  the  office  is  de 
rigueur,  most  businesses  today  acknowl- 
edge the  blazer-gray  pants  combination  as 
acceptable  apparel.  And  the  endless 
variations  of  shirts  and  ties  worn  with  the 
blazer  have  practically  created  a  new 
fashion  look. 


How  the  world's  #1  gold  card 

can  make  a  difference  when  your  rental  car 

runs  into  trouble  in  the  Rockies. 


Master  Rental'* 

One  loose  stone  on  .1 
mountain  road  can  put 
moYe  than  a  dent  in  your 
travel  expenses  But 
when  the  going  gets  rocky, 
the  Gold  MasterCard" 
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Choose  The  Gold  Card  That  Makes  A  Difference 

itlen  by  BCS  Insurance  Company  in  the  slate  of  Texas  dba  Medical  Indemnity  ol 
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One  highly  regarded  fashion  expert 
points  out  that  men's  fashions  have  bee 
moving,  ironically,  in  two  opposite  di- 
rections. On  the  one  hand,  there  has  be 
a  conspicuous  and  defined  "return  to 
elegance"  going  back  to  the  thirties,  wh<| 
chalk-striped  double-breasted  suits, 
Macclesfield  woven  ties  and  spread  coll 
shirts  were  considered  the  height  of 
fashion.  Given  the  profusion  of  off-the 
rack  and  designer  label  choices  today, 
not  to  mention  the  overwhelming  choic 
in  men's  haberdashery,  it's  difficult  to 
conceive  of  any  business  executive  look 
ing  square  (to  use  a  sixties  pejorative)  or 
ill-suited  (to  use  a  proper  pun),  or  being 
anything  less  than,  as  the  popular  sav- 
ing has  it,  "dressed  for  success." 

But  outside  the  major  cities  one  is 
likely  to  be  aware  of  another  phenome- 
non: the  widespread  use  of  casual  wear, 
jeans,  running  shoes,  sneakers.  Suits  an 
not  worn  nearly  so  much  as  25  years 
ago.  Sports  jackets  and  odd  pants  seem  t 
be  the  daily  dress  costume.  Jogging 
suits,  safari  jackets,  khakis  arc  part  of  th 
democratic  look  outside  the  towering 
office  blocks. 

Yet  the  classic  executive  look  pre- 
vails where  it  counts.  For  this  fall's  look  i 
what  one  men's  fashion  magazine  (GQ) 
calls  "executive  action,"  four  conservative 
and  proper  suits  are  proposed:  a  black 
and-white  mini-check,  a  two-button  "ser 
ious"  chalk  stripe,  a  navy  double- 
breasted  worsted-wool  suit  and  a  two- 
button  worsted  glen  plaid.  We  are 
witnessing  what  one  men's  clothes  manu 
facturer  heralds  as  "the  American  look" 
easy  lines,  soft  silhouettes,  subtle  colon 
textures  in  the  materials,  a  comfortable 
look — in  short,  casual  elegance.  1  he 
foundation  Ivy  Ixague  look  of  the  six- 
ties has  been  affected  by  subtle  but  effec- 
tive changes  in  hues  and  colors  as  well  as 
in  fashion  styling  and  shape.  Fabrics  sucf 
as  cotton,  linen,  superfine  lightweight 
worsted,  tissue-weight  saxonies  are  now 
the  preferred  choices.  The  influence  of 
Furope,  above  all  the  bravura,  persistent 
Italian  influence,  remains  strong  and 
unchallengeable:  1  he  best  in  American 
clothes  is  stamped  with  a  soft  and  ap- 
pealing tailor-made  look.  Men  have  never 
looked  or  dressed  better. 

And  25  years  later,  still  no  butter- 
scotch, brass,  or  deep  Bermuda  blues  on 
the  horizon. ■ 


Michael  Alexander  is  a  freelance  writer  based 
in  rVeto  )ork. 


All  photographs  shot  on  location  at  the 

Stouffer  Harborplace  Hotel,  Baltimore,  Maryland. 
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STRADIVARIUS.  What  a  fiddle  should  be. 


The  performance  of  a  luxury  car  should  be  stirring.  It  should  be  to 
ordinary  transportation  what  a  Stradivarius  is  to  a  common  fiddle  Such 
a  performance  awaits  in  the  Lincoln  Mark  VII LSC.  The  acceleration  of 
its  225 -horsepower  V-8  is  invigorating,  the  handling  of  its  air  suspension 
taut  and  responsive.  And  with  standard  anti-lock  brakes,  LSC  is  no  less 
responsive  when  it  comes  to  stopping.  For  more  information,  call 
1  800  822-9292.  Or  visit  a  Lincoln  dealer,  where  one  drive  will  demon- 
strate why  a  lot  of  other  luxury  cars  are  just  ordinary  transportation.  And 
why  the  Lincoln  Mark  VH  LSC  is  exactly  what  a  luxury  car  should  be. 


LINCOLN.  What  a  luxury  car  should  be 
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Today  one  watch  reigns  supreme. 


Royal  Oak  ultra-thin  movement  for  ladies  and  men:  in  I8K  gold  {diamonds  if  the  lady  prefers), 
18K  gold  and  steel  or  all  steel.  Royal  Oak  Perpetual  Calendar,  mechanically  programmed  to  the  year  2100. 


The  Royal  Oak. 


z 
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As  no  other  watch,  it  symbolizes  the  ex- 
clusivity of  Audemars  Piguet;  an  exclusivity 
dating  back  to  1875. 

Historic  in  concept,  the  inspiration  for  the 
Royal  Oak  stems  from  King  Charles  II  who 
took  refuge  in  the  hollow  trunk  of  a  magni- 
ficent oak. 

Historic  in  acceptance,  the  Royal  Oak  is 
internationally  recognized  in  selective  com- 
pany by  only  those  familiar  with  its  distincti- 
ve bezel,  locked  in  by  eight  hexagonal  bolts. 

Typically  Swiss,  the  case  and  bracelet  are 
brushed  and  buffed  to  a  majestic  satin  finish; 


the  movement  is  painstakingly  adjusted,  ob- 
served and  readjusted,  then  patiently  regu- 
lated in  five  different  positions. 

No  private  kingdom  should  be  without 
The  Royal  Oak;  created  by  the  master  watch- 
makers at  Audemars  Piguet  for  both  noble 
men  and  noble  ladies. 


Memars  Piguet 

The  most  exclusive  watch. 


Found  only  at  the  most  exclusive  jewelers.  For  catalog,  send  $5  to  Audemars  Piguet.  350  Fifth  Avenue  NYC  10118 


He  made  a  fortune  in  real  estate,  a  second 
one  in  publishing.  Where  will  young  Rich- 
ard Bernstein  strike  next? 

"The  herd  is 
always  wrong" 


By  Subrata  If.  Chakravarty 

I  HAVE  A  LARGE  DOSE  of  Self-COnfi- 
dence,"  says  Richard  A.  Bernstein, 
42,  chairman  and  chief  executive 
of  Western  Publishing  Group,  Inc. 
Brash,  others  might  say,  but  the  fact  is 
that  Bernstein  has  come  a  long  way  on 
sheer  brass. 

Twenty  years  ago  the  Brooklyn- 
bom  Bernstein  graduated  from  New 
York  University  and,  after  a  short, 
unsuccessful  stint  as  a  commercial 
real  estate  broker  in  New  York,  head- 
ed for  Maryland.  Why  Maryland?  "I 
thought  the  big  boys  in  New  York 
would  chew  me  up,"  he  says.  "It's 
easier  to  play  Boston  than  Broadway." 

His  only  assets,  Bernstein  says, 
were  his  chutzpah — gall — and  a  1962 
Chevrolet.  Since  then  he  has  amassed 
fortunes  in  completely  different  busi- 
nesses. Each  time  he  has  done  so  by 
bucking  the  crowd.  "You  don't  have 
to  be  real  smart,"  he  says,  "because 
the  herd  is  always  wrong." 

If  Bernstein  failed  as  a  broker,  it  was 
for  want  of  experience  and  contacts, 
not  nerve.  Despite  that  failure,  he 
talked  a  group  of  small  investors  into 
giving  him  the  money  to  buy  a  garden 
apartment  house  in  Gaithersburg, 
Md.  He  agreed  to  manage  the  building 
at  cose  in  exchange  for  a  piece  of  the 
partnership.  From  that  deal  he  pro- 
gressed to  other  syndications  in  Be- 
thesda,  Md.,  Alexandria,  Va.  and  At- 
lanta. Relatively  small  deals  but  good 
learning  experience  and  a  reinforce- 
ment for  his  cockiness. 

Bernstein  made  his  first  fortune  by 
bucking  conventional  wisdom  in 
New  York  City  real  estate.  Between 
1974  and  1976  the  prudent  were  flee- 
ing New  York's  fiscal  crisis.  Manhat- 
tan real  estate?  Forget  it.  Some  30 
million  square  feet  of  office  space  lay 
vacant.  Shrewdly  seeing  the  values 


and  raising  money  through  banks  and 
other  institutions,  Bernstein  became 
one  of  the  most  active  purchasers  of 
New  York  commercial  real  estate.  He 
accumulated  about  a  dozen  buildings 
in  the  heart  of  Manhattan  at  rock- 
bottom  prices.  They  included  such 
well-known  properties  as  the  Colum- 
bia Pictures  Building  on  Fifth  Avenue, 
the  Marine  Midland  Building  on  Park 
Avenue  and  the  Newsweek  Building 


on  Madison  Avenue.  Bernstein  paid 
an  average  of  $40  per  square  foot;  to- 
day similar  buildings  go  for  $300  per 
square  foot. 

By  1981,  however,  Bernstein  had 
become  uneasy  about  the  speculative 
frenzy  sweeping  the  real  estate  mar- 
kets, particularly  in  New  York.  "The 
buyers  of  investment-grade  real  estate 
were  seeking  yields  that  were  lower 
than  what  mortgage  financing  was," 
he  recalls.  So  he  began  cashing  out  at 
huge  profits.  Today  he  owns  only  the 
Newsweek  Building  and  office  build- 
ings in  Bethesda  and  Alexandria. 

Bernstein  began  looking  for  new 
worlds  to  conquer.  For  three  years  he 
hounded  investment  bankers  to  find 
him  a  company  to  buy.  "A  real  estate 
guy  with  some  coin  of  the  realm  in  his 
pocket  did  not  have  instant  credibil- 
ity in  terms  of  being  shown  transac- 
tions," he  recalls. 

Eventually,  Goldman,  Sachs 
brought  him  Western  Publishing. 
Western  had  been  owned  by  Mattel, 
the  toymaker,  since  1979.  Desperate 
to  raise  cash  when  it  ran  into  financial 
trouble,  Mattel  had  put  Western  on 
the  block.  Goldman,  Sachs  had  been 
shopping  it  around  for  months  with 
no  success.  Goldman,  says  Bernstein, 


Maggie  O  Bryan 


Richard  A.  Bernstein,  chairman  of  Western  Publishing  Group 
Even  coin  of  the  realm,  didn't  guarantee  instant  credibility. 
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In  the  Antarctic, scientists  use  their  Murata  fax  to  move  information  back  and  forth  to  headquarters  ill 
Cambridge,  England.  Fifteen  years  ago  Murata  was  a  pioneer  in  the  fax  market.  Today  we're  a  leader  withi 


ialkn,caM-800-543-l  (as  and  outside  the  I  'S.,(214)  392-1622 


£ 


AREA  SNO-CAT, THREE  DOG  SLEDS 
AND  A  MURATA  FAX  MACHINE. 


omplete  line  of  feature  packed,  easy-to-use  fax  machines.  They're  extraordinarily 
^liable,  too.  Which  is  critical,  even  if  your  office  isn't  in  the  middle  of  nowhere.        /< 
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ItHasBrilliance 

Written 

AllOverL 


Nothing  makes  a  bright 
idea  stand  out  like  a  brilliant 
sheet  of  paper.  So,  for  the  sharp- 
ness and  contrast  that  gets  your 
message  noticed  and  your  point 
across,  get  Mead  Moistrite.® 
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'  Business  Papers 

fbr  A  Better  Image. 

Mead  Fine  Paper /Courthouse  PU^i/Dayton.  Ohio  45463 


Small 

colleges 

can  help 

you  make 

Just  ask:  Ronald  Reagan, 
President  of  the  United  States. 
Eureka  College,  IL;  Pierson 
Mapes,  President.  NBC 
Television  Network,  Norwich 
University.  VT;  William  G. 
Bowen,  President,  The  Andrew 
W.  Mellon  Foundation.  Denlson 
University.  OH;  Red  Johnson. 
Senior  Vice  President.  Kidder 
PeahodyftCa.MilUkln 
University,  IL. 

A  small  college  can  help  you  to 
make  it  big,  too.  lb  learn  more  about 
snail  independent  colleges,  write  for 
our  free  booklet  Send  your  name  and 
addn«s  to  Council  of  Independent 
Colleges.  Suite  320P.  One  Dupont 
Cir.  le  Washington.  DC.  20036. 
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"felt  they  got  rid  of  two  pains:  the 
company  they  were  out  to  sell  and 
this  guy  who  kept  calling." 

The  publishers  to  whom  Western 
had  been  offered  were  interested  in 
Western's  Golden  Book  franchise,  the 
nation's  largest  publisher  and  distrib- 
utor of  books  for  children,  but  not  if 
they  also  had  to  take  Western's  print- 
ing business,  which  constituted  40% 
of  its  sales. 

"To  a  book  publisher,  printing  is  a 
necessary  evil,  but  it's  not  a  business 
you  want  to  be  in,"  Bernstein  ex- 
plains. "You  contract  for  printing.  I 
was  ignorant  enough  not  to  know  the 
di.rerence.  I  didn't  know  how  things 
were  done,  so  I  had  a  great  advantage. 
Ignorance  was  bliss."  Bernstein 
bought  the  company  for  SI 00  million 
(including  assumed  debt).  About  $5 
million  was  his  own  money. 

Bernstein  soon  found  that  having  a 
printing  business  was  actually  an  ad- 
vantage. It  gave  Western  flexibility 
that  competitors  didn't  have.  While 
about  half  the  Golden  Book  titles  are 
traditional  books  that  sell  steadily, 
half  are  licensed  characters — Princess 
of  Power,  Pound  Puppies — that  are 
shorter-lived.  "A  competitor,  in  order 
to  take  those  licenses,  has  to  take 
inventory  positions  in  them,  and 
those  that  don't  pan  out,  he  eats," 
Bernstein  says.  "We  take  much  small- 
er positions  and,  as  the  market  devel- 
ops, we  can  supply  it  because  we  con- 
trol the  means  of  production." 

A  recent  example:  Roger  Rabbit, 
the  hero/goat  of  the  Disney-Spielberg 
movie  Who  FrarAed  Roger  Rabbit.  West- 
ern has  the  rights  for  Roger  Rabbit 
books.  Now  that  the  film  is  a  hit, 
Western  has  cranked  up  production  to 
meet  strong  demand.  Without  its 
printing  business,  it  would  have  had 
to  make  its  bet  early  and  take  a 
chance  on  being  stuck  with  a  dud  or 
be  short  on  supply. 

Bernstein  looked  for  a  way  to  cut 
costs  after  taking  over.  He  discovered 
that  cutting  labor  costs  wasn't  the 
answer.  "A  misnomer  about  printing 
is  that  it  is  a  labor-intensive  busi- 
ness," he  says.  "It  isn't."  In  printing, 
be  viys,  only  10%  of  the  cost  is  labor. 
Around  65%  is  material.  A  1%  im- 
provement in  material  yield  is  worth 
far  more  than  a  1%  reduction  in  labor 
costs.  He  invested  in  more  efficient 
machines  that  reduced  wastage. 

The  reduction  in  costs  allowed  him 
to  correct  a  mistake  that  Mattel  had 
made.  Having  a  dominant  franchise — 
Golden  Book  has  between  20%  and 
40%  market  shares  in  its  categories — 
and  needing  money,  Mattel  jacked  up 
prices  to  increase  margins.  That 
caused  consumer  resistance  and  at- 


tracted competition.  Bernstein's  cost- 
cutting  allowed  him  to  absorb  most  of 
the  subsequent  material  cost  in- 
creases, buy  back  market  share  and 
increase  margins  anyway. 

To  keep  growing,  Bernstein  added  a 
number  of  products.  Larger  and  bet- 
ter-quality books  were  added  at  high- 
er price  points,  for  example.  Bernstein 
also  added  new  lines  of  books  like  the 
Golden  Step  Ahead  Learning  and 
Learn  About  Living  series.  He  ac- 
quired licenses  from  toy  companies 
such  as  Hasbro  and  Tonka,  which  had 
been  reluctant  to  license  Western 
when  it  was  owned  by  a  rival  toy 
company.  He  added  videotapes  based 
on  Golden  Book  characters  like  the 
Poky  Little  Puppy  and  the  Saggy  Bag- 
gy Elephant.  Three  years  ago  Bern- 
stein began  a  line  of  book  and  tape 
combinations.  This  year  Western  says 

"To  a  book,  publisher, 
printing  is  a  necessary  evil, 
but  it's  not  a  business  you 
want  to  be  in.  You  contract 
for  printing.  I  was  ignorant 
enough  not  to  know  the 
difference.  I  didn't  know 
how  things  were  done,  so  I 
had  a  great  advantage. 
Ignorance  was  bliss." 

it  has  caught  up  with  Disney  as  the 
largest  player  in  book-tape  combina- 
tions. Disney  disputes  the  claim. 

On  the  printing  side,  Western  with- 
drew from  the  low-margin  paperback 
book  printing  business  and  moved 
into  what  Bernstein  calls  sponsored 
publishing.  Western  develops  promo- 
tional packages  of  storybooks  in- 
scribed with  the  logos  of  companies 
like  Shoney's,  Burger  King  and  others. 
The  packages  are  then  used  as  promo- 
tional items. 

A  key  decision  was  in  the  area  of 
games.  Western  is  the  largest  printer 
of  such  generic  games  as  chess  and 
checkers.  Bernstein  decided  the  com- 
pany should  develop  some  proprietary 
games  as  well.  It  therefore  created 
trivia  games  based  on  sports  such  as 
football  and  baseball,  and  on  televi- 
sion shows  like  Star  Trek  and  MASH  It 
also  helped  set  up  a  game  company 
called  the  Games  Gang,  Ltd.,  a  piece 
of  which  it  owns. 

One  of  the  Games  Gang's  initial 
efforts  is  a  home  run.  Pictionary — a 
board  game  similar  to  charades — was 
the  nation's  hottest  board  game  last 
year.  Western  does  all  the  printing 
and  marketing  of  the  game  and  owns 
50%  of  Pictionary  itself.  Robert  W. 
Baird  &  Co.  analyst  Judith  Scott  esti- 
mates that  Pictionary  accounted  for 
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BellSouth  is 

growing  by  design. 


BellSouth 's  telephone  operating 
companies,  Southern  Bell  and 
South  Central  Bell,  continue  to 
offer  new  products  and  services 
to  an  expanding  customer  base 
of  over  14  million. 

At  the  same  time,  BellSouth 
is  committed  to  developing  new 
businesses  that  are  a  natural 
outgrowth  of  BellSouth  'stele- 
communications  expertise. 

On  January  1,1986,  BellSouth 
Enterprises  was  formed.  Its 
purpose:  To  direct  all  BellSouth 
subsidiaries  in  businesses 
other  than  regulated  telephone 
services. 

Today  BellSouth  Enterprises 
consists  of  three  groups  com- 
prising a  rapidly  growing  num- 
ber of  companies  and  joint 
ventures  throughout  the  U.S. 
and  around  the  world. 


A  Leader  In  Directory 
Advertising  And  Publishing 

The  companies  of  the 
BellSouth  Advertising  and 
Publishing  Group  include  the 
leading  publisher  of  traditional 
and  specialized  directories.  In 
addition,  these  vertically  inte- 
grated companies  offer  exper- 
tise in  advertising  sales,  compu- 
ter-based pre-press  production 
and  photocomposition,  graph- 
ics, printing  and  binding. 

Helping  Companies 
To  Manage  Information 

The  BellSouth  Communica- 
tions Systems  Group  markets 
products  and  services  that 
keep  BellSouth  in  the  forefront  of 
the  telecommunications  indus- 
try. Throughout  the  U.S.  and 
Europe,  the  Group  offers  a 


range  Of  prod  UCtS  from  Office  c,em  p<"<°n,  BellSouth  Enterprises  Vice 

„.  ,i„ t.- ,__    ■    __4t_ President  — Planning  and  Development, 

automation  equipment  to  com-      oullines  some  areas  ,*  which  Bellsouth  is 

pUter  leasing  and  maintenance.       developing  new  businesses  that  are  a 

natural  outgrowth  of  the  company's 
V  AmTk  telecommunications  expertise. 

Booming  Cellular  Market 

The  companies  of  the  BellSouth 
Mobile  Systems/International 
Group  focus  primarily  on  the 
rapidly  growing  mobile  telephone 
market.  Already  in  many  major 
American  cities,  they  are  quickly 
penetrating  markets  in  England, 
Western  Europe  and  Australia. 

Intheyearstocome,  BellSouth 
Enterprises  will  continue  to  play 
an  important  role  in  BellSouth 's 
commitment  to  maintain  high 
service  standards,  emphasize 
telecommunications,  and  pur- 
sue orderly  corporate  growth. 
With  such  a  strategy,  it's  no  won-      mm^m  ■  r\s"\i  t-t-t 
derthefuturelookssoexciting.       BELLSOUTH 


SOUTH  CENTRAL  BELL  •  SOUTHERN  BELL 
BELLSOUTH  SERVICES 

BELLSOUTH  ENTERPRISES 

COMMUNICATIONS  SYSTEMS  GROUP 

BellSouth  Advanced  Systems  • 

BellSouth  Government  Systems  •  BellSouth 

Systems  Technology"  Dataserv,  Inc 

"  Universal  Communications  Systems 

MOBIL£  SYSTEMS/INTERNATIONAL  GROUP 

BellSouth  Mobility  •  BellSouth  International 
•  Amencan  Cellular  Communications 

•  Link  Telecommunications 

ADVERTISING  AND  PUBLISHING  GROUP 

BellSouth  Advertising  &  Publishing  Corporation  • 

LM  Berry  and  Company  •  BellSouth  Information 

Systems  'Stevens  Graphics  •TechSouth  inc 

OTHER  COMPANIES 

BellSouth  Advanced  Networks 

•  BellSouth  Educational  Services 
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Shaping  the  future  of  teleconimunications.>- 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Offering  Memorandum. 


ID 


New  Issue  /  August  31 , 1 988 

US$200,000,000 


theToronto-Dominion  bank 

New  York  Branch 
10.20%  Subordinated  Notes  due  1998 


Price  99.85%  and  accrued  interest,  if  any,  from  September  15, 1988 


Copies  of  the  Offering  Memorandum  may  be  obtained  in  any  State  in  which  this 

announcement  is  circulated  only  from  such  of  the  undersigned 

as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 

The  First  Boston  Corporation 

Goldman,  Sachs  &  Co. 

Merrill  Lynch  Capital  Markets 

UBS  Securities  Inc. 

Morgan  Stanley  &  Co.  Nomura  Securities  International,  Inc. 

Incorporated 

Shearson  Lehman  Hutton  Inc.  Bear,  Stearns  &  Co.  Inc. 

Daiwa  Securities  America  Inc.      Kidder,  Peabody  &  Co.      The  Nikko  Securities  Co. 

Incorporated  International,  Inc. 

PaineWebber  Incorporated  Prudential-Bache  Capital  Funding 

Dean  Witter  Capital  Markets  Yamaichi  International  (America),  Inc. 


around  $60  million  of  Western's  reve- 
nues last  year.  It's  doing  even  better 
this  year. 

The  bottom  line?  In  fiscal  1983  the 
company  lost  $2.2  million  before  in- 
terest and  taxes  on  sales  of  $249  mil- 
lion. This  year,  Bernstein  says,  it  will 
earn  around  $60  million,  again  before 
interest  and  taxes.  Scott  estimates 
sales  at  $525  million.  Cash  flow  from 
operations  last  year  was  $32.6  mil- 
lion, and  analyst  Scott  forecasts  it  at 
$42  million  this  year. 

In  this  year's  first  half,  Western's 
net  income  increased  over  75%  on  a 
35%  sales  increase.  Bernstein  took 
the  company  public  in  April  1986.  He 
took  out  more  than  $70  million,  re- 
couping his  initial  investment  several 
times  over,  and  retained  21%  of  the 
stock,  currently  worth  over  $85  mil- 
lion. All  this  on  an  initial  investment 

"I  learned  a  long  time  ago 
that  you  don't  fall  in  love 
with  bricks,"  says 
Bernstein.  "They  won't  love 
you  back.  I'm  more  of  a  fixer 
than  a  builder.  Once  the 
fixing  is  done,  it  begins  to 
lose  some  of  its  allure  to  me. 
I'd  rather  find  something 
else  broken  and  fix  it."  * 

of  $5  million. 

In  November  1986  Western  bought 
Perm  Corp.,  a  maker  of  paper  party 
goods  and  advertising  specialties. 
Seemingly,  there  is  little  fit  between 
the  two  companies,  but  Bernstein  ar- 
gues otherwise.  Perm's  Beach/ 
Contempo  division,  he  explains,  is  a 
market  leader  in  party  supplies — 
plates,  napkins,  tablecloths,  etc. — for 
adults.  Bernstein  is  now  adding  chil- 
dren's lines. 

Western's  stock,  which  went  public 
at  20,  plunged  three  months  later  to 
ll7/s  on  a  disappointing  quarterly  re- 
port. It  has  since  climbed  back  to 
20  Vs,  in  part  because  of  a  flurry  of 
interest  when  Gulf  &  Western  tried  to 
acquire  the  company  last  spring.  Ne- 
gotiations broke  down  for  tax  reasons, 
Bernstein  says. 

Is  the  company  still  for  sale?  Proba- 
bly. Recalling  his  exit  from  real  es- 
tate, he  says:  "I  learned  a  long  time 
ago  that  you  don't  fall  in  love  with 
bricks.  They  won't  love  you  back." 
He  adds:  "I'm  more  of  a  fixer  than  a 
builder.  Once  the  fixing  is  done,  it 
begins  to  lose  some  of  its  allure  to  me. 
I'd  rather  find  something  else  broken 
and  fix  it." 

Where  will  Bernstein  strike  next?  If 
he  remains  true  to  form,  it  will  be  in 
an  unlikely-looking  place.  ■ 
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Call  Ford's 
Truck  Hotline 


about  Ford's 
hot  truck  line! 

Calll-800-FORD-1ST 
and  Join  theWxkfotce! 


I  1-800-367-3178  1 


• 

Hi 

Ask  us  about  the 
number  one  no-load 
fund  in  the  country 

the  last  15  years? 

One  Twentieth  Century  fund  has  been  rated  the  number  one 
no-load  fund  in  the  country  for  the  15-year  period  ending 
June  30, 1988.  To  learn  more  about  this  outstanding  fund, 
call  us  toll-free  for  a  Prospectus.  Please  read  it  carefully 
before  investing. 

1-800-345-2021  ext.403 


*For  the  15-year  period  ending  June  30, 1988, 
as  ranked  by  Lipper  Analytical  Services,  Inc. 
Past  results  do  not  predict  future  performance. 

P.O.  Box  419200,  Kansas  City,  MO    64141-6200 
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The  Funds 


Battle  lines  are  forming  in  the  war  over 
1 2b- 1  fees.  Investors  would  be  better  off  if 
the  enemies  could  forge  a  compromise. 

Babies  and 
bathwater 


By  Laura  R.  Walbert 


A  Securities  &.  Exchange  Com- 
mission proposal  making  the 
l  rounds  since  June  has  some 
mutual  fund  managers  shaking  in 
their  boots.  The  SEC  aims  to  protect 
consumers.  But  do  consumers  need 
the  kind  of  protection  that  the  SEC 
has  in  mind? 

The  subject  of  137  pages  of  SEC 
opinion  is  distribution  fees,  called 
12b- 1  fees  after  the  rule  that  allows 
them.  Adopted  in  1980,  12b- Is  allow 
fund  managers  an  annual  dip  into 
shareholders'  money  to  cover  costs 
like  advertising  and  broker  commis- 
sions. Some  funds  take  1.25%  of  as- 
sets a  year  in  1 2b- 1  fees,  on  top  of 
advisory  fees  and  operating  expenses. 

Some  funds,  mainly  no-loads,  view 
12b- 1  fees  as  a  way  of  covering  print- 
ing* and  advertising  costs.  But  some 
broker-sold  funds  use  12b- 1  fees  to 
recover  money  paid  out  in  sales  com- 
missions. So-called  spread  load  plans, 
for  example,  are  an  alternative  to 
front-end  sales  loads.  The  fund's  dis- 
tributor still  pays  the  broker  a  com- 
mission up  front,  but  no  load  is  taken 
out  of  the  investor's  money  at  the 
time  of  purchase.  The  fund  recoups 
that  money  by  charging  the  annual 
12b-l  fee.  If  a  shareholder  redeems 
before  the  commission  is  paid  off,  an 
exit  load  makes  up  the  difference. 

Thus,  many  investors  benefit  from 
spread  loads.  Suppose  a  fund  grew 
10%  a  year.  One  investor  paid  an 
8.5%  front  load,  another  a  1%  annual 
12b- 1  (applied  only  to  the  initial  in- 
vestment). It  would  take  20  years  for 
the  investor  who  paid  8.5%  up  front 
to  be  ahead.  Says  Matthew  Fink,  gen- 
ii the  Investment  Com- 
pany Institute,  the  hand  trade  group, 


"For  most  people  over  most  periods,  it 
is  cheaper  than  paying  the  8.5%." 

Nevertheless,  Kathryn  McGrath, 
director  of  the  SEC  division  of  invest- 
ment management,  says  she  has  2,000 
letters  from  investors  angry  about 
12b-l  fees.  "Investors  feel  snook- 
ered," she  says.  McGrath  insists  she's 


kjihenru?  Limhcn 


H  <  s  Katbryn  McOratb 
"Investors  feel  snookered." 

not  out  to  kill  12b-l  fees,  but  that's 
not  how  industry  experts  read  it.  Says 
Fink,  "The  proposal  would  do  away 
with  many  12b- 1  plans,  particularly 
spread  load  plans." 

Spread  loads  stretch  costs  over  sev- 
eral years.  The  SEC  wants  to  end  the 
practice  and  avoid  that  future  liability 
by  requiring  that  12b-l  fees  be  used 
only  for  costs  incurred  that  year.  "We 
want  to  get  rid  of  some  debt  that 
funds  de  facto  have  been  accumula- 
ting," says  McGrath.  The  SEC  release 
notes  a  fund  that  owes  its  distributor 


$146  million  for  commissions  paid. 

There's  no  doubt  some  funds  abuse 
their  12b-l  privilege,  using  it  as  a  hid- 
den load.  "Some  12b- Is  are  used  for 
the  same  damn  thing  as  the  load,  ab- 
solutely fungible  money,"  says 
McGrath.  A  handful  of  8.5%  front- 
load  funds  pile  on  12b-l  fees  as  an 
extra  expense  that  goes  on  and  on, 
without  a  cutoff  date.  And  not  all 
investors  benefit  equally.  High-ticket 
investors  who  pay  a  reduced  front 
load  might  pay  more  with  a  spread 
load.  A  study  by  two  Virginia  Poly- 
technic professors  found  few  funds 
lowered  other  annual  costs  when  add- 
ing a  12b-l  fee. 

Real  as  the  problems  are,  they  are 
better  solved  by  taming,  not  killing, 
the  beast.  McGrath  is  right — many 
12b-l  fees  are  disguised  loads.  But  ear- 
ly this  year  the  SEC  passed  new  rules 
forcing  funds  to  disclose  all  fees  and 
loads  at  the  front  of  the  prospectus — 
fair  warning,  if  the  prospectus  is  read. 

McGrath  also  worries  that  a  fund's 
fluctuating  market  value  could  cause 
investors  to  pay  more  or  less  than  their 
fair  share  of  costs  in  spread  load  funds. 
A  solution:  Tie  12b-l  fees  to  the  initial 
investment  rather  than  total  assets. 
E.F.  Hutton,  creator  of  spread  loads, 
applied  12b- Is  to  the  lesser  of  initial 
investment  or  market  value.  Says 
Gary  Strum,  formerly  of  Hutton, 
"Other  funds  do  it  richer  than  I  did.  I 
did  it  the  way  I  thought  I  had  to  do  it  to 
get  through  the  SEC."  Why  did  the 
SEC  let  later  funds  do  otherwise? 

Most  worrisome  is  that  the  12b-l 
allows  distributors  to  collect  their 
commission  several  times  over.  With 
spread  loads,  it  takes  only  five  years  or 
so  of  12b-l  fees  for  distributors  to 
recoup  commissions  already  paid  to 
salespeople.  What  flows  in  after  that 
is  gravy.  Says  Strum,  "After  five  years 
you  should  reduce  the  distribution 
fee.  It  has  served  its  purpose." 

Colonial's  VIP  funds  work  that 
way.  After  six  years,  the  funds'  12b-l 
drops  from  1.25%  to  0.25%.  McGrath 
calls  it  "a  nice  idea."  Thomas  V.  Wil- 
liams, head  of  funds  at  Kemper,  which 
uses  spread  loads,  says,  "Many  funds 
will  look  like  that  ultimately." 

Given  the  potential  for  lower  sales 
charges  for  investors  through  12b-l 
fees,  there  is  obviously  a  case  for 
them.  But  they  should  be  reshaped, 
not  abandoned.  Fund  expert  Michael 
Lipper  of  Lipper  Analytical  says,  "I 
think  there's  a  danger  here  of  throw- 
ing out  the  baby  with  the  bathwater." 

Investors,  of  course,  can  avoid  the 
issue  by  picking  a  no-load  without 
loads  or  12b-l  fees.  Says  Lipper,  "As 
long  as  there  is  the  no-load  alterna- 
tive, let  the  free  market  decide."  ■ 
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How  to  look  good  from  start . . . 
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The  HP  LaserJet 
Series  II  Printer. 
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Nothing  brings  your 
ideas  to  life  like  the  HP 
LaserJet  Series  LT  Printer— 
from  office  memos  to  forms 
to  newsletters.  As  the  leading  laser 
printer,  it  works  with  all  popular  PCs 
and  PC  software  packages.  And,  with 
a  wide  range  of  fonts,  you  get  more 
options  to  create  superior  looking 
documents. 


With  additional 
memory  you  can  even 
print  sophisticated  300 
DPI  full-page  graphics. 
And  with  HP's  ScanJet 
scanner,  you  can  also 
easily  add  photographs, 
illustrations  and  text. 

No  wonder  more  people  choose 
the  original  over  all  other  laser  printers 
combined. 

So  call  1  800  752-0900,  Ext.  900D 
for  your  nearest  HP  dealer. 
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The  Money  Men 


Analysts  like  Southeastern  Asset  Manage- 
ment's Mason  Hawkins  think  generally  ac- 
cepted accounting  principles  obscure 
more  than  they  reveal — thank  goodness. 

GAAP  attack 


By  Jonathan  Clements 


First,  let  us  tell  you  about  an 
investment  that  O.  Mason 
Hawkins,  president  of  Mem- 
phis-based Southeastern  Asset  Man- 
agement, Inc.  (SAM),  doesn't  like  to 
talk  about.  He  won't  be  happy  we're 
mentioning  it,  but  it  says  a  lot  about 
how  conservative,  value-oriented  in- 
vesting can  still  pay  dividends 
even  when  everything  goes 
wrong. 

In  May  1986  Hawkins  paid  $21 
a  share  for  9.3%  of  Allegheny  In- 
ternational, the  consumer  prod- 
ucts, specialty  metals,  energy  and 
real  estate  conglomerate.  Haw- 
kins thought  he  was  buying  Alle- 
gheny International  for  less  than 
half  its  intrinsic  value.  But  hid- 
den from  view  were  real  estate 
and  unconsolidated  subsidiaries 
that  were  on  the  books  for  sub- 
stantially more  than  their  true 
worth.  "Some  of  the  liabilities 
were  big  surprises  to  us,"  says 
Hawkins  in  disgust.  "They  were 
not  in  the  public  statements." 

As  word  got  out  about  Alle- 
gheny's problems,  the  stock 
slumped  to  1 1%.  But  despite  the 
hidden  liabilities,  Hawkins  had 
still  bought  Allegheny  for  less 
than  its  intrinsic  value.  And  he 
wasn't  the  only  investor  to  sec 
worth  in  Allegheny's  assets.  In  early 
1987  a  tender  offer  from  a  First  Bos- 
ton-backed investment  group  shoved 
up  Allegheny's  stock  price.  During 
two  hours  on  Mar.  13,  1987,  II. i\s  kins 
sold  while  others  bought,  unloading 
the  hulk  of  his  stock  at  over  $24  a 
share  Hie  tender  offer  was  later  v  ith- 
drawn,  and  today  the  stock  trades  lor 
index  S3.  Last  February,   Allegheny 


filed  for  Chapter  11. 

Hawkins,  40,  who  holds  an  M.B.A. 
degree  from  the  University  of  Geor- 
gia, brings  an  almost  missionary  zeal 
to  his  work.  He  finds  devils  at  work, 
thank  goodness,  in  generally  accepted 
accounting  principles.  "GAAP  is  a 
smokescreen,"  he  says,  "but  for  the 
diligent  analyst  that  smokescreen  cre- 
ates great  opportunities." 


Money  manager  o  Mason  Hawkins 

Smokescreens  create  opportunities. 


That's  certainly  been  the  case  for 
SAM's  investors.  Since  hanging  out  a 
shingle  in  1975,  Hawkins  has  never 
had  a  down  year,  and  only  once  has  he 
underperformed  the  S&P  500.  Accord- 
ing to  Rockville,  Md. -based  CDA  In- 
vestment Technologies,  SAM  is  the 
hfth-best  money  manager  over  the 
five  years  ending  June  30,  with  an 
annualized  return  of   19.7%,  against 


the  market's  14.4%.  SAM  manages  $1 
billion  for  the  likes  of  Litton  Indus-} 
tries,  Food  Lion  and  the  University  oil- 
Alabama.  The  firm's  no-load  mutual! 
fund,    launched   in   April    1987,    re- 
turned 1.6%  over  the  last  12  months| 
(versus  -5.4%  for  all  growth  funds)j 
and  21.7%  from  January  to  June  this 
year  (versus  14. 1  % ).  Requiring  a  mini-l 
mum  investment  of  $50,000,  the  fundi 
is  not  for  pikers.  (Hawkins  won't  takel 
an  account  for  private  management! 
below  $10  million.) 

Most  of  SAM's  portfolios  containl 
fewer  than  25  stocks.  "We've  found  itl 
difficult  to  understand  why  the  30th- 1 
best  investment  is  more  attractive 
than  the   15th,"  says  Hawkins.  He 
concentrates  his  analysis  on  some  500 
companies  that  have  both  a  market 
value  above  $500  million  and  at  least 
a  14%  return  on  capital. 

Hawkins'  success  comes  from 
nothing  more  exciting  than  poring 
over  the  financial  statements  of  these 
500  companies.  Believing  that  book 
values  have  been  rendered  almost 
meaningless  by  20  years  of  inflation, 
Hawkins  digs  into  a  company's  bal- 
ance sheet  to  find  undervalued  assets 
and  overvalued  liabilities.  Consider: 

Undervalued  property.  Entertain- 
ment conglomerate  MCA  Inc.  has  a 
book  value  of  $15.73  and  trades 
for  46.  Hawkins  reckons  MCA's 
Los  Angeles  and  Orlando  real  es- 
tate alone  are  worth  $30  a  share, 
though  land  is  currently  on 
MCA's  books  for  just  17  cents  a 
share.  The  company's  music  and 
film  library  are  probably  worth 
another  $30.  Add  in  book  pub- 
lishing, TV  properties  and  toy 
manufacturing,  subtract  the  debt, 
and  the  stock,  says  Hawkins,  is 
worth  at  least  $70. 

Brand  names,  patents,  business 
franchises  and  other  intangibles.  Be- 
fore its  1985  acquisition  by  Philip 
Morris,  General  Foods  carried 
Fell-o,  Maxwell  House  and  other 
brand  names  on  its  books  for  less 
than  $300  million.  Philip  Morris 
wrote  up  General  Foods'  intangi- 
bles to  some  $4  billion. 

Financial  liabilities  and  invest- 
ments that  are  not  marked  to  market 
"It  long-term  debt  is  on  your  bal- 
—  ance  sheet  for  3%  and  you  have  a 
10%  interest  rate  environment,  your 
real  liability  may  be  70  cents  on  the 
dollar,"  Hawkins  points  out. 

Just  as  overvalued  liabilities  should 
be  marked  down,  so  undervalued  in- 
vestments should  be  marked  up. 
Hawkins  estimates  that  Fireman's 
Fund  Corp.'s  real  book  value  is  $35, 
not  the  accountant's  figure  of  $29.50. 
That  $5.50  difference  largely  comes 
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Enlarge  it.  Reduce  it.  Or 
create  any  size  in  between.  Canon's 
new  PC-7  personal  zoom  copier 
makes  it  easy  to  get  the  copy  you 
need.  In  seconds. 

With  a  zoom  ratio  of  70% 
to  122%,  you  can  make  almost 
my  size  copy  up  to  legal  size  from 
Driginals  as  large  as  10  x  14. 


And  like  all  Canon 
personal  copiers,  the  PC-7  uses 
Canons  exclusive  PC  Mini- 
Cartridges  that  let  you  copy  in 
five  great  colors  (black,  brown, 
blue,  red  or  green).  And  it's  the 
only  cartridge  system  to  put 
everything  that  can  wear  out  or  run 
out  in  one  compact  unit. To  make 
your  personal  copying  virtually 
mainte- 
nance free. 


&& 


What's  more,  it's  the  first 
personal  copier  designed  with  a 
copy  board  that  doesn't  move 
when  you  make  copies. To  help 
you  save  on  valuable  work  space. 

Personal  zoom  copying. 
A  big  idea  that  belongs  in  any 
size  business.  It's  what  makes 
the  PC-7  the  newest  star  in  the 
Canon  PC  family. 

Canon 
iff     in 

PERSONAL  COPIERS 


Canon's  personal 
zoom  copier  is  the 
newest  star  in  my  family'' 


Canon  P1^ 


Enjoy  easy  extended  payments  wi^  ine  Canon  Credit  Card 
Ask  lor  details  afpartiopating  Canon  dealers  and  retailers 
Available  only  mUS 


Canon  USA,  Inc.,  Copier  Products  Division/One  Canon  Plaza,  Lake  Success,  NY.  11042  ©  1988  Canon  USA.,  Inc. 


Chair  In 
Economics 

Any  business  person  is  showing  graduate  level 
good  sense  when  the  chair  he  or  she  sits  in  comes  from 
Aaron  Rents. 

Aaron  has  an  enormous  selection  of  superior  qual- 
ity distinctive  office  furniture  to  make  your  company  look 
successful.  And  the  lowest  prices  available,  to  help  your 
company  be  successful. 

Aaron  gives  you  lots  of  options,  too:  rent,  rent-to- 
own,  or  buy  new  or  rental-return  furniture  at  up  to  50% 
under  retail". 

You  always  benefit  from  economies  of  scale  at 
Aaron:  with  180  locations  coast-to-coast,  we're  the  largest 
company  in  the  field.  Also,  we  have  four  plants  where  we 
manufacture  much  of  our  furniture.  That  wa\  we  can  con- 
trol costs  all  down  the  line.  So  it's  no  wonder  we're  always 
15  to  20 ',  less  than  companies  that  have  to  buy  all  the 
furniture  they  rent. 

when  you're  in  the  market  for  home  or  office  fur- 
niture, whether  to  rent  or  buy  come  to  the  nearest  Aaron 
store.  That's  making  an  educated  decision. 

r  the  location  nearest  you,  call  1-800-344-0650. 


Aaron  Rents  &  Sells 
Office  Furniture 

The  Best  Deal  lnTbwn.  All  Over  America. 


from  the  company's  bond  portfoli 
which  is  on  the  books  at  less  th 
market  value.  Hawkins  reckons  Fin 
man's,  after  underwriting  losse; 
could  earn  $1 1  a  share  on  its  $7  billio 
investment  portfolio  within  thre 
years.  The  stock  recently  traded  at  32 

Understated  inventories.  Back  i: 
1982,  when  Hawkins  bought  R, 
Reynolds  for  about  $40  a  share,  h 
was  paying  for  the  food,  shipping  an 
oil  businesses  while  getting  the  tobac 
co  business  for  free.  One  reason  fo 
R.J.  Reynolds'  low  stock  price:  $17 
share  in  inventory  reserves  that  th 
market  was  ignoring. 

But  buying  a  cluster  of  undervalued 
assets  isn't  enough.  You  also  need  t< 
know  what  earning  power  you're  get 
ting.  Hawkins  studies  the  "source 
and  uses  of  funds"  statement  to  fine 
free  cash  flow,  which  is  gross  casl 
flow  less  nondiscretionary  capital  ex 
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"Can  we  compete  in  this 
business  being  in  Memphis? 
Two  of  the  senior  people  we 
admire  most  did  pretty  well 
in  Omaha  and  Lyford  Cay. 


penditure     requirements.     Hawkin 
likes  to  buy  companies  at  no  more! 
than  ten  times  free  cash  flow. 

Hawkins  also  looks  for  manage 
ment  that  has  a  substantial  equity 
stake  and  that  buys  in  shares  when* 
the  stock  price  dips  below  the  com- 
pany's intrinsic  value.  "I  don't  need  to 
know  what  Mr.  Tisch  looks  like  to 
know  that  he's  going  to  do  a  good  job 
for  himself  because  [through  Loews] 
he  owns  25%  of  CBS,"  says  Hawkins, 
who  bought  CBS  two  years  ago  for 
$120  and  thinks  it's  worth  $280. 

Which  brings  us  to  SAM's  recent 
acquisitions,  about  which  Hawkins 
talks  with  a  mixture  of  exuberance 
(he  loves  bargains)  and  reluctance  (he 
may  want  to  buy  more  before  others 
clamber  on  the  bandwagon).  "In  the 
past  eight  or  nine  months  we've  been 
dealt  some  of  the  great  business  fran- 
chises very  cheaply,"  he  says.  SAM's 
latest  purchases  include  Salomon 
Inc.,  Federal  Express,  Times  Mirror 
and  General  Cinema. 

Despite  problems  like  those  with 
Allegheny,  Hawkins  still  believes  a 
thorough  study  of  a  company's  finan- 
cial is  enough  for  most  investment 
decisions.  "Can  we  compete  in  this 
business  being  in  Memphis?  Two  of 
the  senior  people  we  admire  most  did 
pretty  well  in  Omaha  and  Lyford 
Cay,"  says  Hawkins  of  Warren  Buffett 
and  John  Templeton.  "We  can  still  get 
a  10-K  or  a  10-Q  just  as  quickly  as  a 
guy  in  New  York."  ■ 
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Look  behind  the  scenes 


Net  Income 

(millions) 


Net  income  reached  record 
heights  last  year:  $93  million* 
on  sales  of  $736  million. 

And  earnings  per  share  rose 
to  $2.75*,  the  highest  ever. 

Lofty  numbers,  to  be  sure; 
although  only  the  latest  act  in 
a  long  history  of  impressive 
performances. 

For  the  27th  consecutive 
year  we  raised  our  dividend  to 
an  indicated  annual  rate  of  $1.52, 
a  12%  increase. 

Our  five-year  average  total 
return  now  amounts  to  23%, 
some  five  full  points  ahead  of 
our  telecommunications  peer 
group  average. 

And  five-year  EPS  compound 
growth  rate  figures  out  to  9% . 
(Ten-year  rate:  8%.) 

For  all  the  latest  numbers, 
and  a  look  at  our  long-term 
performance,  write  for  our 
annual  report. 

ALLTEL  Corporation,  100 
Executive  Parkway,  Dept.  D, 
Hudson,  OH  44236. 

-HUIEl 

CORPORATION 

Excellence  In  Telecommunications 

'1987  excludes  gain  on  investment  of  $11  million, 
or  32  cents  per  share 
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When  the  people  of  Manaus  say  it's  a  jungle  out 
there,  they  mean  it. 

Located  on  the  Amazon  River,  nearly  1,060 
miles  from  the  Atlantic  Coast,  the  city  of  Manaus  is 
literally  an  island  of  ci  >  i  ligation. 

But  while  the  location  may  be  remote,  the  work 
going  on  here  isn't. 


Because  today,  Manaus  is  the  center  of  Brazil's 
electronics  industry.  That's  right,  electronics. 

Not  even  an  impenetrable  jungle  can  stop 
a  Brazilian. 

In  fact,  90%  of  the  TVs  sold  in  Brazil  are 
made  in  Manaus  -  by  Brazilian  people  working  for 
the  affiliates  of  highly  respected  companies. 


AGENCIES:  Armtridim  -  Holland.  Asuncion     Paragua)    Barcelona  -  Spain.  Brussels  -  Belgium.  Buenos  Aires  -  Argcnuna.  Hamburg  -  Germany,  La  Paz  -  Bolivia.  Lisbon  •  Portugal;  London  -  England;  Los  Angeles- 
V    5  ^      Madrid     Spam,  Miami      ISA      Milan      Ink     Montevideo  ■  Uruguay    New  YonV      I'SA.   Panama  City  ■  Panama,  Pans  -  France,  Oporto  -  Portugal,  President  Strocssncr  ■  Paraguay;  Rome      ll 
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i\nd  nobody  in  the  world  understands  the 
pioneering  spirit  of  the  people  of  Manaus,  or  the 
opportunities  you  can  enjoy  in  Brazil,  like 
Banco  do  Brasil. 

Considering  its  location,  and  the  transportation 
and  communication  challenges  this  location  can 
bring,  some  people  have  called  the  success  of 


• 


•• 


Manaus  a  miracle.  But  we,  and  the  people  of  this 
city,  know  better. 

No  miracles  here.  Only  hard  work. 


BANCO  DO  BRASIL 


Tancisco  -  USA.;  Santa  Cnae  de  la  Sierra  -  Bolivia.  Santiago  -  Chile;  Singapore  -  Singapore;  Tokyo  •  Japan;  Vienna  -  Austria.  OFFICES:  Abidjan  -  Ivory  Coast;  Bei|ing  •  People's  Republic  of  China;  Bogota  -  Colombia; 
Caracas  •  Venezuela;  Chicago  -  U.S.A.;  Hong  Kong  -  Hong  Kong;  Lima  -  Peru;  Manama  -  Bahrain;  Mexico  City  -  Mexico;  Quito  -  Ecuador;  Toronto  -  Canada;  Washington  -  U.S.A.;  Zurich  -  Switzerland. 


On  the  Docket 


When  does  a  perk  become  a  bribe?  That's 
the  question  hospitals  now  face  as  they  try 
to  fill  up  empty  beds. 


Medical  benefits 


By  Deirdre  Fanning 


In  1981  Dr.  Donald  Winston  ap- 
plied to  join  Houston's  Twelve 
Oaks  Hospital  as  a  surgeon  with 
temporary  admitting  privileges. 
Shortly  afterward,  Winston  says,  he 
was  approached  by  an  employee  of  the 
hospital's  parent  corporation,  Ameri- 
can Medical  International  Inc.,  who 
offered  to  pay  him  $5,000  a  month  in 
cash.  In  return,  he  says,  all  he  had  to 
do  was  promise  to  remain  on  staff  as 
an  admitting  physician 
at  Twelve  Oaks. 

For  five  months  Win- 
ston took  the  payments, 
but  he  claims  that  when 
he  stopped  sending  some 
of  his  patients  to  the 
hospital,  preferring  to 
treat  them  in  his  own  of- 
fice instead,  Twelve 
Oaks  stopped  sending 
him  the  checks.  In  addi- 
tion, it  withdrew  his  ad- 
mitting privileges  at  the 
hospital.  Now  Winston 
is  suing  both  AMI  and 
Twelve  Oaks  in  a  Hous- 
ton federal  court,  charg- 
ing, among  other  things, 
commercial  bribery  and 
restraint  of  trade.  AMI 
denies  it  has  committed 
any  wrongdoing. 

Remarkably,         Win 
ston's    case    is    hardly 
unique.   At   least   thre 
other  such  lawsuits  arc 
pending      around       the 
country.    The    common 
thread  in  each:  an  effort        / 
by   financially   strapped      / 
hospitals  to  attract  pa-    / 
tients  by  showering  fi-  — 


nancial  incentives  on  their  physi- 
cians. Inducements,  the  suits  say, 
range  from  all-expenses-paid  vaca- 
tions to  outright  bribes  and  kickbacks 
of  hospital  fees. 

The  practice  of  granting  induce- 
ments to  doctors  is  nothing  new. 
"There  has  always  been  some  degree 
of  competition  for  medical  staff 
among  hospitals,"  notes  Dr.  Arnold 
Relman,  editor  of  the  New  England 
Journal  of  Medicine.  "Since  doctors  are 
in  control  of  the  patient  supply,  hospi- 


tals are  entirely  dependent  on  the  pa- 
tronage of  the  doctors  in  the  com- 
munity." Those  inducements  used  to 
be  relatively  harmless.  "They  might 
include  big  Christmas  parties  or  par- 
ticularly attractive  operating  facilities 
or  equipment,"  says  Dr.  Relman. 

But  with  the  proliferation  of  huge 
national  hospital  chains  in  the  1970s, 
the  competition  for  patients  increased 
dramatically.  Add  to  that  the  federal 
clampdown  on  Medicare  reimburse- 
ments (Forbes,  Sept.  7,  1987),  and  hos- 
pitals have  found  themselves  in  a 
steadily  worsening  financial  bind  as 
operating  margins  dipped  from  2%  in 
1984  to  0.1%  in  1987. 

Squeezed  financially,  all  too  many 
hospitals  now  appear  to  have  seized 
on  their  affiliated  physicians  for  sal- 
vation. In  a  lawsuit  now  pending  in 
California,  the  nation's  largest  health 
care  maintenance  organization,  Maxi- 
care,  is  charging  AMI  with  paying 
$150,000  a  month  in  kickbacks  to  a 
group  of  Maxicare-contracted  physi- 
cians, as  an  inducement  to  bring  pa- 
tients to  an  AMI  hospital.  As  a  result 
of  the  contractual  relationship  with 
AMI,  Maxicare  claims  it  lost  its  20% 
volume  discount  with  another  hospi- 
tal, where  it  still  does  business. 

Also  in  California,  a  group  of  pa- 
tients and  doctors  is  suing  the  Simi 
Valley  Adventist  Hospital,  charging  it 
with  restraint  of  trade  and  anticom- 
petitive   business    prac- 
tices. According  to  docu- 
ments in  the  case,  the 
hospital  offered  below- 
market-rate    loans    and 
discounted    malpractice 
insurance  to  doctors;  in 
at  least  one  case  the  doc- 
tor was  required  to  refer 
patients  to  that  hospital 
exclusively. 

And  what  of  the  Hous- 
ton case,  which  is  set  to 
go  to  trial  in  late  Sep- 
tember? The  Depart- 
ment of  Health  &  Hu- 
man Services  Office  of 
the  Inspector  General 
has  already  asked  the 
American  Hospital  As- 
sociation to  outline 
guidelines  for  acceptable 
perks.  But  if  Dr.  Donald 
Winston  wins  his  case  in 
Houston,  those  guide- 
lines could  wind  up  be- 
ing set  in  the  concrete  of 
legal  precedent  instead. 
One  way  or  another, 
this  looks  like  an  area  of 
business  abuse  that 
is  about  to  get  cleaned 
up.  ■ 
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erence 

and  a  shattered  life. 


November  17,  1986,  the  car  in  which 
a  Meyer  was  riding  was  in  an  acci- 
it.  Unfortunately,  she  wasn't  wearing 
seat  belt.  So  like  150,000  other 
:ims  each  year,  her  head  hit  and 
ttered  the  windshield. 


But  unlike  many  of  the  others,  Tara 
suffered  no  facial  cuts  or  lacerations. 

The  difference? 

A  new  idea  developed  by  a  group  of 
DuPont  engineers.  They  believed  that  a 
thin  layer  of  plastic  along  the  inside  of 
the  windshield  would  keep  the  razor- 
sharp,  shattered  glass  on  the  outside— 
away  from  the  occupants. 


Their  idea  helped  make  more  than 
just  a  safer  windshield ...  it  made  a 
difference. 

And  that's  something  we  try  to  do  in 
everything  we  do. 

At  DuPont,  we  make  the  things  that 
make  a  difference. 


Better  things  for  better  living.  m| 
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Numbers  Game 


Uniform  accounting  rules  are  about  to  be 
imposed  on  life  insurers.  Its  about  time. 


Short-term  pain, 
long-term  gain 


By  Penelope  Wang 


T|  his    year    the    Financial    Ac- 
counting Standards  Board  intro- 
duced some  long  overdue  rules 
on  how  to  treat  net  income  from  in- 
terest-sensitive and  single-premium 
insurance   policies.   What   has   until 
now  been  an  unnervingly 
loose    set    of   accounting 
standards  will  become  a 
stricter  methodology   for 
all    insurers.    That    will 
cause  a  short-term  earn- 
ings jolt,   followed   by  a 
more    realistic    reflection 
of  earnings,  for  companies 
that    deal    almost    exclu- 
sively in  those   policies 
Among  those  firms:  Lin- 
coln   National,    Jefferson 
Pilot  and  Monarch  Capi- 
tal. Says  Bradley  Smith  of 
Milliman  &  Robertson,  a 
Dallas  actuarial  firm:  "Ev- 
erybody will  now  be  on  a 
level  playing  field." 

The  basic  change:  Com- 
panies selling  single-pre- 
mium policies  such  as 
whole  life  can  no  longer 
declare  profits  that  they 
have  not  yet  earned.  Indeed,  tradition- 
al accounting  rules  gave  issuers  of 
such  policies  a  great  deal  of  flexibility. 
As  a  result,  "too  many  companies 
were  too  aggressive  in  their  account- 
ing," says  Wayne  Upton,  project  man- 
ager at  the  FASB. 

The  old  rules  worked  like  this 
First,  the  issuer  booked  single-premi- 
um policy  payments  as  revenue   as 


soon  as  they  were  received.  Then  the 
company  made  actuarial  projections 
about  future  expenses  and  began  mak- 
ing deductions  accordingly.  To  cover 
itself  for  these  projected  liabilities, 
the  company  invested  the  premiums 
at  interest  rates  (presumably)  high 
enough  to  meet  obligations,  with  a  bit 
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still  left  over  for  profit. 

The  whole  arrangement  created  a 
mighty  risky  business.  For  one  thing, 
to  show  revenue  growth  the  company 
had  to  keep  selling  more  and  more 
single-premium  policies.  Yet  when 
interest  rates  would  shoot  up,  most 
policies  would  give  customers  the 
right  to  cancel,  withdraw  their  premi- 
ums and  reinvest  for  a  higher  yield 


elsewhere.  Result:  The  company! 
could  find  itself  in  a  potentially  fatal| 
cash  squeeze. 

To  avoid  such  problems,  companies 
invented  universal  life  insurance.  But 
under  the  new  accounting  rules,  these 
companies  will  no  longer  be  allowec 
to  treat  universal  life  premiums  as| 
revenue.  Instead,  only  the  interest  in- 
come earned  on  the  premium — plusl 
some    account    fees    and    surrender! 
charges  for  canceled  policies — will  be| 
counted  as  revenue;  the  premium  it- 
self will  be  moved  over  to  the  balancel 
sheet  as  a  liability  reserve. 

Moreover,  life  insurance  companies! 
will  be  able  to  book  as  expenses  onlyl 
those  benefits  that  are  actually  paid! 
out  in  the  current  year.  Sums  up  Brian  j 
Zell,  senior  manager  at  Ernst  &  Whin- 
ney:    "An   insurer's   profit  now   be- 
comes  the   spread   between   invest- 
ment income  and  current  expenses,  | 
much  like  a  bank's." 

How    insurance    companies    treat] 
capital  gains  is  also  being  changed.  In 
the  past,  insurers  posted  capital  gains  | 
separately  from  earnings.  But  begin- 
ning in   1989  insurers  will  have  tol 
include  realized  gains  and  losses  as 
components    of    operating    income. 
Companies   will   also   be   forced   to 
write   off  unamortized   commission  | 
expenses  for  policyholders  who  con- 
vert from  whole  life  to  universal  life  | 
i  he  b  vuiMtun       policies. 

The  effect  of  these  1 
changes  will  be  a  near- 
term  hit  to  earnings  for  | 
some  insurers.  For  an  ex- 
ample of  what  lies  ahead, 
consider  First  Capital 
Holdings  of  Los  Angeles. 
The  company,  which  had 
been  using  more  aggres- 
sive accounting  practices, 
switched  to  the  new  FASB 
rule  for  this  year.  That 
made  First  Capital  more 
attractive  to  Shearson 
Lehman,  which  now  has 
plans  to  buy  a  controlling 
interest  in  the  company. 

Under  the  old  rules,  an- 
alysts estimate  that  First 
Capital  would  have 
shown  1987  revenues  of 
roughly  $1.8  billion  and 
—  earnings  of  about  $62  mil- 
lion. Under  the  new  rules,  the  compa- 
ny actually  reported  revenues  of  only 
$445  million  and  net  income  of  $32 
million — nearly  20%  of  which  came 
from  realized  capital  gains. 

In  short,  at  a  stroke,  First  Capital's 
insurance  profits  shrank  to  half  their 
former  size — a  size  that  more  accu- 
rately reflects  the  real  dimensions  of 
its  business.  ■ 
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INTRODUCING ZENITH'S i 
BATTERY-POWERED  PORTABLES. 


ZENITH  INNOVATES  AGAIN-with  a  state  of  the  art  family  of 
battery-powered  portables  led  by  the  single  most  revolu- 
tionary portable  ever  created.  TurbosPort  386."' 

TurbosPort  386  is  breakthrough  inside  and  out.  Outside, 
Zenith's  exclusive  Page  White™  display  virtually  duplicates 
printed  page  clarity.  Its  sharp  black  images  are  refreshed 
quickly  on  a  fluorescent  backlit  screen.  Plus  a  fully  detachable 
keyboard  (unheard  of  on  any  other  battery-powered  portable). 

Inside  the  compact  TurbosPort  386,  the  breakthroughs 
continue  with  a  powerful  80386  microprocessor  harnessed  to 
a  fast  access  40MB  hard  disk.  And  zero  wait  state  tech- 
nology for  up  to  50%  greater  speed  than  other  12MHz  systems. 

Next  comes  the  lightweight  SupersPort  286,TV  the  highest 
performance  286  class  machine  among  alt  laptops... or 


desktops.  With  a  choice  of  fast  access  20  or  40MB  hard  dis 
The  third  member  of  the  pack  is  the  SupersPort'"  with 

20MB  hard  disk  or  dual  floppy  systems  and  detachable  battery 

packs  for  optimum  flexibility. 

All  three  machines  ride  on  Zenith's  Intelligent  Power 

Management  System™  for  maximum  battery  life. 

Three  new  portables-three  more  reasons  why  Zenith 

is  the  battery-powered  leader.  For  the  name  of  your  nearest 

Zenith  Data  Systems  Dealer,  call:  1-800-842-9000,  ext.  1. 

rg/tirH  data 
"  systems 

THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON ' 


( tovering  supertankers  to  sailboats,  our  MOAC  subsidiary  is  the  lead) 
U.S.  marine  insurance  underwriter.  It  reached  this  position  by  provid- 
ing specialized  products  and  services  to  meet  marine-industry  need* 
including  coverage  tor  research  submarines  that  are  bound  to  sink. 


t  Continental,  we're  focusing  on  excellence  in  products  and  service 
:hieve  solid,  profitable  growth.  In  areas  like  ocean  and  inland  marine     cj 
ranee.  Premium  financing.  Workers'  compensation.  In  selected 
<ets  with  national  brokers.Through  our  independent  Circle  Agents. 


*.  Ins 


.  continental 
Insurance, 

Focusing  on  what  we  do  best.s 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


Forget  10-cent  coupons  on  milk,  butter 
and  eggs.  These  days  supermarket  custom- 
ers want  the  chance  to  win  free  automo- 
biles and  trips  to  Hawaii. 

Sweepstakes 
fever 


Ffc  lay  the  Heinz  sweepstakes  in 
™  the  Southeast  and  win  a 
$14,000  Buick  Regal.  Can't  afford 
a  new  house?  Pine-Sol,  the  cleaner- 
disinfectant,  wants  you  to  have 
$250,000     in     mortgage     payments. 


Need  a  vacation?  GE  Lighting  wants 
your  family  to  win  a  trip  to  Walt  Dis- 
ney World.  Kalibur,  a  nonalcoholic 
beer,  suggests  that  Christmas  in  Ha- 
waii and  a  visit  to  the  Aloha  Bowl 
would  be  more  inviting. 


This  fall  Heinz  U.S.A.  is  using  a 
sweepstakes  to  increase  customer 
loyalty  and  generate  excitement  for 
its  ketchup.  It  is  sponsoring  a  bright 
red  race  car  on  the  Nascar  circuit  and 
linking  it  to  a  supermarket  sweep 
stakes  that  has  a  Buick  Regal  as  the 
top  prize.  "Racing  means  business  in 
the  Southeast,  because  it's  something 
the  customers  there  care  about,"  says 
Jeff  Conner,  product  manager  for 
Heinz  Ketchup.  "The  prizes  are  get 
ting  larger  because  people  are  desensi 
tized  to  the  small  things.  If  you  want 
to  get  their  attention,  you  have  to 
offer  them  something  exciting." 

Product  promotion  has  turned  into 
a  giant  lottery — or  lotteries.  "People 
are  developing  a  pot-of-gold-at-the 
end-of-the-rainbow  mentality,"  says 
Charles  Visich,  a  former  marketing 
consultant,  now  senior  vice  president 
at  Southland  Corp.  Visich  attributes 
much  of  the  trend  to  the  publicity 
surrounding  state  lotteries  and  their 
growing  social  acceptance.  He  says: 
"When  somebody  wins  $23  million,  it 
makes  people  who  have  never  won 
anything  think  twice.  The  winners 
are  glamorized  on  television.  Society 
is  telling  us  it's  okay  to  participate." 

And  there  is  a  glamour  to  these 


Rjclwd  Hacken 


Mavfair  Foodtown  store  manage!  Richard  Fischer  (left) 
"it's  like  playing  the  lottery.  They  get  excited." 
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Testing  Our 
Mettle 


It's  one  thing  to  make  an  aluminum  casting.  It's  another  to  make  one 

nearly  a  yard  square.  Or  one  that  weighs  almost  200  pounds.  Or  one 

that  has  never  been  made  before;  one  that  must  perform  flawlessly  on  a 

revolutionary  aircraft  being  developed  for  our  armed  forces. 

One  casting  made  by  Fansteel  Wellman  Dynamics  meets  all  those 

criteria.  It's  the  transmission  housing  for  the  new  V-22  tilt  rotor  aircraft 

now  being  developed  for  the  Marines,  Navy  and  Air  Force  jointly  by  Bell 

Helicopter  Textron  and  Boeing  Helicopters.  It  takes  more  than  metal  to 

make  a  casting  like  that.  It  takes  experience  (we  have  nearly  80  years  of 

it).  It  takes  engineering  (we  do  it  in  house,  using  the  most  sophisticated 

systems).  It  takes  dedication  to  quality  (we  employ  state  of  the  art 

equipment  to  check  the  chemistry,  surface  integrity 

and  tensile  strength  of  every  casting). 

More  than  metal,  it  takes  mettle.  Fansteel  Wellman  Dynamics. 
Another  reason  why  it  will  pay  you  to  know  more  about  us. 


[Fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 

FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


product  lotteries  that 
cents-off  coupons  don't 
have.  Visich:  "From  a 
marketing  point  of  view, 
the  value  of  a  50-cent 
coupon  is  known  in  ad- 
vance. But  if  I  offer  a  trip 
to  Hawaii,  the  incentive 
is  much  more  exciting." 

The  lotteries  have  an- 
other marketing  advan- 
tage. Clutter  in  the  mail- 
box and  on  television 
makes  it  harder  for  the 
manufacturer  to  get  its 
product  noticed.  But  Joe 
Namath  lounging  on  a 
beach  chair  and  offering 
tickets  to  a  football 
game  is  instant  glamour. 

Look  at  Pine-Sol,  the 
disinfectant  manufactured  by  Ameri- 
can Cyanamid  Co.  The  product  is 
marketed  as  a  complete  household 
cleaner.  Looking  for  a  clever  promo- 
tion that  would  be  sure  to  attract  con- 
sumer attention,  the  company  hit  on 
the  idea  of  giving  away  a  free  house. 

"It's  the  biggest  promotion  we've 
ever  done,"  says  Paula  Shaiman,  prod- 
uct manager.  "One  of  our  marketing 
objectives  was  strong 
display  support  in  the 
supermarkets.  We're 
getting  it." 

Note,  too,  that  there 
are  usually  separate- 
sweepstakes  aimed  at 
store  employees.  To  en- 
courage store  managers 
to  set  up  elaborate  point 
of-purchase  displays, 
major  companies  like 
Heinz  and  GE  encourage 
the  trade  to  participate 
Sometimes  store  em- 
ployees only  have  to 
mail  a  coupon.  In  other 
cases,  photos  of  attrac- 
tive displays  arc  a  re- 
quirement "We  want  to 
create  excitement  in  the 
stores  about  our  prod- 
uct," says  John  Beh,  a 
national  sales  manage! 
for  GE  Lighting.  "Offel 
ing  a  contest  where  store 
managers  can  be  reward- 
ed tor  building  special 
in-store  displays  drn  i  s 
additional  volume." 

The  Point -of -Purchase 
Advertising        Institute 
lucted  a  supermar- 
ket survey  in   1986    in J 
ad  that  two-thirds  ol 
purchase    decisions 
de  by  customers 
K      ore   No  wonder, 


Win  a.  family  vacation  from  GE 
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A  GE  Lighting  sweepstakes 

Even  the  store  managers  can  play. 


then,  that  many  companies  are  cut- 
ting store  employees  in  on  the  good- 
ies. At  a  time  when  supermarket 
shelves  are  bulging  with  an  ever  in- 
creasing array  of  new  products,  spe- 
cial promotional  displays  take  on  add- 
ed value. 

By  thus  rewarding  store  employees, 
however,  the  manufacturers  may  be 
promoting  a  bit  of  conflict  of  interest. 


Want  to 
move 
more 

PINE-SOL? 

Then  tell  your  customers 

they  can  move  into  their 

dream  house  during  the 

"Whole  House"  Sweepstakes. 


FIRST  PRIZE:  '250,000  IN  MORTGAGE  PAYMENTS 

Ik<  "Whoto  Houm"  twoeptlaJtn  will  mom 


A  Television  supported  August  28m  FSI  detvenng  M 

mfton coupons 

Magazine  Ads  in  Good  Hpuseleepng  and  Wbmans  Day 

Consumer  Svwepstates  prats  oh 

-  $250,000  m  mortgage  payments 

-  Household  cleaning  appkanass 

FEATURE  AND  DISPLAY  PINE-SOL  IN  THE  "WHOLE  HOUSE"  SWEEPSTAKES 


PINE-SOL  Cleaning  Tips  Booklets  tram  Good 

Housetoepmg 

PM  SOI  products  move  oil  your  iMIm: 
•  PINE-SOL  k  the  #  1  sding  liquid  dearer,  generating 

more  profit  pet  unit  than  oiher  liquid  oYane/s- 
•PINE-SOL  Spray  dearer  is  the  3rtlanjest  selling  spray 

deanet  in  America- 


//)(■  newest  game  from  Pine  Sot 
The  stakes  keep  getting  higher. 


In  providing  special  dis 
plays,     the     employee 
may    be    giving    some 
thing  that  isn't  rightful 
ly  theirs  to  give.  "An' 
such  trips  [won  by  em 
ployees   in   lotteries   o 
display     contests]     an 
store  property,"  says  Mi 
chael  Rourke,  vice  presi 
dent  of  corporate  affair; 
for  the  Great  Atlantic  & 
Pacific  Tea  Co.  "We  tel 
suppliers  we  prefer  tht 
value  of  the  trip  in  a  re 
duction  of  merchandise 
cost.  It's  the  only  way." 
That    certainly    isn't 
the  case  where  consum-j 
er  sweepstakes  are  in 
volved.  Richard  Fischer 
who  manages  the  Mayfair  Foodtown 
in  Berkeley  Heights,  N.J.,  says  his  cus 
tomers    like    competing    for    prizes 
"Some  of  our  shoppers  have  won  trip 
to  Florida,"  he  says.  "It's  like  playing 
the  lottery.  They  get  excited."  Fischer! 
says  he  has  never  entered  a  manufac 
turer-sponsored      sweepstakes,      al- 
though Mayfair  Foodtown  sometimes' 
runs  its  own  in-house  giveaways. 
^^^^^^        The  free  trips  and  oth- 
er   prizes    make    good 
sense  to  manufacturers. 
An  average  of  4%  of  all 
supermarket       coupons 
are  redeemed  today,  de 
pending  on  the  value  of 
the  coupon  and  the  fre 
quency   of   the   product 
purchase.    In    compari 
son,  thousands  enter  the 
sweepstakes  awards,  yet 
few  are  big  winners. 

Insiders  say  that  the 
sweepstakes  are  also  less 
expensive    than    giving 
stores  straight  cash  mer- 
chandising   allowances. 
That's  particularly  true 
if  the  prize  involves  a 
commercial    tie-in    that 
promotes  a  specific  air 
line  or  hotel.  "That  trip 
may   be   worth    $5,000, 
but  it  might  not  cost  the 
sponsor   a   dime,"   says 
one  supermarket  execu 
tive.  "Think  of  the  ad 
vertising  impact  in  see 
ing   the   words   'Disney 
World'  in  23,000  super- 
markets       nationwide. 
That  has  great  commer 
cial  value." 

Everybody,  it  seems, 
loves  an  offer  of  some- 
thing for  nothing — even 
manufacturers. — J.A.T. 
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Ever  since  the  first 

phone  call, 

we've  Been  listening  to 

he  voices  of  tomorrow 


Tt  started  with  the 
L  genius  of  Alexander 
}raham  Bell.  And  from 
he  beginning,  AT&T  has 
>een  committed  to 
lelping  the  people  of  the 
vorld  communicate 
>etter. 

We've  been  the 
vorld's  most  ambitious 
ound  laboratory  for 
nore  than  a  century 
tod  the  results  speak  for 
hemselves— 75  million 
imes  each  business  day 

Calls  placed  today 
>ver  AT&T's  Worldwide 


Intelligent  Network  are 
predictably  clear.  Noise, 
echo  and  static  free. 
And  our  experiments  in 
digital  high  fidelity 
transmission  point  to  a 
future  when  your  AT&T 
calls  will  ring  truer  still. 

Because  we've 
always  believed  that  by 
improving  the  way  things 
sound  for  the  people  of 
the  world,  we  help  bring 
them  closer  to  one  voice. 

Funny  how  the 
future  seems  to  repeat 
itself. 


Today 
Cordless  Clarity 

Because  AT&T  sound 
quality  is  the  industry 
standard,  we've  worked 
hard  to  achieve  it  in 
our  cordless  models. 
Today's  AT&T  cordless 
phones  bring  you  clear 
sound  which  equals  the 
quality  you've  come  to 
expect  from  our  corded 
models.  The  perfect 
combination  of  conven- 
ience and  clarity. 

Tomorrow 

Interactive  Synthetic 

Speech 

Technology  now  exists 
which  enables  com- 
puters to  "speak"  words 
to  us  in  any  language 
that  is  entered  on  their 
keyboards— while 
machines  which  respond 
to  verbal  commands, 
act  upon  them  and 
converse  with  us  by  sim- 
ulating human  speech 
are  the  already  audible 
voices  of  tomorrow. 


1929 
Sound  Motion  Pictures 

AT&T  brought  sound  to 
the  motion  picture 
"Don  Juan"— the  first 
full-length  movie  with 
a  synchronized  sound 
track— released  a  year 
before  "The  Jazz  Singer." 


AT&T 

The  right  choice. 


FREE  INFORMATION  FOR  READERS  OF  FORBES! 

The  advertisers  listed  here  want  to  make  information  available  to  readers  of 
FORBES.  For  the  type  of  information  available,  see  the  categories  below.  To  obtai 
information,  see  the  adjoining  page. 


Products/Services  Information 


1 .  Aaron  Rents,  Inc. 

2.  Alcatel 

3.  Alexander  Proudfoot 

4.  Banco  Do  Brasil 

5.  Braniff/American  Express 

6.  British  Airways 

7.  Canon  U.S.A.,  Inc. — Copier 
Division 

8.  Canon  U.S.A.,  Inc.— 
Facsimile  Division 

9.  Chubb  Group  of  Insurance 
Companies 

*10.  CIGNA  Corporation 

*11.  Fansteel 


12.  Federal  Express  Corporation 

13.  Hewlett-Packard 

14.  Insurance  Information 
Institute 

15.  KLM 

16.  La  Mancha  Private  Villas  and 
Court  Club — Private  Pools 
and  Spas 

17.  Lark  Luggage 

18.  Liberty  Mutual  Insurance  Co. 

19.  Lufthansa  German  Airlines 

20.  Management  Recruiters 

21 .  The  Mayfair  Regent  New 
York 


22.  Mead  Paper 

23.  Minolta  Corporation 


24.  Murata  Business  Systei 
Inc. 

25.  NYN EX  Corporation 

26.  Range  Rover  of 
North  America,  Inc. 

27.  Schott  Corporation 

28.  Sharp  Electronics — 
Facsimile 

29.  Stouffer  Hotels 

30.  Trusthouse  Forte  Hotels*. 

31 .  Zenith  Data  Systems 


Annual  Report 

32.  ALLTEL  Corporation 


Financial  Products/Services  Information 


33.  Northwestern  National  Life 
Insurance 


34.  Twentieth  Century  Investors, 
Inc. 


DESTINATION  ASIA/89 

Despite  the  drop  in  the  value  of  the  dollar  and 

the  1987  stock  market  crash,  U.S.  business 
and  vacation  travelers  have  pushed  international 
airline  traffic  ahead  of  expectations. 


This  special  Forbes 
advertising  supplement  will 
report  on  business,  meeting 
and  group  travel  in  Asia... 


Advertise  in  this  Forbes 
special  supplement  and  enjoy 
all  the  benefits  of  participation 
like  these: 


Forbes  will  investi- 
gate emerging  alterna- 
tives for  executive  de- 
cision makers  and 
meeting  planners  re- 
sponsible for  group, 
convention  and  busi- 
ness travel  and  for  em- 
ployee incentives. 

For  small,  mid-size 
and  large  groups,  the 
text  will  report  up- 
and-coming  areas  and 
facilities,  transporta- 
tion, tour  and  rental 
packages,  communi- 
cations, support  and 
other  services. 

Traveling  for 
Pleasure  in  ASIA 

Forbes  will  explore  notable  classic, 
artistic  and  flavorful  cities  throughout 
Asia.  It  will  report  on  the  best  hotels 
and  resorts  for  climate,  meeting,  sports 
and  social  activities.  It  will  include  rec- 
ommendations for  traveling  as  couples, 
with  families  or  solo.  Readers  will  dis- 
cover new  ideas  for  extended  vacations 
throughout  Asia.  The  story  will  also 
review  interesting  new  tours,  shopping, 
theatre  and  cultural  attractions. 


Forbes  Magazine  Presents 

DESTINATION 

ASIA/89 


r*0 
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•  Bonus  distribution 
to  25,000  travel 
agency  owners  and 
managers  in  ASTA 
Agency  Management, 
the  official  publication 
of  the  American  Soci- 
ety of  Travel  Agents. 

•  A  free  listing  on  the 
special  reader  service 
card  to  encourage 
readers  to  send  away 
for  your  literature. 

•  A  free  insertion  in 
either  Forbes  Respond 
(reaching  120,000 
Forbes  subscribers  in 
the  highest  income  zip 
codes  in  the  U.S. )  or 
the  Forbes  Package  of 
Gift  Ideas  for  Executives 
(reaching  12,000  of 

Forbes'  most  affluent  subscribers). 
•  A  supply  of  free  reprints  of  the  supple- 
ment to  use  as  a  powerful  merchandis- 
ing tool  long  after  the  publication  of  the 
supplement. 

Book  your  reservation  in  Destina- 
tion Asia/'89  while  Forbes'  readers  are 
planning  their  1989  business  and  per- 
sonal itineraries. 

For  reservations  and  information, 
contact  your  Forbes  representative. 


Forbes 
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Capitalist  Tool 


Computers/ 
Communications 
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Computer  Sciences  saw  its  basic  btcsiness 
wiped  out  by  technological  change,  but  the 
company  itself  changed  and  saved  the  day. 
Now  it's  getting  ready  for  another  change. 

Go  with  the  flow 


By  Kathleen  K.  Wiegner 

CHANGE  COMING  AS  FAST  aS  It 
does  in  the  computer  business, 
success  is  easier  to  achieve 
than  to  maintain.  That's  why  $1.2 
billion  (fiscal  1988  sales)  Computer 
Sciences  Corp.  deserves  high  marks. 
Time-sharing,  the  business  on  which 
it  built  its  first  major  success,  almost 
disappeared,  a  victim  of  change  in 
technology.  But  the  El  Segundo,  Calif, 
company  found  a  fresh  niche  and 
went  right  on  growing. 

The  man  chiefly  responsible  for 
this  surefooted  performance  is  Wil- 
liam Hoover,  58,  a  former  data  pro- 
cessing manager  at  the  let  Propulsion 
Laboratory,  who  became  chairman  in 
1972  When  he  took  over  the  job — 
following  the  death  ot  Computer 
Science's  founder— the  company  was 
on  the  brink  of  disaster  Writeoffs  six 
months  earlier  had  almost  wiped  out 
its  $46  million  net  worth.  Between  its 
high  in  1969  and  a  low  in  1974,  the 
stock  lost  7()%  of  its  value. 

Time-sharing,  which  involved  leas- 
ing time  on  large  computers  to  firms 
that   couldn't    afford   or   didn't    need 
their   own,    became    Computer    Sci- 
ence  s  most  profitable  business  in  the 
1970s  under  Hoover's  guidance.  At  its 
peak    in     1980,    Intonet,    Computer 
Sciences    time  sharing  network,   ac- 
counted  for  50%   of  the   company's 
King  income.  But  that  business 
ipeared    in    the    early    1980s    .is 
small    and    medium-size    computers 
took  on   more   functions  ot   the   big 
Building  on  the  eompa 
.work    expertise,     howc\Li 


Hoover  changed  it  into  a  "systems 
integrator,"  setting  up  computer  sys- 
tems to  serve  as  communications  net- 
works for  NASA  or  the  Navy,  say,  or  a 
highly  secure  network  for  the  Trea- 
sury. Such  government  contracts  now 
account  for  two-thirds  of  revenues. 

What  systems  integrators  like 
Computer  Sciences  do  is  link  com- 
puters, software  and  communications 
into  one  network,  designing  the  sys- 
tem, choosing  hardware  and  software, 
installing  and  training.  Treasury  cus- 
toms' agents  at  various  ports  of  entry, 
for  example,  can  check  a  central  data- 
base from  their  terminals  for  stolen 
passport  numbers,  contraband  or 
names  of  known  drug  smugglers. 

But  Hoover  knows  that  resting  on 
laurels  is  dangerous,  and  he's  making 
another  switch,  this  time  to  less  de- 
pendence on  government  business 
and  more  on  private  business.  Gov- 
ernment jobs  are  big,  and  sometimes 
lucrative,  but  they  come  with  big 
headaches.  Witness  the  current  flap 
that  is  stalling  a  $3.6  billion  contract 
to  IBM  to  overhaul  much  of  the  na- 
tion's air  traffic  control  system,  a  con- 
tract on  which  Computer  Sciences 
was  counting  for  $150  million  in  sub- 
contracts.  Computer  Sciences  also  is 
teamed  with  AT&T  and  Boeing  on  the 
stalled  $25  billion  job  to  redo  the  fed- 
eral government's  telephone  system. 

And  the  government  can  be  a  trou- 
blesome customer  at  times.  In  the 
early  1980s  Computer  Sciences  and 
the  General  Services  Administration 
got  into  a  contract  dispute  that  even- 
tually attracted  the  justice  Depart- 
ment. Computer  Sciences  was  indict- 
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ed  for  wire  and  mail  fraud.  The  affair 
was  finally  settled  out  of  court  with 
the  company  paying  a  petty  $2.9  mil- 
lion as  a  settlement  on  the  $180  mil- 
lion GSA  contract. 

More  important,  government  work 
is  not  where  the  big  growth  is  coming 
from  these  days.  According  to  Input, 
the  Mountain  View,  Calif,  market  re- 
searcher firm,  the  commercial  part  of 
the  systems  integration  business  is 
growing  at  a  brisk  38%  a  year,  against 
1 7%  for  the  federal  part. 

Boosting  the  demand  for  this  line  of 
work  is  the  very  cheapness  of  comput- 
er hardware  that  demolished  the  old 
time-sharing  business.  Now  users 
find  that  the  real  costs — and  greatest 
risks — are  not  in  hardware  but  in  se- 
lecting the  right  hardware  mix,  con- 
necting it,  designing  software  and 
making  the  system  do  something  use- 
ful. Exit  the  time-sharing  company, 
enter  the  systems  integrator.  "Tech- 
nology change  has  exploded,"  says 
Hoover.  "As  a  result,  the  need  for 
integration  has  also  increased." 

To  correct  the  company's  acknowl- 
edged weakness  in  commercial  sales, 
Hoover  has  spent  nearly  $100  million 
over  the  last  two  years  acquiring  firms 
with  the  needed  expertise.  This  is  part 
of  his  five-year,  $200  million  plan  to 
bring  the  commercial  business  up  to 
50%  of  operating  profits,  from  less 
than  34%  today. 

Computer  Partners,  acquired  in 
1986,  is  strong  in  the  retail  and  distri- 
bution market.  Hoover  recently  ac- 
quired Index  Group  Inc.,  a  Cambridge, 
Mass. -based  consulting  firm,  to  com- 
pete more  effectively  with  accounting 
firms  like  Arthur  Andersen  that  ad- 
vise top  management  on  system  buys. 
Hoover  has  signed  up  a  few  blue-chip 
customers:  AT&T,  Stone  Container 
and  Motorola. 

The  federal  government  pioneered 
in  using  one  central  contractor  to  de- 
sign and  install  a  system.  Probably 
50%  to  60%  of  the  government's  in- 


formation processing  and  telecom- 
munications capital  budget  goes  to 
systems  integrators.  So  the  once  near- 
ly moribund  Computer  Sciences  is  to- 
day the  fifth-largest  supplier  of  infor- 
mation technology  to  the  federal  gov- 
ernment behind  IBM,  AT&T,  Unisys 
and  Digital  Equipment  Corp.  Over 
the  last  four  years  Computer  Sciences 
has  been  awarded  well  over  half  of  all 
the  federal  contract  dollars  on  which 
it  has  bid.  But  now  large  corporations, 
too,  are  throwing  business  to  the  turn- 
key consultants.  Exxon,  Eastman  Ko- 
dak and  K  mart,  to  cite  a  few,  have 
turned  to  integrators  to  pick  hardware 
and  develop  the  software  to  tie  global 
operations  together.  Can  CSC  transfer 
its  considerable  talents  to  the  com- 
mercial sector?  In  many  ways  it  is  a 
different  ball  game. 

The  average  commercial  contract 
runs  in  the  $15  million,  not  the  $100 
million,  area — which  means  that  sell- 
ing and  marketing  is  more  important 
than  in  government  business. 

With  government  business,  more- 
over, requests  for  bids  are  formally 
announced,  requirements  are  pub- 
lished and  the  job  is  usually  given  to 
the  low-cost  bidder.  The  customer,  in 
effect,  goes  to  the  industry  looking  for 
a  service.  With  private  business  it  is 
the  other  way  around:  Corporate  busi- 
ness has  to  be  drummed  up.  And  the 
applications  required  by  federal  cus- 
tomers do  not  change  as  rapidly  as 
they  do  in  the  commercial  world. 

Right  now  the  company  is  doing 
just  fine.  After  stalling  from  1981 
through  1985  at  around  $20  million, 
the  company's  profits  climbed  sharp- 
ly and  should  hit  $53  million,  or  $3.30 
a  share,  in  the  fiscal  year  that  ends 
next  March,  according  to  Value  Line, 
compared  with  $2.73  in  fiscal  1988. 
But  success  in  business  can  be  some- 
thing of  a  narcotic,  and  Hoover  is 
right  to  start  looking  for  new  markets 
before  a  shift  in  the  marketplace  abso- 
lutely forces  him  to. 


"Press  3'  for  the  legal  department" 


William  Hoover  of  Computer  Sciences 
The  time  to  look  for  new  niches  is 
when  you  don't  have  to. 


In  the  old  days,  when  companies 
hired  humans  to  answer  their  tele- 
phone switchboards,  everyone  loved 
to  complain — callers  could  never  get 
through  and  nobody  ever  got  an  accu- 
rate message.  That's  all  changed,  of 
course,  thanks  to  the  technology  of 
call  processing.  That's  the  new  term 
for  phone  systems  that  combine  so- 
called  voice  mail,  or  electronic  ver- 
sions of  answering  machines,  with 
automated  attendants  or  switches 
that  let  callers  push  a  few  buttons  and 


route  their  own  calls. 

Automated  attendants  save  money 
for  companies  and  make  most  callers 
happier  by  answering  the  phone  in- 
stantly. In  its  most  basic  form,  an 
automated  attendant  is  a  micro- 
processor-based black  box  that  con- 
nects to  a  PBX  or  Centrex-type  phone 
system  and  answers  all  incoming 
calls,  indicating  with  voice  prompts 
how  callers  can  push  a  few  buttons  to 
reach  various  departments  and  exten- 
sions without  the  intervention  of  a 
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switchboard  operator.  Automated  at- 
tendants answer  and  route  scores  of 
calls  simultaneously,  24  hours  a  day, 
and  they  never  take  a  holiday;  many 
businesses  that  install  these  boxes  ac- 
tually reduce  the  number  of  operators 
they  have. 

Processing  phone  calls  is  big  busi- 
ness. The  overall  call  processing  mar- 
ket, which  includes  automated  atten- 
dants, is  worth  in  excess  of  $500  mil- 
lion in  sales  this  year,  and  will  grow 
to  $1.1  billion  by  1991. 

Yet  even  as  thousands  of  compa- 
nies around  the  country  are  installing 
their  new  automated  attendant  sys- 
tems, the  two  leading  manufacturers 
of  these  highly  specialized  devices  are 
locked  in  a  legal  battle.  Both  compa- 
nies are  small  startups  founded  by 
MIT  graduates  who  are  also  former 
Rockwell  International 
managers. 

In  one  corner,  with  a 
neatly  trimmed  beard  and 
nattily  dressed,  is  Sanford 
Morganstein,  44,  co-hold- 
er of  the  first  patent  for 
the  automated  attendant. 
Morganstein  founded 

Schaumburg,  111. -based 
Dytel,  Inc.  in  1982  after 
being  fired  from  his  job  as 
director  of  engineering 
when  Rockwell's  PBX 
project  started  founder- 
ing. In  the  other  corner, 
the  challenger:  Gregory 
Peacock,  40,  founder  and 
president  of  Microvoice 
Corp.  of  Irvine,  Calif. 

Morganstein  and  three 
Dytel  employees  came  up 
with  a  machine  that  auto 
matically  answered  and 
touted  calls.  By  the  end  ot 
1984  Dytel  had  manufac- 
tured and  installed  five  oi 
its  automated  attendants, 
and  an  industry  was  born. 
Sales  of  Dytel,  a  private 
hrm,  are  over  $10  million. 
Dytel  has  manufactured 
and  installed  more  than 
1,800  of  its  AAX  brand  of 
automated  attendants  na- 
tionwide; nearly  250  of  its 
customers  are  Forbes  500 
companies.  Dytel  sells  its 
AAX  automated  atten- 
-  through  more  than 
^communications 
n  i  nect  dealers 
.  ,dc. 


For  their  ingenuity,  Morganstein 
and  the  others  were  rewarded  with  a 
patent  and  100%  of  the  brand-new 
automated  attendant  market.  But  the 
monopoly  turned  out  to  be  rather 
short-lived. 

Around  1985  Greg  Peacock's  Mi- 
crovoice started  to  make  its  own 
brand  of  automated  attendants.  Now 
Peacock  is  selling  his  Apex  automat- 
ed attendant  through  both  dealers  and 
several  Bell  operating  companies 
around  the  country,  and  he  claims  an 
installed  base  of  more  than  800  ma- 
chines. Sales  were  slightly  under  $4 
million  by  last  June  and  are  roughly 
doubling  in  the  current  fiscal  year. 

Meanwhile,  the  competition  is 
mounting,  especially  as  telecom- 
munications equipment  makers,  from 
IBM's  Rolm  unit  to  Northern  Tele- 
com, Octel  Communications  and  Sie- 
mens, are  adding  automated  atten- 
dant features  to  their  PBX  and  voice 
messaging  systems.  A  few  months 
ago  the  government  issued  a  patent 


Microvoice  s  Greg  Peacock  ut  customer  switchboard 
Thank  you.  Bell  operating  companies. 


Sandy  Morganstein  of  Dytel  in  recording  booth 
His  monopoly  didn't  last  long. 


for  automated  attendant  technology 
to  Opcom,  Inc.,  a  San  Jose,  Calif, 
based  company.  Opcom  recentl) 
merged  with  VMX,  Inc.,  the  Dallas 
based  outfit  that  developed  digitizec 
voice  messaging  in  the  late  1970s. 

To  try  to  stall  the  upstarts,  Dytel's 
Sandy  Morganstein  is  suing  to  pre 
vent  what  he  believes  to  be  infringe 
ment  of  his  patent  coverage.  Dytel  has 
already  convinced  Applied  Voice 
Technology  of  Bellevue,  Wash.,  a  lit- 
tle telecommunications  equipment 
concern,  to  take  licenses  for  his  tech 
nology.  But  his  archrival,  Microvoice 
refused  to  sign  a  licensing  deal,  anc 
now  the  two  companies  are  fighting  it 
out  in  court.  Pretrial  discovery  wil 
end  in  January,  and  the  trial  is  set  to 
begin  in  April  1989. 

Helping  Dytel  is  Jerry  Mills,  a 
prominent  Dallas-based  patent  attor 
ney  who  helped  Texas  Instruments 
pry  royalties  out  of  nine  Japanese 
firms  and  one  Korean  firm  it  claimed 
had  infringed  its  DRAM  patents.  Last 
year  TI  received  $191  mil- 
lion in  royalties  from  the 
deal,  which  accounted  for 
nearly  half  its  total  pretax 
income. 

It  would  be  nice  for  Dy- 
tel to  win  in  court,  but 
Morganstein  isn't  count- 
ing on  it.  Instead,  he's 
working  on  new  products 
he  hopes  might  enable 
him  to  keep  pace  with  the 
competition.  Next  up:  an 
automated  corporate 

phone  directory  which 
can  be  accessed  by  Touch- 
Tone  telephone  simply  by 
spelling  out  the  name  of 
the  party  you're  trying  to 
reach  by  pressing  the  ap- 
propriate telephone  but- 
tons. The  automated  at- 
tendant will  respond  by 
giving  the  caller  the  name 
and  his  extension. 

Dytel  has  already  in- 
stalled an  automated  at- 
tendant system  for  Mont- 
gomery Ward  in  which 
callers  can  find  the  loca- 
tion of  the  nearest  store 
simply  by  dialing  in  their 
zip  codes. 

Win  or  lose,  Dytel  is 
bound  to  keep  pushing  the 
technology  it  developed. 
"The  industry  is  so  huge 
and  it's  only  in  its  infan- 
cy," says  Morganstein.  In 
other  words,  you'd  better 
leam  to  love  the  digitized 
voices  of  these  electronic 
operators. — Ronald  Bailey 
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i  new  way  to  get  stock  quotes 


rOHAN  Blokker  Jr.  of  Fairfield, 
Iowa-based  Cablesoft  and  his  part- 
er  Eric  Randall  have  invented  a  de- 
ice  that  pulls  stock  quotes  off  the 
inancial  News  Network  cable  tv 
cker  and  feeds  them  into  a  personal 
amputer.  Using  it  you  can  watch  the 
ipe  without  having  to  put  up  with 
le  networks'  talking  heads  and  rau- 
ous  commercials.  At  a  convention  in 
Jew  York's  Jacob  Javits  Center  last 
ummer  they  presented  the  product 
nder  the  banner,  "Free  Stock  Quo- 
ta."  Complains  Joseph  Taussig,  pres- 
lent  of  FNN  subsidiary  Data  Broad- 
asting  Corp.,  "They  don't  even  pay 
Is  any  money." 
One  thing  is  for  sure:  The  field  of 
nancial  information  services  will 
ontinue  to  change  rapidly.  It  wasn't 

0  long  ago  that  Marketline  was  state- 
'f-the-art:  a  clumsy  terminal  that  dis- 

layed  15-minute-delayed  quotes 
nly  after  you  plugged  the  telephone 
andset  into  a  box  and  punched  in 
;  our  stock's  code.  That  business  gave 
/ay  in  the  early  1980s  to  the  personal 

1  omputer  and  on-line  services  such  as 
)ow  Jones  News  Retrieval  Compu- 
erve  for  stock  prices. 

All  those  sources,  however,  were 
ied  to  the  telephone.  Cablesoft  is  at 
he  forefront  of  the  next  advance — 
ising  cable  tv  to  carry  data.  Others, 
rom  Telemet  America's  Radio  Ex- 
hange  and  Lotus  Development's  Sig- 
lal  avoided  phone  line  charges  by 
lulling  stock  prices  out  of  the  air  from 
;M  radio  transmissions,  but  unlike 
lablesoft,  these  services  aren't  free. 
,otus  charges  $55  a  month  for  its  end- 
)f-the-day  pricing  service. 

The  use  of  cheap  computing  power 
o  transmit  electronic  quotes  is  al- 
eady  threatening  one  Wall  Street  in- 
titution.  For  decades,  National  Quo- 
ation  Bureau  Inc.,  a  unit  of  Com- 
nerce  Clearing  House,  has  published 
he  pink  sheets  listing  bid  and  asked 
)rices  on  thousands  of  issues  not  list- 
id  on  Nasdaq.  Now  Nasdaq  has  a  pro- 
posal before  the  SEC  to  put  up  an 
:lectronic  o-t-c  bulletin  board  on  sev- 
eral thousand  of  these  stocks.  David 
Burnett,  president  of  National  Quota- 
ion  Bureau,  says,  "We  don't  have 
enough  information  on  this  to  make 
in  intelligent  comment."  If  he  isn't 
Arorried,  he  should  be. 

Cablesoft's  free  Livewire  quotes 
ivon't  do  for  professional  investors. 
-NN's  quotes  are  already  15  minutes 
)ld  by  the  time  they  hit  the  cable 
urogram  and  the  network's  ticker  car- 
ies only  stocks — no  options,  futures 
3r  money  market  instruments.  And 
FNN  isn't  available  everywhere;  even 


where  it  is  carried,  some  cable  sys- 
tems broadcast  FNN  only  at  certain 
hours  of  the  day,  thereby  deadening 
the  Livewire. 

Also,  Livewire  cannot  begin  to 
compete  against  sophisticated  quote- 
delivery  systems  like  Quotron,  which 
provides  access  to  many  databases 
and  customizes  its  services  for  indi- 
vidual clients.  But  for  people  who  just 
want  to  keep  an  eye  on  the  market 
while  doing  other  things,  Cablesoft  is 
a  handy  service. 

Blokker,  32,  had  no  trouble  funding 
his  startup  firm.  He  is  the  grandson  of 
Don  Whittier,  a  member  of  The 
Forbes  Four  Hundred  who  is  heir  to 
the  Belridge  Oil  fortune.  "I  was 
watching  FNN  and  babysitting  for  my 
kids  while  my  wife  was  sleeping  in 
the  morning,"  he  says.  "Some  guy  in  a 
commercial  was  talking  about  quotes 
you  could  get  on  your  personal  com- 
puter. I  said  'Wait  a  minute,  the 
quotes  are  right  there.'  "  Blokker  was 
in  the  final  stretch  of  getting  his  Ph.D. 
in  electrical  engineering  from  the 
University  of  California  at  Santa  Bar- 
bara when  Eric  Randall,  39,  a  software 
specialist,  lured  him  back  to  his  home 
state  of  Iowa  for  a  business  venture. 
Four  years  ago  the  pair  began  work  on 
Livewire. 

The  two  developed  a  computer  card 
that  goes  inside  a  personal  computer. 
They  crammed  the  card  with  a  televi- 
sion tuner,  a  digitizer  and  an  artificial 


intelligence  computer,  which  con- 
verts the  information  into  a  comput- 
er-displayable  format.  At  a  price  of 
$995,  the  card  lets  a  user  pull  down  as 
many  quotes  from  the  FNN  ticker  on 
a  cable  television  screen  as  he  wants 
throughout  the  day.  Livewire  also 
does  portfolio  management  and  tech- 
nical graphing. 

Currently  Cablesoft  doesn't  pay 
FNN  any  fees,  though  FNN  is  de- 
manding a  royalty  on  each  Livewire 
unit  sold.  FNN  pays  a  modest  service 
fee  to  the  exchanges  to  carry  the  15- 
minute-delayed  quotes.  FNN  has  the 
option  of  copyrighting  its  ticker,  and 
it  could  also  make  life  difficult  for 
Cablesoft  merely  by  changing  the 
typeface  of  the  ticker  display.  FNN  is 
also  working  on  alternative  ways  to 
deliver  its  signal.  An  FNN  subsidiary, 
Data  Broadcasting  Corp.,  is  investi- 
gating a  flat,  KU-band  frequency  sat- 
ellite dish  that  can  be  as  small  as  27 
inches  across. 

For  the  moment  Dow  Jones  and 
Quotron  don't  have  much  to  worry 
about  from  Cablesoft.  But  as  the  pub- 
lisher of  the  pink  sheets  is  finding, 
nothing  stays  the  same  for  very  long 
in  this  business.  Certainly,  develop- 
ments like  Cablesoft  are  bringing  the 
day  closer  when  newspapers  will  no 
longer  devote  numerous  pages  to  car- 
rying detailed  stock  quotes;  by  the 
time  the  papers  reach  the  readers,  the 
stock  quotes  will  be  old  news  to  most 
of  the  people  who  are  interested  in  the 
information. — Steve  Rich  en 
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Imagine  if  all  your  company's  employees 
were  as  smart  as  your  smartest  employee. 


AH  your  business  decisions  would  be  more  consistent. 

All  your  people  would  eventually  be  more  productive. 

All  of  which  can  lead  to  higher  profitability. 

Thanks  to  IBM's  Expert  System  software  you  can  do  quite  a  bit  more  than 
just  imagine  it.  You  can  do  it. 

The  knowledge,  experience  and  expertise  of  your  senior  employees  can  be 
made  easily  available  to  everyone  in  your  office  through  a  computer. 

So,  everyone  in  your  company  can  approach  a  business  decision  using  the 
same  reasoning  process  an  expert  would. 

They  can  ask  the  very  same  questions,  gather  and  consider  the  same 
information,  cross-reference  the  same  facts  and,  before  they  draw  their  own 
conclusions,  find  out  what  an  expert  would  have  done  in  the  same  situation. 


O  IBM  1988 


And  IBM's  Expert  System  software  is  open  to  new  ideas.  If  your  experts 
nk  up  some  brilliant  new  thoughts,  it's  easy  to  incorporate  them  into 
.'program. 

Not  only  does  this  way  of  working  promote  better  decision  making,  it  helps 
itill  something  very  important:  confidence. 

Your  employees  can  learn  how  to  handle  situations  the  right  way,  right  from 
5  start.  They  can  handle  tougher  assignments  much  sooner.  And  in  turn, 
nr  managers  can  spend  more  time  managing. 

Insurance  underwriters  and  aerospace  manufacturers  are  already  using  IBM's 
pert  System  software,  and  they're  making  better  business  decisions  because  of  it. 

Expert  System  software— just  one  more  example  of  how  The  Bigger  Picture 
>m  IBM  can  work  for  you. 


====?==   The  Bigger  Picture 


Science  &  Technology 


Edited  bv  Gary  Slutsker 


Medtronic  invented  the  cardiac  pacemak- 
ei",  but  then  nearly  lost  its  franchise  by 
cutting  corners.  Now  some  new  technol- 
ogy has  revived  the  firm. 

Took  a  licking  but 
keeps  on  ticking 


By  Alyssa  A.  Lappen 


It  was  every  inventor's  night- 
mare. Soon  after  1960,  when  Earl 
Bakken  invented  the  first  suc- 
cessful implantable  cardiac  pacemak- 
er, the  company  he  founded,  Minne- 
apolis-based Medtronic  Inc.,  had  80% 
of  the  burgeoning  world  market  for 
the  lifesaving  devices.  But  then  Bak- 
ken watched  in  horror  as  the  manage- 
ment he  installed  began  cutting  cor- 
ners to  raise  profits.  Quality  control 


went  haywire,  resulting  in  pacemaker 
recalls.  As  profits  fell,  Medtronic  was 
losing  its  technical  edge. 

Today  Medtronic  (sales,  $680  mil- 
lion) is  once  again  the  leader  in  the 
$1.2  billion  worldwide  pacemaker 
market.  With  its  reliability  problems 
firmly  behind  it,  Medtronic's  new 
groundbreaking  variable-speed  pace- 
makers have  helped  push  its  market 
share  back  up  to  45%  from  only  32% 
three  years  ago  and  profits  to  $87  mil- 
lion from  $38  million. 


The  architect  of  Medtronic's  r 
bound  is  Winston  Wallin,  a  form 
chief  operating  officer  from  Pillsbur 
When  he  was  recruited  to  replace  a 
ing  chairman  Dale  Olseth  in  198 
Wallin  didn't  know  much  about  mo 
ical  technology,  but  he  did  kno 
about  quality  control.  He  sent  evei 
Medtronic  manager  to  a  quality  sem 
nar  and  demanded  a  detailed  revie 
for  every  step  in  each  manufacturir 
process — from  the  way  that  materia 
were  ordered  and  checked  on  arriv. 
to  how  workers  tightened  screws. 

Under  Wallin,  rejections  have  bee 
dramatically  reduced.  For  exampl 
the  rejection  rate  on  one  battery  pa; 
is  now  almost  nil,  down  from  35% 
year  ago.  It  now  takes  45  minutes 
make  batteries,  down  from  34  week 
in  1984,  the  firm  says.  "We  are  qualit 
fanatics,"  Wallin  boasts. 

While  product  quality  was  deteri 
rating,  Medtronic's  research  sta 
lacked  focus.  They  had  moved  beyon 
implantable  medical  products  to  er 
compass  everything  from  stress  tej 
equipment  to  cardiac  monitor  term 
nals.  In  the  last  three  years  Wallin  ha 
ordered  researchers  to  stick  to  pact 
makers  and  related  implantables  lik 
heart  valves  and  artery-clearing  angic 
plasty  catheters.  He  has  doubled  n 
search  spending — from  $37  million  i 
1985  to  $75  million  this  year. 

As   a   result,   Medtronic   beat   th 
competition  to  market  in  the  U 
with  the  first  variable-rate  pacemak 
er.  Dubbed  the  Activitrax,  this  device 
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v  allin  <  >f  Medfronu 
'We  are  quality  fanatic*. 
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he  size  of  a  Vk-inch-thick  slice  of 
\ard-boiled  egg,  adjusts  its  speed  to 
he  patient's  level  of  activity  [see  dia- 
ram).  Until  Activitrax,  U.S.  pace- 
nakers  could  be  set  at  only  one  speed. 
,\.  unit  would  be  run  at,  say,  70  beats 
ier  minute,  whether  the  patient  was 
sleep  or  climbing  a  steep  flight  of 
tairs.  Thus,  strenuous  exercise  for 
latients  was  exhausting  if  not  impos- 
ible.  Tennis  is  no  problem  for  pa- 
tients with  the  Activitrax. 

Activitrax  uses  a  patented  quartz 

..rystal  as  a  delicate  activity  sensor. 

Vhen  a  patient  moves,  the  pacemaker 

esponds  to  the  vibration.  The  more 

novement,    the   more   frequent   the 

•lectrical  pulses  sent  to  the  heart  via 

he  lead  wire.  A  computer  chip  lets 

.loctors  program  the  maximum  and 

ninimum   rates  for   the   pacer   and 

:hange  them  during  office  visits.  A 

patient's  heartbeat  can  slow  to  50 

imes  a  minute  while  he  sleeps,  rise  to 

;K)  as  he  walks  up  stairs  or  to  150 

.vhile  he  rides  a  bicycle. 

"In  the  past,  pacemakers  could 
nerely  keep  the  heart  from  stopping. 
Now,  they  can  actually  make  patients 
, eel  better,"  says  Dr.  Dennis  Miura, 
in  assistant  professor  at  New  York's 
Albert  Einstein  Medical  College. 

In  the  two  years  since  it  received 
:ood  &  Drug  Administration  approv- 
al, Activitrax  has  cornered  more  than 
'.10%  of  the  worldwide  pacemaker 
market.  Naturally,  the  competition  is 
lurrying  to  catch  up.  Several  new 
irate-responsive  pacemakers  are  al- 
ready available  overseas  from  manu- 
iacturers  like  West  Germany's  Sie- 
mens-Pacesetter Inc.,  and  are  await- 
ing FDA  approval  for  the  U.S.  market. 
The  Siemens  device  sends  signals  not 
only  to  one  heart  chamber,  like  the 
Activitrax,  but  to  two — both  the 
heart's  right  ventricle  and  right  atri- 
um. That  is  particularly  helpful  to 
some  patients  whose  heart  chambers 
pump  at  different  rhythms. 

Not  to  be  outdone,  Medtronic  has 
more  pacemakers  up  its  sleeve.  The 
Activitrax  II,  which  allows  the  doctor 
to  set  a  wider  range  of  heart  speeds 
and  to  set  the  speed  at  which  the 
device  changes  pace,  went  onto  the 
U.S.  market  in  August.  A  new  line  of 
smaller  pacers  that  can  record  the  pa- 
tient's heart  rate  on  random  access 
memory  chips  will  go  into  clinical 
trials  in  the  U.S.  later  this  month. 
More  than  a  dozen  new  Medtronic 
pacers,  including  at  least  six  "dual- 
chamber,"  rate-responsive  models, 
will  be  launched  within  two  years. 

Lately  growth  in  unit  volume  has 
slowed  in  the  pacemaker  market  to 
around  3%  a  year.  Wallin  needs  to 
diversify,  but  unlike  his  predecessor, 


The  beat  goes  on 


Medtronic's  implanted  Activitrax  pacemaker  matches  a  patient's 
heart  rate  to  his  exertion  level.  A  piezoelectric  quartz  crystal  senses 
changes  in  activity  and  speeds  up  or  slows  down  the  rate  at  which  the 
pacemaker  sends  electrical  impulses  to  the  right  ventricle  of  the  heart. 


who  got  into  nuclear  imaging  and  car- 
diac monitoring  equipment,  Wallin  is 
focused  largely  on  implantable  de- 
vices. For  example,  the  company 
wants  to  outfit  likely  heart  attack  pa- 
tients with  self-starting  defibrilla- 
tors— implantable  devices  that  would 
sense  when  a  patient  is  having  a  heart 
attack  and  jolt  the  heart  once  or  twice 
with  an  electrical  charge  to  get  it 
pumping  again.  Although  a  successful 
patent  suit  by  competitor  Eli  Lilly 
bars  Medtronic  from  marketing  the 
devices  in  the  U.S.  before  late  1990, 
the  company  is  developing  the  de- 
vices in  its  European  labs,  where  test- 
ing will  soon  begin. 

There  are  other  promising  new 
product  areas.  Medtronic's  artificial 
blood  vessels  replace  clogged  arteries 


and  veins  everywhere  except  the 
heart.  Its  blood  oxygenators  replace  a 
patient's  lungs  during  open  heart  sur- 
gery; and  its  implantable  drug  deliv- 
ery systems  reduce  dosages  and  side 
effects  of  cancer  chemotherapy  and 
painkilling  drugs.  Wallin  also  wants 
to  be  a  major  player  in  the  market  for 
cardiac  angioplasty  devices — cathe- 
ter-like probes  that  surgeons  use  to 
unblock  cholesterol-clogged  blood 
vessels.  This  market  could  reach  $1.4 
billion  in  ten  years. 

Will  Wallin's  plan  to  boost  growth 
produce  results?  "We  have  a  lot  of 
work  to  do,"  Wallin  says.  But  having 
solved  Medtronic's  product  reliability 
problem  and  focused  the  research  ef- 
fort, much  of  that  work  is  already 
behind  him. 


"We  could  send  fresh  apples  to  the  moon" 


Are  you  ready  for  raspberries  that 
stay  fresh  for  weeks  instead  of 
days?  Com-on-the-cob  that  tastes  as 
fresh  three  months  old  as  the  day  it 
was  picked?  Roses  that  won't  wilt  for 
a  month?  They're  on  the  way. 

Thanks  to  advances  in  genetic  engi- 
neering and  packaging  processes,  sci- 
entists have  now  discovered  what 
amounts  to  a  fountain  of  youth  for 
agricultural   products.    "Just   as   the 


Seventies  and  Eighties  were  the  de- 
cades of  electronics  and  computers, 
the  wonders  of  the  1990s  will  be  new 
crops,"  predicts  futurist  Daniel  Bur- 
rus  of  Burrus  Research  Associates, 
Inc.  of  Waukesha,  Wis. 

Genetic  engineers  at  Agritope,  a 
subsidiary  of  tiny  Epitope  (recent  nine 
months'  sales,  $2.5  million),  a  Port- 
land, Ore. -based  maker  of  AIDS  tests, 
have  isolated  a  gene  that  they  believe 
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Agritope  s  At  Ferro 

A  fountain  of  youth  for  fruits  and  vegetables? 


Science  & 
Technology 


controls  the  ripening  process.  This 
gene  governs  the  production  of  ethyl- 
ene, an  agricultural  hormone  that 
triggers  ripening  and  rotting  in  truits, 
vegetables  and  (lowers 

Ethylene  is  what  causes  Qowers  to 
wilt  and  petals  to  drop.  Food  proces 
sors  spray  synthetic  ethylene  on  some- 
crops,  like  bananas,  which  arc 
shipped  green  and  stored,  to  make 
them  ripen.  Likewise,  processors  use 
other  chemicals  to  extend  the  life  oi 
crops.  For  example,  tlowers  can  be 
preserved  with  silver  thiosulfate,  al 
though  the  chemical  is  expensive  and 
poisonous. 

But  by  tinkering  with  the  ethylene- 
producing  gene,  scientists  think  they 
can  custom-design  crops  that  will  rip 
en  on  then  own  when  they  are  want 
ed — without  special  storage  or  spray- 
ing. You  say  you  need  a  tomato  that 
ripens  in  20  days  instead  oi  10?  Or  a 
tomato  that  would  fully  mature  but 
would   never  ripen  on   its  own?    No 
problem   The  company  will  be  grow- 
plants — probably    tlowers — with 
\   gene  within  a  vear,  says  Al 
Lghtope  vice  president  oi  re 


search  and  development. 

So  far,  Agritope  has  applied  for  a 
patent  on  its  anti-ethylene  gene  and  is 
busily  striking  deals  with  larger  com- 
panies. The  Agritope  process  is  being 
partially  funded  by  Sakata  Seed  Amer- 
ica oi  Morgan  Hill,  Calif.,  a  Japanese 
owned  company  that  produces  80%  of 
the  world's  broccoli  seed.  Sakata 
seeks  to  develop  ethylene-controlled 
Brassicas — the  family  of  plants  that 
includes  broccoli,  beets,  cabbage,  cau- 
liflower, lettuce  and  turnips.  Du  Font 
is  also  working  with  Agritope  on  cot- 
ton and  tomatoes 

This  development  would  have  a 
profound  impact  on  world  agriculture 
and  food  processing.  For  American 
farmers  it  would  mean  that  instead  of 
depending  on  migrant  labor  to  hand- 
pick  tomatoes  01  hemes  individually 
w  hen  ripe,  the  crop  could  be  machine- 
harvested  in  one  pass.  Then  the  pro- 
duce could  be  picked  as  needed  by  the 
processing  plant.  "Farmers  would  no 
longer  have  to  grow  20%  more  than 
they  expect  to  sell  to  make  up  tor 
spoilage,"  Ferro  says.  "They  would 
sell  100%  oi  what  they  grow." 

Scientists  elsewhere  have  success- 
fully controlled  the  ripening  process 
without  tampering  with  genes.  At 
Cornell  University  Syed  Rizvi,  asso- 
ciate professor  oi  food  sciences,  has 
developed  a  new  way  to  store  fruits 


and  vegetables.  Apples,  for  examplj 
are  currently  preserved  in  expensi\J 
storage   facilities   that   keep   oxygel 
levels   down   by   covering   the   frul 
with  a  heavier  gas  like  carbon  dioj| 
ide.  In  contrast,  Rizvi's  process  co\ 
ers  apples  with  differentially  perm^ 
able  plastic   membranes  that  allo^ 
only  small  amounts  of  atmosphere 
gases     like     oxygen     to     pass — jusj 
enough    to    preserve    the    fruit    fc 
months.  The  covered  apples  are  thej 
stored  in  special  air-circulating  tra> 
that  can  be  refrigerated  with  othe 
products,   instead  of  requiring  thej 
own  gas-tilled  chambers. 

The  Cornell  process  would  enabll 
growers  and  processors  to  develop  di( 
ferent    plastic    covers    for    differer 
fruits  or  vegetables.  Rizvi  estimate 
his  process  could  be  in  commerce 
use  within  a  year. 

What  Rizvi  likes  about  longer  she! 
life  is  that  regional  crops  lnstantlj 
gain  a  much  wider  marketing  area 
For  consumers  it  would  mean  nearli 
commonplace  delicacies.  Nearly  90° 
of.  all  fresh  raspberries  are  grown 
the  Pacific  Northwest  and  consumed 
there,  because  they  spoil  two  dayj 
atter  harvest. 

Rizvi  explains:  "We  could  delivel 
fresh  produce  to  Tokyo  or  Saudi  Ara 
bia  at  lower  cost.  We  could  send  ires} 
apples  to  the  moon." — Gary  Eisler 
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THE  EACTS  ARE  IN. 


SHARP  IS  THE 
NEW  #1  FAX  IN  AMERICA. 


<  Put  in  a  letter,  a  diagram, 
a  chart,  a  photograph. 

In  1987,  the  Sharp  brand  out-sold  all  other 
fax  machines  in  America*  The  reason  is 
Sharp's  ability  to  take  advanced  technology 
and  make  it  affordable.  And  the  results  are 
as  clear  as  the  documents  they  transmit. 

Take  the  Sharp  FO-300  facsimile, 
for  example.  A  touch  of  a  single  button 
on  the  built-in  telephone  auto-dialer  lets 
you  transmit  a  document  of  up  to  10 
pages  at  the  rate  of  18  seconds  per  page. 

If  your  document  is  confidential, 
you  just  command  the  receiving  fax  to 
print  only  for  people  with  an  identifying 
passcode. 

And,  you  could  program  a  "send 
later"  Automatic  Timer  to  make  use  of 
off-hour  transmission  rates. 


<  In  seconds,  a  clean, hard, facsimile 
comes  out  anywhere  in  the  world. 

Your  document  will  come  out  in 
L.A.  or  London  looking  virtually  like  the 
original.  That's  because  of  Sharp's  high 
resolution  and  exacting  half-tone  trans- 
mission with  16  levels  of  grey. 

Sharp  offers  a  full  line  of  facsimile 
machines,  from  the  most  basic  to  the 
most  sophisticated.  And  every  one  will 
shrink  the  boundaries  of  time  and  dis- 
tance with  ease  that  most  of  us  never 
thought  possible. 

Is  it  any  wonder  why  more  Sharp 
fax  machines  were  bought  in  America  in 
1987  than  any  other  brand? 
For  information,  call  1-800-BE-SHARP 


FO-150 


FO-500 


FO-700 


FO-3200 


•Based  on  current  1988  published  reports  of  leading  industry  analysts  (or  facsimile  sales  in  1987 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS" 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Anguilla  (sounds  like  tran-quiV-la)  had 
nothing  going  for  it  until  a  dreamer  with 
deep  pockets  insisted  upon  putting  a  luxu- 
ry resort  there.  Now  it's . . . 

An  island  of  choice 


If  a  winter  break  in  the  Caribbean 
is  in  your  plans,  think  seriously 
about  Anguilla.  This  flat,  quiet, 
sparsely  populated  slice  of  sand-cov- 
ered coral,  still  a  British  colony,  is 
only  a  short  ferry  ride  or  hop  by  pud- 
dle jumper  from  St.  Martin.  And  elec- 
trification, new  roads,  water  desalina- 
tion plants  and  new  ways  of  keeping 
food  fresh  for  months  at  a  time  have 
allowed  a  handful  of  small,  expensive 
resorts  to  blossom  here 

The  island's  coming  of  age  began  in 
1984  with  the  opening  of  the  Malhou- 
hana  Hotel,  whose  owner,  Leon  Roy- 
don,  set  out  to  create  a  Caribbean 
version  of  the  legendary  Hotel  du  Cap, 
in  Antibes.  He  came  close — and  otters 
much  better  weather  as  a  bonus.  Mal- 
houhana  |the  Canbe  Indians'  name 
for  the  island)  already  ranks  among 
the  halt  dozen  top  resorts  in  all  the 
Caribbean.  And  it  promptly  set  the 
tone  for  the  island — to  bake  and  dine 
in  luxury.  For  most  guests,  the  must 
rigorous  activities  are  leaving  foot- 
prints on  the  pristine  beach,  bikini 
watching  by  the  pool-with-watcitall 
and  turning  the  pages  ot  a  bestseller  to 
work  up  an  appetite 

There  are  palm-lined  tennis  courts, 
and  you  can  arrange  to  go  sailing, 
windsurfing,  waterskiing  or  scuba 
diving,  but  in  this  European-style  re- 
sort, breaking  into  a  sweat  is  in  bad 
M.illiouhana  is  for  seriously 
burnt  out  cases  looking  to  recharge 
then  batteries,  slowly  and  stylishly. 

The  open  in  restaurant  dramatical- 
ly overhanging  the  sea  is  run  by  the 
■  ;  family,  which  operates Micbe- 
>taura:ns   in   Antibes 
It   boaMs    i   ,}f),000-bot tic- 


wine  cellar  that  would  be  rare  in  New 
York,  let  alone  the  Caribbean.  Rare 
also  are  the  resort's  prices.  In-season 
rates  for  accommodations,  done  in 
Brazilian  walnut,  and  featuring  bas- 
ketball-court-size bathrooms,  are 
$400  a  night  for  a  room  and  $450  to 
$650  a  night  for  a  suite. 

Less  formal  and  less  expensive  is 
the  new  Coccoloba,  once  the  site  of  a 
spartan  fat  farm,  already  thriving  on 
Malhouhana  rejects  and  refusemks.  A 
string  of  roomy,  casual  cottages  just 
above  two  sugary  strands,  Coccoloba 
is  run,  or  rather,  walked,  by  E.  David 
Brewer,  formerly  of  jumby  Bay,  Little 
Dix,  Cancel  Bay,  etc.,  and  an  expert 
hand  at  loosening  up  and  resuscitat- 
ing the  too  tightly  wound.  The  first 
thing  that  loosens  for  most  guests  is 
the  belt  No  lackets  and  ties  at  dinner 
here  (or  anywhere  else  on  the  island), 
though  the  cuisine  is  dressed  to  kill, 
thanks  to  a  young  French  chef  named 
Eric  Scuiller.  Join  him  on  a  guest  tour 
of  his  air-conditioned,  hangar-size 
kitchen.  Over  a  chilled  Chabhs  he 
reveals  the  secret  of  how  such  an  end- 
of-the-hne  island  manages  to  offer 
haute  cuisine — the  proximity  to  St. 
Martin,  which  is  a  major  market  for 
tood  purveyors,  and  new  machines 
that  vacuum-pack  butchered  meats 
and  fish  fillets  to  keep  them  fresh  for 
weeks  at  a  time  without  freezing. 
Lobster  is  a  lot  less  of  a  problem  to 
keep  The  local  crustaceans  are  kept 
in  a  seawatei  moat  that  rings  the  pool- 
side  bar. 

At  Coccoloba — sea  grape  in  Ara- 
wak — rows  of  the  tropical  plants  sepa- 
rate the  beach  trom  the  roomy,  mod- 
ern-style cottages.  Water  sports  are 


readily  at  hand  including  fine  snorke 
ing  right  in  front  of  the  hotel.  There 
also  a  tennis  program  run  by  Pet' 
Burwash  for  tuning  your  game, 
sunset,  guests  gather  at  the  poolsi< 
bar  to  watch  the  resident  flock  of  pel 
cans  plunge  into  the  flaming  sea. 

Rooms  at  Coccoloba  run  $240 
S280  from  Oct.  29  to  Dec.  16  and  $2S 
to  $375  from  Dec.  17  to  Apr.  14,  wht 
summer  rates  kick  in — $160  and  up 

Cap  (uluca  (named  after  the  rail 
bow  god  of  Anguilla)  is  the  smalle 
and  the  newest  of  the  island's  luxui 
hotels,  with  just  18  units  open  th 
season.  It's  Moorish  in  design,  opi 
lent  in  style,  but  simple  in  operatioi 
If  you  sincerely  don't  want  to  be  bod 
cred  by  anyone,  for  anything,  for  day 
consider  Cap  Juluca,  where  wee! 
could  pass  without  your  having  to  ut 
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WW  from  suite  at  Coccolobu  resort.  Anguilla 

X  sunset,  pelicans  diving  into  the  /laming  sea. 


our  vocal  cords  for  anything  other 
ilian  ordering  dinner.  Breakfast  is 
terved  on  your  beachside  patio,  and 
sou  can  have  one  of  the  cooks  prepare 
iinch  and  even  dinner  there,  too.  The 
:;sort's  only  restaurant  is  smack  on 
tie  sea  and  sports  a  continental  menu 
l/ith  island  flourishes. 
i  The  pool  isn't  even  completed  yet, 
:ut  with  the  tepid  ocean  just  inches 
rom  the  beachside  villas,  and  with 
athtubs  built  for  two  in  each  room, 
i.o  one  seems  to  notice. 

The  resort  was  conceived  and  is  run 
;y  a  well-seasoned  British  couple, 
,Lobin  and  Sue  Ricketts,  who  had  a 

and  in  (and  still  own  a  piece  of)  Mal- 
'.ouhana.  In  season,  rates  are  $300  per 
aght  for  a  luxury  double,  $525  for  a 
>ne-bedroom  suite,  and  $725  for  a 
wo-bedroom  suite. 


The  accommodations  at  Cinnamon 
Reef  are  not  quite  in  the  same  league 
as  these  three  new  resorts,  but  it  has  a 
beautiful  setting.  The  bar  and  dining 
room,  high  above  an  azure  bay,  are 
worth  a  visit  at  any  rate,  and  the  bay- 
front  beach  is  just  as  tempting  as  any 
other  on  the  island. 

Rates  from  November  through 
April:  $180  to  $275  a  night  for  a  one- 
bedroom  villa;  $140  to  $200  for  a  one- 
bedroom  garden  suite;  $300  to  $450 
for  a  two-bedroom  beachfront  suite. 

There  are  also  luxury  condos  to  be 
rented  on  the  island,  at  Cul  de  Sac, 
Canmar  Beach  and  Cove  Castles, 
and  a  host  of  less-than-luxury-class 
accommodations.  For  more  informa- 
tion contact  the  Anguilla  Depart- 
ment of  Tourism  office  at  (516)  673- 
0150—  W.G.F. 


Giving  so 

it  doesn't  hurt 

Americans  are  a  charitable  lot,  and 
that's  why  scams  abound — too 
many  fundraisers  taking  more  in 
commissions  and  fees  than  they  chan- 
nel to  the  intended  beneficiaries. 

A  recent  study  of  fundraising  by 
telephone  in  Connecticut,  for  exam- 
ple, found  that  only  about  one  dollar 
in  every  four  wound  up  as  the  givers 
intended;  the  rest  went  into  the  fund- 
raisers' pockets.  Says  Connecticut  As- 
sistant Attorney  General  David  Orm- 
stedt,  who  conducted  the  1987  study: 
"In  essence,  a  charity  can  spend  what- 
ever it  wants  for  fundraising,  and  that 
has  opened  the  door  for  a  lot  of  con 
artists." 

There  is  yet  another  trap  for  the 
unwary  giver — organizations  that  pig- 
gyback on  the  reputations  of  estab- 
lished charities  that  have  similar- 
sounding  names. 

Ever  heard  of  the  Cancer  Research 
Society?  It  sounds  legitimate  enough, 
but  it  is  not  even  a  distant  cousin  to 
the  Cancer  Research  Institute,  the  35- 
year-old  charity  that  spends  some 
$2.7  million  annually  on  immunolog- 
ical research.  The  Cancer  Research 
Society,  in  contrast,  is  a  family-run 
operation  that  helps  cancer  patients 
travel  to  and  from  local  hospitals  in 
Redlands,  Calif. 

It  raised  an  estimated  $300,000 
last  year,  mainly  by  sounding  like 
the  CRI — and  hsting  itself  more 
prominently  in  telephone  directories 
across  the  country.  The  giant  CRI 
did  a  little  investigating  and  found 
that  between  1973  and  1985  only  9% 
of  the  funds  raised  by  the  California 
charity  went  to  a  cancer-related  ac- 
tivity. The  rest?  No  one  is  quite 
sure.  The  California  attorney  gener- 
al's office  is  now  investigating. 

In  April  a  federal  court  in  New  York 
awarded  CRI  $38,000  in  damages  and 
enjoined  the  California  group  from 
using  the  name  Cancer  Research  Soci- 
ety. It  now  calls  itself  the  United  Can- 
cer Research  Society  but  is  still  listed 
in  many  telephone  books  under  the 
old  name. 

An  accomplice  to  such  abuses  has 
been  the  U.S.  Supreme  Court.  Last 
June  it  ruled  that  charities  or  their 
professional  fundraisers  cannot  be 
forced  to  disclose  how  their  funds  are 
spent.  And  even  if  the  law  provided  no 
shelter,  authorities  cannot  hope  to  po- 
lice every  one  of  the  422,103  tax-ex- 
empt organizations  listed  in  the  U.S. 
So  how  do  you  check  out  a  charity? 
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For  openers,  make  sure  the  charity 
does  indeed  have  501(c)(3)  status  from 
the  Internal  Revenue  Service,  so  your 
contribution  will  at  least  be  tax-de- 
ductible. You  can  call  the  IRS  at  800- 
424-1040.  But  simply  being  listed 
means  little.  The  United  Cancer  Re- 
search Society  still  has  tax-exempt 
status,  for  example.  About  all  a  chari- 
ty need  do  to  get  such  status  is  apply 
to  the  IRS. 

If  you  are  thinking  of  a  sizable  gift, 
ask  for  financial  statements  and  spe- 
cifics on  where  donations  go.  But  be 
aware  that  the  figures  can  be  mislead- 
ing. Expenses  incurred  in  mail  solicit- 
ing, for  example,  could  be  lumped  un- 
der charitable  expenditures,  rather 
than  under  fundraising,  simply  by  in- 
cluding some  advisory  health  infor- 
mation ("See  your  doctor")  in  a  mail- 
ing piece. 

Also  check  with  the  state,  usually 
the  attorney  general's  office,  to  see  if 
there  have  been  any  problems  with 
the  charity.  Remember  to  ask  the 
state  for  the  charity's  annual  report 
and  for  federal  form  990,  which  is  the 
charity's  tax  return.  All  chanties  have 
to  spend  money  to  raise  money,  but 
here's  a  good  rule  of  thumb:  Fund- 
raising  expenses  should  not  exceed 
35%  of  what  is  collected. 

Top  chanties,  which  seldom  resort 
to  high-cost,  high-pressure  telephone 
solicitation,  spend  considerably  less 
than  35%.  The  Salvation  Army,  tor 
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The  tiny  Cancer  Research  Society's 
listing  in  the  Manhattan  phone  hook' 


example,  which  makes  extensive  use 
of  volunteers,  spent  only  5%  of  the 
estimated  S900  million  it  collected  in 
1987  on  fundraising,  and  only  10%  on 
management.  The  American  Red 
Cross,  one  of  the  largest  and  best 
known  chanties  in  the  U.S.,  collected 
S972  million  in  1987,  and  3%  of  that 
went  for  fundraising,  another  6%  for 
management.  The  American  Cancer 
Society  collected  $304  million  last 
year,  and  15%  went  for  fundraising, 
8%  for  management. 

There  are  two  groups  that  monitor 
chanties:  the  National  Chanties  In- 


formation Bureau,  and  the  Phil 
thropic  Advisory  Service  of  the  Coi 
cil  of  Better  Business  Bureaus  at  7i 
276-0109. 

The  NCIB,  19  Union  Square  Wt 
New  York  City  10003-3395,  publ 
es  a  free  "Wise  Giving  Guide"  f 
times  a  year.  It  lists  400  national  ch 
ities  and  notes  any  violations  of  NC 
standards.  In  addition,  the  guide  p 
vides  a  list  of  charities  that  fail 
respond  to  NCIB  questionnaires — t 
fiscal  equivalent  of  refusing  to  tak 
drug  test. 

If  you  have  a  question  about  a  s] 
cific  charity,  NCIB  will  also  furn 
its  report  on  the  charity,  listing  bat 
ground,  the  amount  of  money  that 
spent  on  fundraising,  and  other  use 
information — such  as  how  often  t 
board  meets  and  who  attended 
meetings.  You  can  get  up  to  thi 
reports  free  of  charge.  Simply  wr 
NCIB  or  call  212-929-6300. 

The  CBBB  has  a  bimonthly  bookl 
"Give  But  Give  Wisely,"  which  li 
the  chanties  that  draw  the  most  qu 
tions  from  the  public  and  evalua 
them  for  compliance  with  CBBB  st 
dards.  It  also  lists  charities  that  c 
sistently  refuse  to  supply  infor: 
tion.  To  get  a  copy,  send  $1  and 
stamped,  self-addressed  envelope 
Philanthropic  Advisory  Servi 
Council  of  Better  Business  Burea 
1515  Wilson  Blvd.,  Arlington, 
22209— Edward  Giltenan 


Prime  investing 

If  your  broker  calls  with  a  pitch  for  a 
new  $55  million  closed  end  fund 
called  Pilgrim  Prime  Rate  Trust,  give 
a  listen — at  least  tor  the  laughs. 

The  fund,  which  debuted  last  May, 
promises  you  a  return  very  close  to 
the  prime  interest  rate  hence  its 
name.  It  buys  slices  of  floating-rate 
bank  loans  and  passes  on  the  interest 
to  investors.  The  corporate  loans  axe 
tied  to  the  prime  rate  (now  10% 
you  supposedly  get  more  yield  than 
dowdy  money  markets  oi  certificates 
ot  deposit.  And  there's  no  need  to 
worry  about  rising  interest  rates  as 
you  would  with  .1  Long-term  bond, 
since  the  return  rises  with  the  prime 
rate  Problem  is,  once  you  get  past  the 
broker's  story,  this  rleaJ  stinks. 

First,  investors  get  bit  with  .1 

sales  commission  off  the  top  so  you 

$10.31  for  an  asset  worth  $10. 

Assuming  no  movement  in  interest 

1  »tei  1  aJ  return  the  first  yt  ai 

t  toi  'a.   load,  comes 

1  measly  6.7%.  Stay  in  Pilgrim 

1]  1  .si    j ears  undei  the  same 


interest  rate  conditions,  and  your  net 
is  an  estimated  8.2%,  according  to 
Miami,  1  la  based  closed-end  fund  ex- 
pert Thomas  Hcrztcld. 

Unlike  typical  closed-end  funds, 
Pilgrim  issues  shares  continually,  so 
there  is  even  less  chance  for  your 
shares  to  trade  at  a  premium  to  net 
asset  value  than  there  is  with  conven- 


tional closed-end  funds.  Worse, 
cause  the  fund  itself  is  constantly 
suing  new  shares,  your  shares  are  n 
very  liquid.  (Pilgrim  at  present  1< 
you  redeem  your  shares  quarterly 
the   prevailing   NAV,   currently   $1 
You  still  lose  the  3%  load,  but  i 
better  than  scrambling  on  the  op 
market.     One     recent     open-mark 
quote  was  $9.) 

Worse  yet,  if  interest  rates  begin 
sink — and  remember,  your  yie 
would  drop  with  the  prime — and  y 
decide  to  abandon  ship  before  holdi 
on  a  full  year,  Pilgrim  will  take  up  t 
quarter  of  your  dividend  in  early  wit 
drawal  charges.  Pass  this  deal  by. 

But  while  you  have  your  broker 
the  phone,  you  might  ask  about  br 
kered  certificates  of  deposit.  Despe 
ate  banks  and  SckLs  are  still  payir 
hefty  rates  averaging  7.7%  on  si: 
month  and  8%  on  12-month  certit 
cates.  Better  yet,  brokers  are  offerir 
CDs  at  even  higher  rates.  As  long  i 
your  balance  isn't  over  $100,001 
you'll  get  every  penny  back  even  if  th 
bank  folds. 

Another  way  you  can  top  Treasui 
rates,  yet  still  get  the  the  same  go^ 
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ernment  protection,  is  with  Coopera- 
tive Utility  Trust  Certificates.  Issued 
by  electric  utilities,  like  Cajun  Elec- 
tric Power  Coop  in  Baton  Rouge,  La., 
they  are  callable  in  ten  years.  So  in- 
vestors get  yields  up  to  75  basis  points 
higher  than  comparable  Treasurys. 


Take  the  $500  million  in  certifi- 
cates issued  by  Cajun  Electric  in 
March.  The  5-  and  10-year  maturities 
made  up  only  $60  million  of  the  issue, 
and  they  were  gobbled  up  by  institu- 
tions. But  the  $440  million  of  9.5% 
30-year   certificates   can   be   had   in 


$1,000  lots.  This  bond  has  been  tra 
ing  at  up  to  73  basis  points  above  t 
long  Treasury.  Recent  yield:  9.7' 
Drawbacks:  Unlike  Treasurys,  the 
co-op  certificates  are  subject  to  sta 
and  local  taxes.  And  they  may  be  ha 
to  find.— E.G. 


Does  the  FBI  have  a  file  on  you? 


Curiosity  finally  got  to  a  retired 
New  York  manager  for  a  Forbes 
500  company  who  was  a  longtime 
supporter  of  liberal  causes.  He  wanted 
to  find  out  if  the  Federal  Bureau  of 
Investigation  had  ever  kept  tabs  on 
him.  To  his  surprise,  finding  out 
proved  to  be  a  snap.  All  he  had  to  do 
was  write  the  bureau  and  invoke  a 
little-known  federal  statute  called  the 
Privacy  Act. 

The  law,  a  companion  to  the  bet- 
ter-known Freedom  of  Information 
Act  (FOIA),  generally  gives  individ- 
uals the  right  to  see  the  contents  of 
files  maintained  about  them  by 
federal  Executive  Branch  agencies, 
such  as  the  FBI,  the  State  Depart- 
ment and  the  Defense  Depart- 
ment. Not  covered  by  this  law  are 
files  maintained  by  Congress,  the 
judicial  system  or  state  govern- 
ments. (Many  states  and  courts, 
however,  have  similar  access  rules 
for  their  own  files.) 

In  seeking  your  own  federal  file, 
invoking  the  Privacy  Act  is  often  bet- 
ter than  the  FOIA,  although  many 
people  cite  both.  The  Privacy  Act  af- 
fords agencies  somewhat  narrowct 
grounds  for  withholding  data  about 
yourself.  Whereas  information  re- 
leased under  the  FOIA  theoretically 
becomes  a  public  record  that  anyone 
can  get  hold  of,  material  subject  to  the 
Privacy  Act  generally  can't  he  re- 
leased to  others  without  your  con- 
sent, at  least  during  your  lifetime. 


You  should  mail  your  letter — it 
doesn't  have  to  be  certified  or  regis- 
tered— to  the  relevant  agency's  main 
office  (usually  in  Washington)  marked 
"Attention:  Freedom  of  Information/ 
Privacy  Acts  Office."  Each  agency  has 
one.  For  the  FBI,  it  is  often  useful  to 
send  a  duplicate  request  to  any  field 
office  that  might  have  a  file. 

To  verify  your  identity  and  speed 


your  inquiry,  all  Privacy  Act  requests 
should  be  acknowledged  by  a  notary. 
Your  letter  should  cite  the  Privacy 
Act  by  name  and  statute  number — 5 
U.S.C.  552a — and  request  "all  infor- 
mation concerning  myself  in  your 
files."  Give  identifying  personal  data 
such  as  full  name,  place  and  date  ot 
birth,  Social  Security  number  and  cur- 
rent and  previous  home  addresses. 
State  as  specifically  as  you  can  whv 
such   data    might    be    maintained   or 


where  it  might  be  located. 

If  you  query  the  Defense  Departme 
and  served  in  the  military,  include  yo 
military  identification  number,  yea 
of  service,  ranks  and  unit. 

Despite  a  heavy  load  of  request 
both  the  FBI  and  the  Pentagon  ha1 
good  records  of  acknowledging  lette 
within  a  few  weeks  and,  within  a  fe 
months,  either  providing  located  fil 
or  stating  that  none  exist.  Howeve 
in  sensitive  cases  delays  of  a  year 
more  aren't  unknown. 

Although  the  Privacy  Act  allov 
agencies  to  levy  reasonable  fees  f 
their  efforts,  most  don't  charge  f 
searches  and  often  photocopy  mo 
est  files  for  free. 

Not  everything  in  a  file  is  alwa 
released.  Exceptions  incluc 
sources  of  confidential  inform, 
tion  in  criminal  cases,  personal  pr 
vacy  of  others,  matters  relating  t 
national  security,  income  tax  rj 
turns  and  certain  law  enforcemer 
materials.  Legislation  also  largel 
exempts  the  Central  Intelligent 
Agency.  However,  even  files  in 
properly  compiled  (via  political) 
motivated  surveillance,  for  instanc 
are  subject  to  release. 

Not  satisfied  with  the  release?  Yo 
can  file  an  administrative  appeal  an 
even  sue.  The  mere  filing  of  a  lawsu 
often  persuades  the  agency  to  coug 
up  more  information. 

What  about  the  New  York  corpc 
rate  manager  who  supported  liben 
causes?  The  FBI  evidently  couldn 
have  cared  less.  It  reported  it  had  n 
tiles  on  him. — William  P.  Barrett 


Caveat  vendor 

A  woman  on  the  West  Coast  recent- 
.ly  decided  to  si  II  ,i  K.indinsky  oil 
that  had   been   m  the  family  for  50 
s    "My  fathei  had  bought  it  for 
$350,"  she  said.  The   major  auction 
houses  courted  her    So  did  dealers. 
"One  dealer  offered  $1.5  million,    she 
said,  "but  that  meant  he  could  get  a 
lot  more,  right?  So  why  couldn't  we?" 
Good  question.  You  may  not  be  sit 
iterpiece,  but  what  about 
:n\   i  imp  that  you  picked  up 
li     ou're  thinking  ot 
■  \  aim.    how  you 


do  it  can  make  a  big  difference  in 
what  you  net.  It  it  is  a  masterpiece,  ot 
course,  the  difference  can  be  enor- 
mous. Says  New  York  art  collector 
Stuart  1'ivar:  'Choosing  the  right  gal- 
lery or  auction  house  can  mean  the 
difference  between  getting  S500,000 
m~h\  S2  million 

For  starters,  decide  whether  to  sell 
through  an  auction  house  01  a  callers 
Man)  galleries  work  on  a  commission 
basis  (about  20%  under  $1  million, 
10%  over),  but  a  good  number  also 
buy   outright    from    the   owner.    The 


seller  gets  the  agreed-on  price  eithe 
way,  and  that's  that. 

Galleries  also  offer  a  greater  degre 
ot  anonymity.  This  can  be  an  impoi 
tant  factor  since  selling  an  artwor 
can  start  rumors  that  the  seller's  fi 
nancial  condition  is  not  as  hot  as  ev 
eryone  thought  "We  have  client 
who  would  be  furious  if  it  becam 
known  by  the  New  York  limes  wha 
thev  sold,'  says  Joan  Washburn  ot  th 
Washburn  Gallery  in  New  York. 

A  gallery  is  also  better  positioned  ti 
avoid  the  dreaded  phenomena) 
known  as  "burning''  an  artwork.  Tha 
bit  ot  art  world  argot  is  sure  to  b 
heard  when  your  object  does  not  sel 
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Can  you  spot  the  Range  Rover  in  this  picture? 


idbye  road.  Goodbye  traffic.  Goodbve 
h. 

Range  Rover  does  something  far  more 
ssive  than  get  you  through  a  traffic  jam 
conditioned,  arm-chaired,  stereo- 
nded  comfort. 

Range  Rover  takes  you  where  there 
jams.  Because  there  is  no  traffic, 
hrough  the  woods.  Along  the  beach, 
s  the  desert.  Range  Rovers,  after  all,  are 
raordinary,  they  drive  for  years  in  places 


ordinary  cars  couldn't  drive  a  quarter  of  a  mile. 

So  it's  not  surprising  that  to  many  a 
Range  Rover's  most  luxurious  feature  isn't  its 
elegant  interior,  optional  sunroof,  or  the 


- 


<$ 


security  of  24  hour  roadside  assistance. 

Its  most  luxurious  feature  is  its  ability  to 
provide  an  experience  a  bit  more  exhilarating 
than  a  highwav  to  the  suburbs  at  six  p.m. 

Why  not  call  1-800-FINE  4WD  for  the 
Range  Rover  dealer  nearest  you? 

We  won't  deny  that  at  somewhat  above 
$34,000  a  Range  Rover  is  hardly  inexpensive. 

But  after  all  the  time  you've  spent  in 
trafficlikethis,  what  could  be  nicer  than  going 


off  on  vour 


own? 


and  everyone  in  the  world  knows  it. 
When  a  piece  gets  burned,  it's  general- 
ly assumed  that  the  hapless  work  of 
art  has  something  wrong  with  it.  Says 
Joan  Washburn:  "The  more  skillful 
the  dealer  is,  the  fewer  people  you 
need  to  show  the  artwork  to." 

The  auction  houses,  of  course,  have 
their  own  advantages.  The  two  giants, 
Sotheby's  and  Christie's,  combine  the 
most  sophisticated  marketing  and  ex- 
pertise to  be  found.  With  worldwide 
exposure  and  experts  in  everything 


from  doorknobs  to  diamonds,   they 
provide  the  ease  of  one-stop  selling. 

Their  contracts  are  similar,  quoting 
a  10%  commission  on  objects  sold 
under  the  hammer  for  $5,000  or  more 
and  settlement  within  35  days.  And, 
as  with  so  much  in  the  art  world, 
most  items  in  the  contract  are  nego- 
tiable. Chances  of  playing  one  house 
against  the  other  for  sweeter  terms 
rise  in  direct  proportion  to  the  object's 
value.  "It  happens  all  the  time,"  sighs 
Warren  Weitman  Jr.,  head  of  trusts 


and  estates  at  Sotheby's. 

Above  all,  start  with  a  good  apprais- 
al from  a  disinterested  third  party. 
The  Appraisers  Association  of  Ameri- 
ca in  New  York  can  refer  you  to  one.  If 
you  hire  a  dealer,  make  it  clear  he  will 
not  sell  the  work  for  you.  Also  consid- 
er lending  the  work  to  a  museum  ex- 
hibit. Contact  curatorial  departments 
for  information.  For  a  loan  of  two 
months  you  could  add  15%  to  the 
value. — Christie  Brown 


Sotheby's  Art  Market  Trends 

Index  sectors 

Aug 
1988 

One 

month 

ago 

One 
year 
ago 

Two 

years 

ago 

Five 

years 
ago 

One 

month 

%  change 

One 

year 

%  change 

Two 

years 
%  change 

Five  years 

% 
change 

average 

annual 

%  change 

Old  Master  paintings 

403 

403 

349 

303 

217 

nil 

+  15.5 

+  33.0 

+  85.7 

+  13.2 

19th-century 
European  paintings 

361 

361 

303 

250 

197 

nil 

+  19.1 

+  44.4 

+  83.2 

+  12.9 

Impressionist  &  Post- 
impressionist  art 

1,091 

1,091 

661 

432 

298 

ml 

+  65.1 

+  152.5 

+  266.1 

+  29.6    ' 

Modern  paintings 
(1900-1950) 

1,090 

1,090 

666 

429 

275 

nil 

+  63.7 

+  154.1 

+  296.4 

+  31.7 

Contemporary  art 
(1945  onward) 

728 

728 

597 

524 

366 

nil 

+  21.9 

+  38.9 

+  98.9 

+  14.7 

American  paintings 
(1800-pre-WWII) 

9S8 

958 

789 

687 

501 

ml 

•  21.4 

+  39.4 

+  91.2 

+  13.8 

Continental  ceramics 

407 

407 

320 

290 

272 

nil 

+  27.2 

+  40.3 

+  49.6 

+    8.4 

Chinese  ceramics 

684 

684 

550 

486 

445 

ml 

+  24.4 

+  40.7 

+  53.7 

+   9.0 

English  silver 

?ss 

388 

349 

338 

219 

ml 

+  11.2 

+  14.8 

+  77.2 

+  12.1 

Continental  silver 

260 

260 

201 

192 

156 

ml 

+  29  4 

+  35.4 

+  66.7 

+  10.8 

American  furniture 

469 

469 

452 

380 

239 

ml 

+   3.8 

+  23.4 

+  96.2 

+  14.4 

French  &  Continental 
furniture 

355 

355 

319 

285' 

249 

ml 

+  11.3 

+  24.6 

+  39.8 

H     6.9 

English  furniture 

7S4 

784 

594 

447 

309 

ml 

+  32.0 

+  75.4 

+  153.7 

+  20.5 

Aggregate  index* 

660 

661 ) 

4",;. 

369 

175 

ml 

i  38.9 

+  78.9 

+  140.0 

+  19.1 

Basis  1975                                                                                                                                                                                                heby'j  1988 
"Contemporan  an  was  added  to  the  Vn  Index  In  September  i               iggregate  Index  excludes  this  categor*  prior  to  thai  date 

Sothetn  v  \n  Market  [rends  reflect  subjective  analyses  and  opinions  ol  Sothebv  s  an  experts,  based  on  auction  sales  and  other  Information  deemed  relevant 
Nothing  in  Sotheb*  s  \n  Market  Trends  i>  intended  as  Investment  advice  or  as  .i  prediction  or  guarantee  of  future  performance  or  otherwise 

Coming  attractions 

A  strong  autumn  season  is  in  prospect  at 
auction  houses 

On  Oct.  19  Christie's  will  otter  a  407- 

is  B.  Mayer)  worth  an  estimated  $50  million.  Included  is 

the  major     a  bronze  dancer  by  Degas  (estimate,  $8  million  to  $10 

millionl  and  paintings  by  Picasso,  Monet,  Cezanne  and 

J_       Mnrlioliani 

carat  diamond — second  in  size  only  to  the 
Cullman   diamond     The   stone   was   cut 
down  trom  an  S90  carat  stone  to  make  it 
flawless     With    jewelry    fetching   record 
prices,  the  value  ot  this  stone  is  estimated 
at  more  than  $20  million. 

ChnstK  -  \,<\    9  sale  will  he  a  signal  ot 
price  strength   m   the   contemporary  art 
market   The  sale,  expected  to  bring  ovet 
$20  million,  features    White  Flag''  by  Jas- 
per [ohns  and  "Frieze'    by  Jackson  Pol- 
1    SS  than  a  week  later,  on  Nov.  14, 
tie's  will  auction  impressionist  and 
modern  wo                          [lection  ot  Wil- 
li                     a  ;her  father  was  Lnu- 

Sotheby's  jewelry  sale  on  Oct.  17  will 
star  a  48-carat  Burmese  ruby  (estimate, 
$15  million). 

On  Nov.  10  Sotheby's  will  auction 
paintings  from  the  Victor  Ganz  collec- 
tion. Included  are  six  Picassos — among 
them,  "Bird  Cage"  (estimate,  $7  million 
to  $10  million)  and  "Woman  in  a  Red 
Hat"  (estimate,  $4  million  to  $5  millionl. 

Sotheby'6  continues  on  Nov.  11  with 
the  sale  of  important  works  by  Renoir, 
Degas  and  Gauguin,  among  others.  Degas' 
pastel  "Lowering  the  Curtain"  is  estimat- 
ed at  $7  million  to  $9  million.  Renoir's 

"Bathf>r"  's  psfimatprl  at  rhp  same 

4(>~  carat  gem  cutfrom 
890-carat  stone 
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It  is  more  than  an  airborne 


limousine  or  corporate 


status  symbol.  It  is  a  pure 


aeronautical  creation  that 


combines  the  most  advanced 


technology  and  the  highest 
quality  in  corporate  aviation. 


Designed  and  built  with 


more  integrity,  it  performs 


with  more  integrity.  Serving 


its  owner  at  unparalleled 


levels  of  speed  and  efficiency 
and  safety  and  reliability. 


It  is  more  than  a  business  jet. 


It  is  the  Falcon  Jet. 


A  higher  standard. 


For  information,  c 

Senior  Vice  President  of  Marketing,  at  (201)J95-8056. 


FalconJet 

Teterboro,  New  Jersey  07608 


Careers 


A  stint  in  the  military  or  in  the  Peace  Corps 
may  be  better  preparation  for  a  business 
career  than  going  after  an  M.B.A. 

Life  experience 

versus 

case  studies 


By  Fleming  Meeks 


According  to  a  recent  report  by 
the  American  Assembly  of 
I  Collegiate  Schools  of  Busi- 
ness, corporate  recruiters  overwhelm- 
ingly say  leadership  and  interpersonal 
skills  are  key  to  what  they  look  for 
when  recruiting  M.B.A.s. 

But  are  M.B.A.s  trained  for  dealing 
with  people?  No,  says  the  report, 
agreeing  with  H.  Ross  Perot,  who 
complains  that  lack  of  leadership 
training  is  "one  of  the  most  glaring 
deficiencies"  of  the  business  school 
curriculum. 

Not  surprisingly,  then,  recruiters 
are  looking  beyond  the  M.B.A.  pool 
for  managers  with  leadership  ability. 
One  such  executive  is  Gregory  Vahle, 
vice  president  oi  personnel-corporate 
staff  at  Pfizer  Inc.  He  actively  recruits 
junior  military  officers  to  fill  the 
ranks  of  lower  and  entry-level  man- 
agement. Vahle  believes  that  proven 


s  w  bitney  d</ii  /' 
"You're  there,  and  you  do  it. 


performance,  not  just  an  academic  de- 
gree, is  what  matters.  He  argues  that 
former  military  officers  come  aboard 
with  an  edge.  Unlike  your  typical 
young  American,  people  trained  in 
the  military  know  what  it  is  like  to 
get  their  orders  both  obeyed  and  re- 
spected. "They  know  what  it's  like  to 
manage  people,  to  manage  a  function 
and  to  manage  a  budget,"  Vahle  says. 
They've  got  good  business  savvy." 

Thomas  O'Reilly,  as  former  direc- 
tor of  executive  resources  at  Chase 
Manhattan  Bank,  was  strong  on  for- 
mer Peace  Corps  volunteers.  "Their 
adaptability,  their  tolerance  for  ambi- 
guity, and  their  ability  to  relate  to  a 
wide  variety  or  people"  make  them 
ideal  candidates  to  become  managers, 
O'Reilly  says. 

Thus  while  the  business  schools 
work  harder  than  ever  to  market  their 
product  as  the  essential  passport  to 
business  life,  a  good  many  young  peo- 
ple are  rising  through  the  executive 
ranks  without  benefit  of  this  particu- 
lar union  card.  Among  them: 

On  joining  the  Navy  in  1965,  22- 
vear-old  Dartmouth  grad  Whitney  Goit 
II  picked  up  his  tennis  racket  and  golf 
clubs  and  headed  for  Officer  Candi- 
date School,  in  Newport,  R.I.  Now  45 
and  a  senior  vice  president  for  sales 
and  marketing  at  Arts  &  Entertain- 
ment Cable  Network,  Goit  recalls 
that  he  never  got  a  chance  to  work  on 
his  backhand  during  the  16  weeks  of 
OCS.  But  within  a  year  23-year-old 
Ensign  Goit  was  running  the  mid- 
night watch  on  a  S200  million,  505- 
foot  ship,  with  responsibility  for 
1,000  men.  "You're  there,  and  you  do 
it,"  says  Goit,  who  later  captained  a 
gunboat  in  Vietnam.  "And  you're 
amazed  at  what  you  can  do." 

An  English  major  in  college,  Goit 


picked  up  his  business  skills  in  a  va 
ety  of  sales  and  marketing  jobs  befoil 
joining  the  fledgling  cable  networf 
four  and  a  half  years  ago.  A&JE,  whic 
now  has  35  million  subscribers,  be! 
came  profitable  last  year  on  revenue! 
of  around  $40  million. 

Goit's  Navy  experience,  he  say| 
seasoned  him  on  the  fundamentals  i 
management,  which  he  describes  i\ 
"learning  to  apply  common  sense  tl 
difficult  decisions."  Equally  impoj 
tant,  he  says,  it  gave  him  a  close- 
view  of  how  organizations  functioij 
You  can  study  the  theory  of  organize! 
tions  in  business  school,  he  pointj 
out,  "but  in  the  military  you  live  it.| 

Teacher-turned-entrepreneur   Ma 
Jordan-DeLaurenti,  50,  says  teaching  i 
an  excellent  background  for  busines 
because    teachers    "know    how    tl 
learn."    Her    Dallas-based    trainir 
firm,   Jordan-DeLaurenti,   Inc.   (198| 
revenues,  $5  million),  employs  25 j 
people    and    provides    managemer 
training  for  firms  like  IBM,  Xerox  an] 
Exxon,  as  well  as  job-specific  traininj 
and  management  services  for  the  Fed 
eral  Aviation  Administration,  the 
Force  and  the  Army.  Among  othe 
things,    her   firm    develops    traini 
packages  (interactive  video)  for  th: 
Air  Force  on  maintenance  of  the  B-l) 
bomber,  and  trains  the  Army  on  th, 
LANCE  and  MLRS  missiles.  Amonj 
her  top  managers:  former  teachers  an^ 
military  officers. 

Jordan-DeLaurenti's  journey  fror 
teacher  to  the  business  world  has 
additional  twist.  From  1955  to  196i| 
she  not  only  taught  English,  matr 
social  studies  and  music  in  parochis 
schools  in  Pennsylvania  and  on  Lor 
Island,  but  she  was  also  a  nun  wit 
the  Sister  Servants  of  the  Immaculatt] 
Heart  of  Mary. 


:/.?. 


J-DL,  fnc  's  Alary  Jordan-DeLaurenti 
Teachers  make  good  managers. 
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Kip  liniiij.iv'!' 


Disneyland  General  Manager  Bob  Gault 

The  former fry  cook  doesn't  get  too  cocky. 


Real  estate  developer  Bill  Gaynor 

Going  to  sea  taught  him  teamwork  and  cooperation. 


In  1970,  after  earning  a  Ph.D.  in 
educational  administration  from  No- 
tre Dame,  Jordan-DeLaurenti  left  the 
order  and  went  to  Lewis  University  in 
Lockport,  111.,  where,  as  dean  of  con- 
tinuing education,  she  built  the  pro- 
gram from  25  to  750  students  in  just 
18  months.  Then,  in  1975,  after  stints 
at  General  Motors  and  Martin  Mariet- 
ta, she  started  J-DL,  Inc. 

While  she  attributes  a  large  mea- 
sure of  her  success  to  a  sense  of  self- 
discipline  developed  during  her  years 
in  the  convent,  her  management  ex- 
perience came  straight  from  her  days 
as  a  teacher.  "You  are  a  manager  in 
the  classroom.  You  are  managing  25 
to  30  people  all  day  long.  You  manage 
how  they  learn,  what  they  learn, 
when  they  learn,-  and  you  manage 
their  problems." 

Robert  Gault,  39,  general  manager  of 
operations  at  Disneyland,  remembers 
the  exact  date — July  3,  1968 — when 
he  started  as  a  part-time  fry  cook  in 
Tomorrowland.  Why?  Because  it 
turned  out  to  be  more  of  a  personal 
window  into  the  future  than  anyone 
might  have  imagined.  Six  years  later, 
after  leaving  Long  Beach  State  Uni- 
versity in  his  junior  year,  24-year-old 
Gault  was  promoted  to  supervisor  of 
Adventureland  and  Frontierland  and 
was  managing  450  employees  and  a 
multimillion-dollar  budget. 

Disneyland,  of  course,  is  a  highly 
regimented  operation  that  doesn't 
leave  the  training  of  its  managers  to 
chance.  Gault  picked  up  extensive- 
training  in-house  at  its  Disney  Uni- 
versity "college  of  food"  and  "college 
of  merchandising."  But  it  was  his 
from-the-ground-up  training,  he  says, 
that  has  most  influenced  his  career. 
Of  his  apprenticeship  he  says,  "The 
most   important   thing   is   that   you 


learn  not  to  get  too  cocky  or  to  think 
that  you  know  things  so  well  that  you 
can't  continue  to  learn."  As  a  result, 
Gault,  who  believes  that  75%  of  all 
management  problems  can  be  solved 
with  common  sense,  still  takes  sug- 
gestions from  anyone — including  fry 
cooks — who  think  they  can  improve 
efficiency  and  profits. 

After  seven  years  of  moving  off- 
shore oil  rigs  around  the  Gulf  of  Mexi- 
co, the  North  Sea  and  the  western 
coast  of  Africa,  Portland,  Me. -based 
real  estate  developer  William  Gaynor, 
36,  says  the  risks  involved  in  the  real 
estate  business  are  a  cakewalk.  A  for- 
mer casino  busboy,  Gaynor  had 
worked  his  way  up  to  the  public  rela- 
tions department  at  the  then  Sahara- 
Tahoe  Hotel  &  Casino  before  going  to 
sea  in  1976.  In  1982,  while  still  a  deck 
officer  in  the  merchant  marine,  he 
started  buying  and  rehabbing  apart- 
ment buildings  in  Portland. 


Brad  Trvm  Doi 


NYSE  Executive  V.P  Sandra  Jaffee 
From  the  mud  hut  to  Wall  Street. 


Since  coming  ashore  in  1985  he's 
built  his  company,  Premier  Proper- 
ties, to  $5  million  in  revenues.  Cur- 
rent projects  include  developing  a  for- 
mer Coast  Guard  station  in  Portland 
harbor  into  a  private  yacht  club. 

The  skills  he  learned  at  sea — fre- 
quently 30  to  45  days  at  a  stretch 
managing  a  crew  of  six  to  twelve — 
have  served  him  well  now  that  he's 
come  ashore.  He  cites  cooperation 
and  teamwork — "One  minute  you're 
telling  somebody  what  to  do,"  he 
says,  "and  the  next  minute  you're 
asking  him  to  pass  the  salt."  But  more 
important,  he  says,  "dealing  with  mil- 
lions of  dollars'  worth  of  equipment 
in  a  very  hostile  environment  under 
very  strained  conditions  and  still  get- 
ting the  job  done"  left  him  with  the 
sense  that  "anything  you  want  to  do 
is  really  achievable."  Observes 
Gaynor:  "Saddling  yourself  with  a 
bunch  of  debt  backed  by  a  bunch  of 
real  estate  is  easy  by  comparison." 

Former  Peace  Corps  volunteer  San- 
dra Jaffee,  43,  is  executive  vice  presi- 
dent and  chief  administrative  officer 
of  the  New  York  Stock  Exchange.  "I 
may  be  the  only  person  you'll  ever 
meet  in  business  who  is  fluent  in  Am- 
haric,"  she  says,  harking  back  to  the 
two  years  she  spent  living  in  a  mud 
hut  in  Addis  Ababa,  Ethiopia.  A  polit- 
ical science  graduate  of  Tufts  Univer- 
sity, she  went  to  Ethiopia  with  the 
Peace  Corps  in  1966,  originally  to 
teach  ancient  history  at  a  school  run 
by  French  Canadian  Jesuits.  However, 
when  the  22-year-old  Jaffee  found  that 
most  of  her  ninth-grade  students  were 
older  than  she  was,  she  realized  they 
would  be  better  served  by  jobs  than  by 
the  history  of  past  civilizations. 

She  thereupon  proceeded  to  set  up 
the  first  jobs  training  center  in  East 
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Africa.  Before  she  left  two  years  later, 
the  private,  self-sustaining  center  had 
trained  several  hundred  workers  in 
skills  ranging  from  restaurant  work  to 
driving  tractors.  Among  the  gradu- 


ates: several  employees  at  the  Addis 
Ababa  Hilton. 

Sandra  Jaffee,  who  spent  two  years 
with  New  York  City's  Budget  Bureau 
and  13  years  with  Citibank  before  go- 
ing to  the  stock  exchange  in  1986, 
recalls:  "The  Peace  Corps  just  gave 
me  enormous  confidence  in  what  I 
could  do." 


Hiring  M.B.A.s  is  still  the  safe  thin 
to  do  for  executives  with  hiring  re 
sponsibilities,  but  those  who  are  mor 
interested  in  uncovering  talent  thai 
in  covering  their  backsides  are  castin, 
increasingly  wide  nets  and  takin; 
chances  on  bright  young  people  wh< 
do  not  necessarily  have  the  conven 
tional  credentials.  ■ 


Discussing  the  undiscussable 


Since  death  or  retirement  is  inev- 
itable, how  does  a  good  chief  exec- 
utive make  sure  that  his  successors 
are  at  least  as  able  as  he  is?  Harvard 
Business  School  professor  Jeffrey  Son- 
nenfeld  has  written  a  fascinating 
book,  The  I  loos  Farewell:  What  Hap- 
pens When  CEOs  Retnv,  dealing  with 
this  inevitable  topic.  The  book,  out 
this  month,  details  four  different 
styles  of  executive  departure: 

Monarch*  Strong-willed  and  even 
imperial  in  style,  these  visionary  lead- 
ers do  not  leave  office  un- 
til they  are  forced  out 
through  death  or  internal 
revolt.  Their  exits  are 
rarely  graceful,  and  in 
their  wake  they  tend  to 
leave  power  vacuums 
filled  with  quarreling, 
backstabbing  subordi 
nates.  Witness  the  depar- 
tures of  William  Black  of 
Chock  Full  o'  Nuts  and 
Juan  Tnppe  of  Pan  Amen 
can  World  Airways.  The 
reader  can  fill  in  othei 
names    from    his    or    her 


Ogilvy  of  Ogilvy  &  Mather,  Irving 
Shapiro  of  Du  Pont,  and  Charles  Ad- 
ams of  Raytheon. 

Governors:  They  rule  for  a  limited 
term  of  office,  then  shift  to  other  vo- 
cational outlets  upon  retirement.  De- 
spite graceful  exits,  Governors  main- 
tain little  continuing  contact  with 
their  firms  once  they  leave,  and  tend 
instead  to  end  up  in  pursuits  like  pub- 
lic service.  Governors  include  David 
Rockefeller  of  Chase  Manhattan 
Bank,  Reginald  Jones  of  General  Elec- 
tric, Thomas  Carroll  of  Lever  Broth- 


i 


own  experience. 

Generals  They  agree  to 
step  down,  but  with  great 
reluctance.  Once  thev  leave  office, 
they  connive  to  get  invited  back,  of- 
ten to  rescue  the  company  trom  prob- 
lems created  by  their  own  handpic  ked 
successors.  The  machinations  of  cor- 
porate Generals  have  sparked  some  of 
the  most  dramatic  battles  in  Amin 
can  business  Generals  says  authoi 
ncnfeld,  include  Harold  Geneen  of 
William  Paley  <  BS  Robert 
Woodruff    i.i  i.    and    A.W. 

(Tom)  Clausen  of  BankAmerica. 

Ambassadors  They  leave  office 
gracefully,  and  frequently  serve  as 
postretirement  mentors.  They  re- 
main  on  the  board  ol  directors  lor 
some  time,  but  do  not  n-  to  sabotage 
their  successors  \ml 
vide  continuity  and  counsel.  Exem- 
plary corporate  Amb.  are 
IBM's  Thomas  Watson  Mbert 
Gordon  of   Kidder,    Peabi           >avid 
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Harvard  Business  School  $  Jeffrey  Sonnenfeld 
Offering  advice  on  executive  departures. 


ers,  John  De  Butts  of  AT&T,  and  Roy- 
al Little  of  Textron. 

Says  Sonnenfeld:  "Handling  the  de- 
parture of  the  chief  executive  is  the 
most  difficult,  sensitive  task  that  a 
bo. ud  of  directors  must  manage 
Sonnenfeld  has  worked  out  some  ad- 
vice tot  boards  tor  dealing  with  corpo- 
rate succession  issues. 

For  example,  both  Monaichs  and 
Generals  frequently  attempt  to  sabo- 
tage the  succession  process  by  desig- 
nating weak  or  undcrqualiticd  succes- 
sors So  boards  need  to  insist  early  on 
that  the  boss  put  forth  a  long-term 
exit  plan  that  includes  the  develop 
ment  of  suitable  candidates  and  a  tar- 
get date  tor  stepping  down.  Boards  at 
such  companies  also  need  to  stress 
the  development  ol  deeper  executive 

strength  within  the  firm.  Yet  officers 


and  subordinates  must  be  cautiou 
about  threatening  such  leaders  sinci 
they  are  quick  to  squelch  any  hint  o 
rebellion.  It's  a  touchy  problem  bu 
any  board  that  avoids  it  is  building  ut 
trouble  for  later  on. 

Generals  often  groom  qualified  sue 
cessors,  but  later  undermine  therr 
once  they've  stepped  down.  How  dc 
you  handle  Generals  so  that,  wher 
the  time  comes,  they  will  leave  with 
out  too  much  pressure?  Boards  shoulc 
find  postretirement  projects  for  their 
that  provide  status  (e.g.,  Chairmar. 
Emeritus)  but  little  real  influence 
over  corporate  decision-making. 
If  a  board  does  ultimately  find  it 
necessary  to  bring  back  a 
General  in  a  crisis,  it 
should  set  a  deadline  for 
his  departure  as  well  as 
establish  specific  chteriai 
for  determining  when  the 
crisis  is  ended.  That  is  ex- 
actly what  the  board  of 
Pillsbury  did  in  February 
when  it  brought  back  re 
tired  chief  executive  Wil- 
liam Spoor  as  an  interim 
chairman  to  replace  his 
own  handpicked  but  inef- 
fectual successor,  John 
Stafford.  As  per  the  terms 
of  his  deal,  Spoor  stepped 
aside  in  August  after  the 
board  finally  succeeded  in 
selecting  a  permanent  new  chairman, 
Philip  Smith. 

Boards  that  have  to  deal  with  a  de 
parting  Ambassador  have  an  easier 
time  of  it  since  Ambassadors  charac- 
teristically develop  definite  and  work 
able  succession  plans.  One  of  the  best 
examples  was  the  transition,  in  1981, 
at  Du  Pont  between  Irving  Shapiro 
and  Edward  Jefferson.  Shapiro  careful- 
ly groomed  Jefferson  for  the  job  of 
chief  executive  and  then  stepped 
aside  to  become  chairman  of  the 
board's  finance  committee. 

Sonnenfeld  doesn't  offer  much  ad- 
vice for  timid  boards  reluctant  to 
tackle  a  ferocious  old  boss,  but  he 
does  raise  interesting  questions  as  to  a 
board's  responsibilities.  Whether  they 
like  it  or  not,  directors'  duties  surely 
include  making  every  effort  to  ensure 
successful  successions.— Ronald  Bailey 
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YOU'RE  ABOUT  TO  FLIP 
OVER  YOUR  CASH  CARD. 


Flip  over  your  cash  card  or  bank  credit  card 
nd  see  if  there's  a  Plus  System*  logo  on  it.  If  so, 
early  20,000  cash  machines  worldwide  are 
ours. 

That  means  you  can  get  emergency  cash 
rhen  you  travel  to  over  4,000  big  cities  and  small 
Dwns  across  the  U.S.  and  Canada.  Not  to  men- 
ion  a  growing  number  of  locations  in  Europe,  the 
'ar  East  and  the  Caribbean.  For  90  million  card- 
tolders,  the  Plus  System  logo  marks  the  spot 
3r  cash  all  over  the  map. 

And  wherever  you  are  in  the  U.S.,  you  can 


find  a  Plus  System  cash  machine  nearby  by 
calling:  1-800-THE-PLUS. 

So  flip  over  your  cash  card  now.  And  if 
there's  no  Plus  System  logo  on  it,  make  your 
next  trip  a  trip  to  a  financial  institution  that 
gives  you  one. 


WE  MAKE 
YOUR  CASH  CARD 

WORTH 
FLIPPING  OVER. 


^Plus 

^System 


.*. 


Faces 

Behind  the  Figures 


Edited  bv  Robert  T.  Grieves 


Penske  prepares 


Roger  Penske  of  Penske  Corp 

He's  found  something  more  exciting  than  racing  cars. 


B.inli  FalkcnhciB 


Remember  Roger  Penske?  He's  the 
former  champion  race  car  driver 
who  turned  a  Philadelphia  Chevrolet 
dealership  into  the  privately  held 
Penske  Corp.,  a  $2-billion-a-year  [re\ 
enues)  joint  venture  empire  with 
General  Motors  and  GE  Capital  as 
major  partners. 

Things  are  stirring  at  Penske  Corp 
these  days.  Penske,  51,  recently 
bought  out  Hertz'  stake  in  the  firm  as 
well  as  part  of  GM's  interest  in  a 
diesel  engine  manufacturer  that  is 
also  part  of  the  company.  Meanwhile, 
the  former  racing  champion  has  start- 
ed up  a  new  truck  leasing  operation  in 
partnership  with  a  division  of  GE. 

As  Penske  explains  it,  the  maneu- 
vering is  all  part  of  a  deployment  cam- 
paign designed  to  create  a  transporta- 
tion giant  that  can  be  taken  public. 
Penske  Truck  Leasing  his  new  joint 
venture  with  GE,  is  already  number 
two  111  the  truck  leasing  business,  be- 
hind Miami-based  Ryder  System.  His 
engine  company  50-year-old  Detroit 
Diesel,  controls  90%  oi  the  market  in 
marine  engines  tor  pleasure  craft  ova 
.16  feet  long.  "We  thought  we  could 
sell  our  two-cycle  diesel  engines  at 
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the  rate  of  2,600  a  month,"  says 
Penske.  "But  the  orders  are  coming  in 
at  4,000  a  month." 

After  graduating  from  Lehigh  Uni- 
versity with  a  degree  in  business  ad- 
ministration in  1959,  Penske  became 
a  sales  engineer  tor  Alcoa.  In  the  early 
1960s  he  became  a  leading  profession- 
al race  car  diner  A  tew  years  later  he 
became  general  manager  of  a  Chevro- 
let dealership  in  Philadelphia,  and 
eventually  bought  that  dealership. 
Penske  still  heads  a  highly  successful 
racing  team,  but  he  no  longer  races 
because  the  insurance  is  too  high. 
Does  he  miss  i t T  "1  don't  miss  it  at 
all,"  he  says.  "Business  is  much  more 
exciting  "-R.T.G. 


Waiting  game 

We're  optimistic.  Bays  I  Carter 
Bacot,  chairman  of  the  Bank  of 
New  York.  "If  the  appellate  court 
rules  in  our  favor,  wc  could  have  a 
mergei  within  a  few  months." 

Bacot  is  talking,  of  course,  about  his 
hank's  yearlong,  up-and-down  take- 
over attack  on  Irving  Bank  Corp.  In 


early  September  the  Federal  ResenB/ 
Board  gave  Bacot  his  third  extension 
to  pursue  his  SI. 3  billion  hostiB 
tender  offer  for  Irving.  That  was  aftflj 
Irving's  white  knight,  Banca  ConB 
merciale  Italiana,  dropped  its  bid  fi|J 
51%  of  Irving.  Bacot  is  now  awaitinj 
the  New  York  State  appellate  courtB 
decision  on  several  issues  concerning 
the  merger,  including  whether  1 0%  (I 
Irving's  stockholders  can  call  a  specifi 
meeting  to  put  Bank  of  New  YorkJ 
offer  to  a  vote. 

Back  in  1976  the  courtship  was  thl 
other  way  around  as  Irving  discusses! 
merging  with  Bank  of  New  York  ann 
it  was  the  latter  that  balked.  So  why  n 
today  different?  "At  that  time  them 
were  much  bigger  than  we  were  anil 
very  much  involved  in  overseas  ban» 
ing,"  says  Bacot.  "We  weren't.  No« 
we've  grown,  and  our  lines  of  bushiest 
are  more  complementary."  If  Bacotjl 
merger  effort  bears  fruit,  the  resulting 
bank  would  be  the  nation's  12th  lard  j 
est,  with  assets  of  about  S40  billion.  I 

Bacot,  55,  thinks  the  takeover  ail 
tempt,  though  costly,  has  had  an  unl 
side — for  Irving  if  not  for  Bank  of  Nevjfc- 
York.  "We've  spent  S 1 5  million  so  faia 
and  there's  been  some  pressure  on  ouil 
stock  from  analysts  who  ask  wheB 
we're  going  to  wrap  this  up,"  he  saysB 
"But  since  we  started,  Irving  has  bee™ 
doing  the  right  things.  It's  reduceB 
staff  by  1,200  so  far,  sold  off  foreig^ 
loans  and  gotten  rid  of  its  interest  in 


Hank  of  New  York's  J  (  drier  Bacot 
A  merger  within  a  few  months? 
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The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


Dow  Jones 
industrial  average 

The  total  price  of  30 
blue-chip  industrial  stocks, 
adjusted  to  reflect  splits. 


12  month  close  up 


;  WUshire  5000  -3250 
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rhe  bright  side  of  dull  news.  The  Dow  posted  a  two- week 
^ain  of  2.6%,  but  it  still  closed  95  points  below  its  July 
jostcrash  closing  high.  Wall  Street  isn't  patently  bearish, 
5ut  the  mood  is  more  than  a  little  sullen — lackluster 
:rading  volume  and  a  new-issues  market  that  looks  all  but 
lead.  Presently,  the  number  of  IPOs  has  reached  its  lowest 
evel  in  12  months.  There  is,  of  course,  a  flip  side  to  all 
:his:  A  recent  Salomon  Brothers  research  report  indicates 


that  the  decline  in  volume  is  not  a  cause  for  concern;  what 
would  be  troublesome  are  declining  prices  on  heavy  vol- 
ume. The  fact  that  bearish  investment  advisers  are  sitting 
on  loads  of  cash  also  has  its  cheery  side — some  of  it  could 
eventually  enter  the  market.  A  hot  market  in  new  issues, 
in  any  case,  is  no  guarantee  of  good  times  ahead.  There 
was  a  12-month  high  number  of  new  offerings  in  Septem- 
ber 1987,  just  before  the  October  crash. 


Closeup  On  the  Equity  Markets 


PrrfnriiwnriT  nf  nit  .trading  inArwnn 

Percent  change 

Wilshiie 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.1 

1.4 

1.2 

1.3 

0.1 

0.2 

in  last  52  weeks 

-15.3 

-15.7 

-19.9 

-15.2 

-15.5 

-14.4 

Stock  per  for  ounce  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  23 

under  9 

over  4.7% 

none 

high 

low 

over  $35 

under  $4 

in  last  4  weeks 

1.5 

2.1 

1.6 

1.9 

0.6 

1.3 

1.5 

1.2 

1.6 

0.7 

1.1 

0.5 

in  last  52  weeks 

-10.8 

15.5 

15.7 

5.6 

-8.1 

-L3 

2.4 

17.8 

13.8 

1.5 

-7.2 

9.2 

Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was 
A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  4A  quantitac 
?rowth  image,  determined  by  Wilshire  Associates. 

created.  Based  on  sales, 
ve  evaluation  of  a  stock's 

Note:  All  data  for  periods  ending  9/8/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Oil  on  the  floor.  As  oil  prices  dropped,  so  did  the  prices  of 
energy  stocks.  During  the  past  two  weeks  this  was  the 
only  sector  to  show  a  loss.  Hardest  hit  was  Odeco,  an 
oilfield  service  firm,  which  lost  over  10%  of  its  market 
value.  This  stock  traded  at  55  in  1980  when  its  sales  were 
almost  $700  million.  Shares  now  change  hands  for  15, 
while  its  sales  have  been  trimmed  to  less  than  $400 


million.  Analysts  expect  Odeco  to  lose  85  cents  per  sha 
this  year.  Other  big  energy  losers  were  Baker  Hughe 
Dresser  and  Transco,  all  of  which  dropped  by  more  th; 
5% .  Not  surprisingly,  airline  stocks  staged  a  strong  perfc 
mance,  since  fuel  costs  account  for  10%  to  20%  of  the 
revenues.  The  transportation  sector,  which  includes  tl 
airlines,  advanced  by  3.3%  over  the  last  two  weeks. 


'  Percent  change  in  lasi  3  i.  weeks  OO  Percent  change  in  last  2  weeks 
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What  the  Analysts  Think 


Fear  of  the  unknown.  Security  analysts  tend  to  be  overly 
optimistic  in  their  long-range  forecasts.  Not  now.  With  a 
presidential  election  just  around  the  corner,  analysts  pro- 


ject only  a  10%  gain  in  earnings  for  the  Forbes  Sales  500  ii 
1989.  That's  only  about  a  quarter  of  the  gain  that  the 
expect  this  year. 


Forecasting  the  Forbes  Sales  500 

Performance 
period 

Average 
earnings  per 

share          P/E 

latest  12  months 

1988  estimates 

1989  estimates 

$3.19          11.9 
3.59          10.5 
3.96           9.6 

Rank  based  on 
change  in  estimate                Sector 

Estimated  1988 
EPS             P/E 

%  change  in  1988  estimate 
in  2  weeks       in  4  weeks 

1                        Energy 

$3.06 

11.9 

0.59% 

1.31% 

2                       Raw  material! 

3.19 

9.5 

0.54 

1.40 

3                         Consumer  durables 

4.64 

11.3 

0.16 

1.24 

4                         Capital  goods 

2.64 

14.0 

0.14 

0.15 

5                         Consumer  nondurables 

2.44 

13.4 

-0.13 

-0.37 

6                         Utilities 

2.40 

10.0 

-0.22 

-fl.30 

7                         Technology 

2.96 

11.1 

-0.28 

-0.33 

8                         Finance 

3.43 

8.6 

-0.29 

-1.28 

9                         Transportation 

2.32 

11.2 

-1.03 

-1.61 

•    .  jpitalization -weighted  consensus  estimates  Irom  over  3,000  secunty  analysts  Data  are  compiled  and  updated  continually  by  the  Institutional  Broke) 
IPtSI,  a  service  ot  Lynch.  )ones  &  Ryan,  a  New  York-based  brokerage  firm 
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It  Pulis  MoneyOut  OfThin  Air. 


Making  headway  in  the  airline  industry  seems  to  require 
something  approaching  the  supernatural.  Fortunately,  one  family  of  air- 
craft does  possess  an  uncanny  ability  to  create  revenues  where  there 
once  were  none: 

Airbus  Industrie  aircraft. 

Take  our  cargo  capabilities.  Every  Airbus  Industrie  aircraft  has 
been  designed  to  maximize  underfloor  space.  Therefore,  our  new 
A300-600R  widebody  lets  airlines  carry  53%  more  cargo  in  LD3  con- 
tainers than  a  767.  And  our  long  range  A340  widebody  will  hold  more 
containerized  underfloor  cargo  than  even  a  747. 

So  airlines  enjoy  more  profit  potential  with  every  takeoff. 

We  can  also  make  profitable  new  route  opportunities  material- 
ize out  of  nowhere. 

With  a  range  of  7,450  nautical  miles  and  a  lower  break-even 
point  than  a  747,  the  A340  makes  it  efficient  for  airlines  to  open  up  smaller 
international  gateways.  And  the  versatility  and  low  operating  costs  of  our 
A300-600R  allow  for  more  flexible  route  planning,  be  it  transcontinen- 
tal or  transoceanic. 

So  bank  on  Airbus  Industrie  aircraft.  Their  unmatched  facility 
for  providing  new  revenue  sources  could  be  just  the  trick  airlines  need. 

AIRBUS  INDUSTRIE 

The  certain  choice  for  an  uncertain  world. 


The  Funds 


Bull  &  Bear  Group  charges  its  funds  high 
fees.  So  the  management  company  must  be 
getting  rich,  right?  Alas,  no.  It's  doing  just 
as  badly  as  the  funds. 

Many  unhappy 
returns 


By  Gretchen  Morgenson 

If  you  think  investing  in  a  fund 
management  company  is  the  way 
to  riches,  consider  the  sorry  tale 
of  Bull  &  Bear  Group,  a  New  York- 
based  family  of  nine  mutual  funds.  In 
the  eleven  years  since  Bull  &  Bear  was 
born,  a  decade  that  could  not  have 
been  better  for  stocks,  bonds  and  pub- 
lic mutual  fund  companies,  B<&B  has 
lost  more  money  than  it  has  made. 
This,  in  spite  of  the  fact  that  Bull  & 
Bear  charges  some  mighty  high  fees 
for  managing  money. 

If  it's  any  consolation,  shareholders 
in  the  fund  adviser  have  some  compa- 
ny: shareholders  in  the  funds  them- 
selves. In  the  ten  years  through  June 
1988,  annual  returns  in  the  com- 
pany's two  oldest  equity  funds, 
Capital    Growth    and    Equity-In- 
come, averaged  14.5%  and  13%, 
respectively,  against    16.2%   for 
the  S&P  500.  The  newer  funds, 
for  the  most  part,  aren't  doing 
much     better.     Over     the     12 
months  through   |une,   Bull   & 
Bear    Gold    Investors    was    off 
17.3%,  against  the  S&P's  loss  of 
6.9%.  The  Overseas  Fund,  which 
Bull  &.  Bear  had  the  good  fortune  to 
launch    ten    days   after   the    market 
crash,  is  up  only  1.6%  in  the  first  half 
of  1988,  against  about   10%  for  the 
Morgan  Stanley  international  index 
for  the  same  period.  B&B  High-Yield 
Fund,  a  junk-bond  fund  established  in 
1983,  delivered  a  total  return  of  minus 
5.9%   over  the    12  months  through 
lune,  against  a  6.4%  gain  for  the  aver- 
age bond  fund.  The  B&B  U.S.  Govern- 
ment Guaranteed  fund  did  well:  up 
le  past  12  months. 

But  it  is  Bull  &  Bear's  corporate 
nanc     that  is  most  confound- 


ing. In  the  past  ten  years  the  company 
has  been  profitable  only  four  times, 
1982  through  1985.  In  1986  and  1987, 
monster  years  for  mutual  funds,  Bull 
&.  Bear's  assets  under  management 
roughly  doubled;  still  the  company 
lost  money. 

The  losses  are  not  for  lack  of  reve- 
nues. Although  it  calls  itself  a  no-load 
mutual  fund  company,  Bull  &.  Bear 
exacts  hidden  loads  (12b-l  fees)  from 
its  fundholders.  Add  those  to  advisory 


Brian  Ajrur 


fees  and  overhead  expenses,  and  in- 
vesting with  Bull  &.  Bear  gets  costly 
indeed.  Its  three  stock  funds  are 
among  the  priciest:  Capital  Growth 
runs  up  $2.20  a  year  in  expenses  for 
every  $100  invested  each  year,  Bull  & 
Bear  Equity  Income  charges  $2.57, 
and  Special  Equities  Fund  comes  in  at 
$3.01,  including  12b-l  fees.  The  aver- 
age for  stock  funds  is  $1.49. 


Bull  &.  Bear  bond  fund  investors  ty 
$1.50  to  $2.06  for  each  $100  invest  1, 
against  an  industry  average  of  $l.i.. 
Perhaps  most  egregious:  Bull  &  Br 
money  market  fund  owners  pay  $1.5 
per  $100  invested,  versus  an  indus  / 
average  expense  of  64  cents. 

Where  does  the  money  go?  Adv- 
tising.  Against  revenues  of  $5.7  rr> 
lion,  marketing  expenses  at  the  co> 
pany  in  1986  checked  in  at  around  \ 
million,  about  eight  times  the  level! 
the  previous  year.  Last  year  ads  al 
other  distribution  costs  ran  to  almcil 
$5  million. 

Notwithstanding  the  push,  assflj 
under  management  at  Bull  &  Bee 
have  fallen  from  a  high  of  $563  m»< 
lion  in  1987  to  $439  million  this  ye  J 
The  market  crash  is  partly  respon 
ble  for  this  drop,  but  so  were  negati: 
returns  in  the  High  Yield  Fund,  i.,- 
cording  to  Edward  Webb  Jr.,  the  cha 
man  of  Bull  &  Bear's  investment  po 
cy  committee. 

Chairman  Bassett  Winmill  has  bj 
latedly  moved  to  cut  the  ad  budget,  I 
a  projected  $2  million  this  year.  Tl 
cutback  seems  to  have  come  at  tl 
right  time.  This  year  the  SEC  s 
stricter  rules  for  the  aggressive  sort 
yield  advertising  that  Bull  &  Bel 
used  so  extensively. 

Question  is,  if  advertising  expenc 
tures  are  cut,  how  will  Bull  &.  Bej 
attract  investor  funds?  Its  past  reco: 
won't  bring  in  buckets  of  cash.  A  n 
fund  management  team  might  hel 
but  don't  count  on  any  new  broo: 
sweeping     through     here.     Winm 
owns  all  voting  shares,  discouragi 
any  hostile  tender.  He  has  alrea 

turned    down    numerous    buyoi 

bids,  including  one  for  about  $20 
share  before  the  crash.  Now  t 
stock    languishes    at    around 
down  from  a  1986  high  of  16. 

And  the  management  is  a  b 
inbred.  The  seven-man  inves 
ment  policy  committee  include 
Chairman  Winmill,  a  cousin  and 

neighbor  who  lives  in  Winmill 

Upper  East  Side  Manhattan  apar; 

ment  building.  Five  of  the  seven  ar 
listed  in  the  Social  Register  as  belong 
ing  to  the  same  clubs.  In  the  past  yea 
two  of  the  chairman's  sons  hav 
joined  the  firm,  one  as  a  marketin 
vice  president,  another  as  a  lawyer,  j 

For  now,  Winmill  family  control  c 
Bull  &  Bear  seems  assured.  What  isn'1 
sure:  Bull  &  Bear's  ability  to  surviv 
and  prosper.  No-load  funds  must  hav 
cither  advertising  or  performance  V 
attract  assets,  and  with  strength  ii 
neither,  Bull  &  Bear  may  be  on  . 
downward  spiral  of  higher  costs  ani 
lower  performance.  One  cannot  b' 
too  bullish  about  its  future.  ■ 
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Reach  for  thelop  Readers. 

ruque  concept  in  magazine  advertising.  One  phone  call  to  Trie  Leadership  Network  gets  your  message  in  each  of 
2  top  magazines  which  together  influence  almost  2  million  of  Americas  brightest  and  best  Call  Rob  Sennott  at 

(212)684-5500. 


^£21  Network 


Leadership 
Network 

254  FIF  H  AVENUE,  NEW  YORK.  NY  10001  (212)684-5500 


We're  looking  for  . 
people  to  invest  in  craz;, 
ideas  like  these. 


This  year's  crazy  idea  is  often  next  ye< 
brilliant  one. 

And  it  can  also  be  an  extremely  profit; 
investment— for  investors  smart  enough 
to  invest  ahead  of  the  pack. 

No  wonder,  then,  that  so  many  invests 
are  attracted  to  the  stocks  offered  by  The 
Stuart-James  Company. 

At  Stuart-James,  we  specialize  in  your 
entrepreneurial  companies.  Companies 
with  ideas  that,  in  our  opinion,  offer 
extraordinary  opportunity  for  growth. 

Naturally,  stocks  like  these  are  riskier 
than  your  average  stock.  But  then,  your 
average  stock  offers  nowhere  near  the 
upside  potential  these  do. 

In  fact,  one  recent  study  showed  that  cer 
the  last  thirteen  years,  while  the  stocks  ii 
the  Standard  &  Poor's  500  appreciated 
260%,  the  entrepreneurial  companies  in  tw 
Venture  Capital  100  index  went  up  l,632c!§ 

What's  more,  by  investing  with  Stuart 
James  you  can  enhance  your  prospects 
considerably. 

Each  company  we  recommend  under- 
goes exhaustive  research:  Only  one 
company  in  fifty  survives  our  scrutiny. 

Even  so,  our  stocks  are  not  for  everyonB 
Some  investors  think  the  very  idea  of 
investing  in  a  young,  unproven  company  i 
is  crazy. 

Of  course,  it  wouldn't  be  the  first  time  1 
crazy  idea  paid  off  big,  would  it? 

Contact  any  of  our  local  offices  (there  are  f 
over  50).  Or:  The  Stuart-James  Company, 
805  Third  Avenue,  New  York,  NY  10022. 
l-(800)-227-1161.  In  NY  State  l-(800)-631-547\  \ 

•Source  Venlure  Capital  Journal.  Wellesley  Hills.  MA  Study  was  not  ot  stocks 
recommended  by  Stuart- James  and.  is  no  guarantee  ot  future  performance 
©  1988  The  Stuart  James  Co .  Inc    Member  NASD  &  SIPC 

Stuart-James  Co., Investment 

High  risk,  high  rewards." 
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Mortgage-backed  securities  are  attractive 
for  their  yield.  But  know  what  you  are 
buying  and  what  the  risks  are. 

DON'T  BUY  A  PIG 
IN  A  POKE 


By  Ben  Weberman 


A  pool  of  10%  Ginnie  Mae  mort- 
gages was  selling  in  early  September 
at  98.24  to  yield  10.37%  over  a 
weighted  average  life  of  10.7  years. 
At  the  same  time,  10-year  Trea- 
surys  were  trading  to  yield  9.28%. 
That  would  give  the  Ginnie  Maes — 
which  are  close  in  quality  to  Trea- 
surys — a  yield  premium  of  1.09%. 

These  comparisons,  valid  now, 
may  not  correspond  to  eventual  re- 
ality. A  Ginnie  Mae  pool  is  backed 
by  a  package  of  home  mortgages. 
Unlike  a  Treasury  bond,  due  on  the 
maturity  date,  a  Ginnie  Mae  gets 
paid  off  over  its  life  as  homeowners 
amortize  their  mortgages.  The 
mortgages  may  also  be  paid  off  pre- 
maturely if  interest  rates  drop  and 
homeowners  refinance.  So  a  Ginnie 
Mae  is  a  bit  of  a  crapshoot  as  to 
eventual  yield,  if  not  as  to  eventual 
payment  of  principal. 

A  Ginnie  Mae  coupon  between 
9.5%  and  10.5%  is  current  today — 
close  to  the  rate  on  new  mortgages. 
A  current  coupon  mortgage  would 
have  a  half-life  of  about  9.5  years, 
allowing  for  amortization  and  an  es- 
timated rate  of  early  repayment. 

Remember,  though,  rising  inter- 
est rates  slow  prepayments,  and 
falling    rates     encourage     prepay- 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


ments.  When  rates  rise,  a  pool  of 
mortgages  estimated  to  be  half  paid 
off  in  9.5  years  turns  out  to  have  a 
half-life  of  12  years  or  longer.  The 
investor  is  stuck  with  the  low  cou- 
pon for  an  extra  2 'A  years. 

Complicated,  but  when  consider- 
ing Ginnie  Maes  for  their  good 
yield,  you  should  know  what  you're 
getting  and  what  you're  not. 

If  mortgage  rates  fall,  prepay- 
ments accelerate  and  the  holding 
period  for  a  10%  pool  could  shrink 
from  9.5  years  to  7 — or  less. 

The  matter  becomes  even  more 
complex  when  we  move  from  Gin- 
nie Maes  to  the  somewhat  similar 
mortgage-backed  securities.  To  cre- 
ate an  investment  product  that 
would  eliminate  some  of  this  uncer- 
tainty, about  five  years  ago  some 
smart  Wall  Streeters  created  collat- 
eralized mortgage  obligations. 

In  a  CMO,  the  cash  flow  from  a 
given  pool  of  mortgages  is  directed 
to  a  number  of  different  securities. 
One  security,  fot  example,  may  be 
paid  off  after  only  three  years,  say, 
others  after  five  years  or  even  lon- 
ger. This  is  accomplished  by  ear- 
marking all  of  the  early  amortiza- 
tion payments  from  the  pool  to  the 
shorter-term  securities. 

But  other  securities  backed  by  the 
same  pool  have  been  classified  as 
residuals.  Their  cash  flow  is  subor- 
dinated and  they  bear  the  brunt  of 
maturity  uncertainty;  that  is,  the 
holder  is  more  exposed  to  the  risk  of 
fluctuating  interest  rates. 

If  approached  by  a  salesperson 
pushing  a  pool  of  residual  mortgage- 
backed  securities,  be  careful.  Make 
sure  you  know  the  risks  before  you 
succumb  to  promises  of  high  rates. 

Look  at  one  of  these  deals.  ML 
Trust  XXXI,  a  Merrill  Lynch-spon- 


sored  pool  of  collateralized  mort- 
gage obligations,  is  backed  by  $200 
million  of  9.5%  passthrough  30- 
year  Ginnie  Mae  mortgage  certifi- 
cates. Series  B  and  C  in  this  trust 
were  structured  for  retail  sale.  The 
minimum  is  $1,000.  Fees  and  com- 
missions run  from  2'/s%  to  2'/2%. 

What  does  the  investor  get?  The 
series  B  yields  around  9.6%.  This 
isn't  much  of  a  margin  over  the  re- 
turn on  similar  Treasurys.  Series  Bs 
have  an  initially  estimated  weight- 
ed average  life  of  27.4  years — ap- 
pealing to  those  who  want  to  lock  in 
today's  interest  rates.  But  if  prepay- 
ments are  a  little  faster  than  the 
standard  pattern,  the  weighted  aver- 
age life  could  drop  to  11.5  years. 
Furthermore,  a  1%  to  l'/2%  fall  in 
mortgage  rates  could  bring  prepay- 
ments to  160%  of  the  benchmark 
pace,  dropping  the  average  life  to 
only  4.6  years.  What  seemed  an  at- 
tractive long-term  investment 
backed  by  full  faith  and  credit  Gin- 
nie Mae  mortgages  becomes  a  short- 
to  irtermediate-term  holding. 

I  would  also  think  twice  before 
going  into  a  new  mutual  fund,  Hun- 
tington Short-Term  Government 
Mortgage  Fund.  Huntington  is  for 
those  "who  seek  to  achieve  a  yield 
higher  than  that  generally  offered 
by  money  market  funds,  yet  still 
enjoy  the  safety  of  government  se- 
curities and  greater  stability  of  prin- 
cipal than  generally  offered  by  lon- 
ger-term fixed-rate  securities." 

But  unlike  a  money  market  fund 
that  invests  primarily  in  CDs  and 
other  short-term  instruments,  Hun- 
tington buys  long-term,  high-cou- 
pon, fixed-rate  mortgage  securities, 
stripped  mortgage  participation  cer- 
tificates, collateralized  mortgage 
obligations,  and  adjustable-rate 
mortgage  securities.  All  these  can 
be  subject  to  price  fluctuations  as 
interest  rates  move  up  and  down — 
fluctuations  money  market  funds 
are  virtually  immune  to. 

Why  get  tangled  in  complexities? 
Anyone  with  $25,000  to  invest  can 
purchase  Ginnie  Mae  pools  directly. 
Yields  are  more  than  a  percentage 
point  higher  than  Treasurys  of  al- 
most similar  quality. 

If  you  don't  want  to  go  for  $25,000 
in  one  pop,  consider  a  no-load  Gin- 
nie Mae  mutual  fund;  management 
costs  will  slightly  reduce  your  yield 
but  you  still  get  better  than  9% — 
and  somebody  else  will  worry  about 
the  complexities  for  you.  (For 
names  of  such  funds,  see  the  Forbes 
mutual  fund  survey,  Sept.  5).  ■ 
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To  say  that  some  financials  mislead  is  not 
to  accuse  accountants  of  being  crooks. 

IF  IT'S  TOO 

COMPLICATED, 

FORGET  IT 


By  Kenneth  L.  Fisher 


In  a  letter  to  Forbes,  B.  Philip 
Chenok,  president  of  the  American 
Institute  of  Certified  Public  Ac- 
countants, called  my  Aug.  8  col- 
umn, a  "cheap  shot"  at  auditors.  It 
was  not  meant  to  be.  The  column 
warned  investors  to  be  skeptical 
when  they  read  annual  reports  and 
to  pay  close  attention  to  footnotes. 

Chenok  was  especially  outraged 
by  two  statements:  "The  slimiest 
managements  find  the  slimiest  au- 
ditors"; and  "Some  managements 
would  capitalize  hot  air  if  they 
could,  and  so  would  their  auditors." 
As  spokesman  for  the  accounting 
group,  Chenok  claimed  that  a  re- 
cent poll  found  that  auditors  have 
"the  highest  credibility  and  trust." 

Yes,  Mr.  Chenok,  most  company 
managements  and  auditors  are  hon- 
est, but  like  all  groups,  at  one  end  of 
the  bell  curve  are  folks  who  are  hon- 
est to  a  fault,  while  at  the  other  are 
the  con  merchants.  No  certification 
or  association — CPA  or  otherwise — 
eliminates  all  eon  artistry. 

The  minority  of  con  artists  get 
away  with  things  in  auditing  he- 
cause  it  is  specific  hut  imperfect. 
Imperfect  because  there  is  no  solid- 
ly  real    number   on   any   financial 

Kenneth  I  Fisher  is  a  Woodside,  ( 'aljf.  based 
money  manager  He  has  written  two  books 
Waltz  and  Super  Stocks 


statement  except  for  the  item 
marked  cash.  The  rest  is  calculated 
via  assumptions,  and  the  closer  you 
get  toward  net  income  per  share  and 
shareholders'  equity,  the  more  the 
assumptions  and  errors  compound. 

To  standardize  methodology,  ac- 
counting has  decades  of  rulings 
from  the  Accounting  Principles 
Board  (APB)  and  more  recently  the 
Financial  Accounting  Standards 
Board  (FASB).  Auditors  are  supposed 
to  examine  reality  and  apply  correct 
accounting  based  on  the  APBs  and 
the  FASBs.  But  this  permits  the  bad 
guys  to  study  the  rules  looking  for 
loopholes  and  then  plan  transac- 
tions that,  by  their  nature,  require 
accounting  that  paints  the  finan- 
cials in  an  unreal  shade  of  reality. 

So,  with  due  respect  to  Mr. 
Chenok  and  his  fellows,  I  still  ad- 
vise paying  careful  heed  to  the  often 
overlooked  footnotes. 

Will  reading  the  footnotes  enable 
you  to  spot  deliberate  misrepresen- 
tation? Only  rarely.  But  reading 
them  will  help  you  better  under- 
stand the  financials.  It  did  recently 
for  me.  Sequa  Corp  (63)  surfaced  on 
my  firm's  computer's  value  screen, 
and  its  annual  report  rippled  onto 
my  desk  for  review.  Its  footnotes 
detailed  information  that  modified 
what  anyone  could  see  from  the  fi- 
nancial statements  alone.  For  exam- 
ple, the  financials  showed  rapid 
growth,  with  sales  tripling  in  three 
years — while  earnings  from  con- 
tinuing operations  rose  trom  $12 
million  in  1985  to  $28  million  in 
1986  to  $50  million  in  1987.  Wow! 

Now  to  the  footnotes.  Footnote 
number  3  showed  that  the  growth 
came  mostly  from  the  way  in  which 
acquisitions  were  accounted  for.  For 
instance,  in  December  1987  Sequa 


bought  Atlantic  Research  for  $32f 
million.  It  used  the  "equity  meth 
od"  of  "purchase  accounting" — a; 
required  by  1970's  APB  numbe: 
16— all  quite  correct,  but  also  con 
fusing.  A  legally  required  "pro  for! 
ma"  (in  the  footnote)  shows  that  i: 
Sequa  had  accounted  for  the  deal  a: 
if  Atlantic  Research  had  beer 
owned  for  both  years,  the  combinec 
operations — what  is  there  now— 
would  have  shown  an  earnings  de- 
cline, from  $64  million  to  $36  mil- 
lion— almost  the  exact  reverse  oi 
what  its  income  statement  shows. 

Sequa  got  our  computer's  atten- 
tion with  a  balance  sheet  that  ex- 
ceeded a  formula  based  partially  on 
"equity."  But  the  financials  sho 
that  $365  million  of  its  $674  mil 
lion  of  equity  comes  from  "good 
will."  The  footnotes  further  sho 
that  $200  million  of  the  $365  mil 
lion  of  goodwill  hangs  on  the  Atlan 
tic  Research  takeover.  Sequa  paid 
fancy  price  (about  24  times  earnings 
and  2.7  times  book  value).  Maybe 
the  goodwill  is  worth  that  much 
Maybe  it  isn't.  But  my  point  is  that 
you  couldn't  begin  to  figure  it  out 
without  studying  the  footnotes. 

Read  on  in  this  same  report.  Se 
qua  has  21  major  footnotes,  more 
than  giants  IBM,  Exxon  or  Sears — 
including  $150  million  of  unconsol 
idated  subsidiaries,  a  $21  million 
nonrecurring  pension  plan  gain,  $80 
million  of  unbilled  receivables — all 
proper  but  also  all  altering  how  you 
perceive  Sequa. 

Don't  get  me  wrong.  I'm  not  say- 
ing Sequa  or  its  auditors  engaged  in 
fraud  or  misrepresentation.  Quite 
the  contrary,  the  annual  report  in- 
cludes three  pages  of  unrequired 
disclosures,  and  the  "President's 
Message"  clearly  points  you  toward 
the  notes.  And  the  company  was 
quite  open  in  speaking  with  me. 
This  is  not  a  case  of  sleight  of  hand, 
but  rather  one  of  such  complexity 
that  I,  for  one,  cannot  grasp  what 
the  numbers  really  mean.  Who 
could?  My  point  in  highlighting  Se- 
qua is  to  show  the  absolute  impor- 
tance of  footnotes. 

Precious  few  individuals  will  read 
all  those  notes,  much  less  under- 
stand them.  My  advice  is:  Unless 
you  think  you're  the  next  Ben  Gra- 
ham or  John  Templeton,  think  five 
times  before  buying  any  stock  with 
lots  of  complicated  footnotes.  The 
more  of  them  and  the  more  compli- 
cated, the  more  trouble  you  will 
have  distinguishing  the  phoney 
from  the  merely  complex.  ■ 
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ATI ON'S  BUSINESS  TODAY'  ON  ESPN: 
ITH  THE  LATE-BREAKING  STORIES  THAT 
ORNING  PAPERS  JUST  CAN'T  COVER, 
E  GIVE  YOU  A  COMPETITIVE  EDGE. 

9  business  world  is  still  up  after  most  newspapers  have 
an  put  to  bed.  So  a  lot  of  what  happens  overnight  catches 
m  napping.  And  if  you're  not  careful,  it  might  catch 
j  too. 

Which  is  why  you  should  wake  up  with  "Nation's 
siness  Today"  on  ESPN. 

Starting  every  weekday  at  6:30  AM  (ET),  "Nation's 
siness  Today"  brings  you  two  hours  of  up-to-the-minute 
siness  news.  Broadcast  live  from  the  nation's  capital. 
We  cover  all  the  latest  financial  and  economic  develop- 
nts  across  America  and  around  the  world.  In  a  consis- 
tent feature  format  that 
makes  it  easy  to  find  the 
information  most  critical 
to  your  own  business. 
We  also  provide 
interviews  with  today's 
business  leaders.  Special 
reports  on  small  business, 
technology,  international 
trade,  investment  oppor- 
tunities and  the  movers 

88  ESPN.  Inc 


Daily  News  Schedule 


(All  Times  Eastern) 
Top  Business  News 
Financial  News 
Small  Business  News 
Special  Business 
Features 

CEO  Close-Ups 
Internat'l  Business  Line 


1st     2nd  3rd  4th 
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and  shakers  on 
Capitol  Hill.  And 
even  weather  fore- 
casts for  business 
travelers. 

With  their  own 
unique  blend  of 
insight  and  analy- 
sis, our  anchors 
will  give  you  an 
insider's  perspec- 
tive on  where  the  business  world  is  heading.  Carl  Grant  is 
an  award-winning  anchorman  and  investigative  reporter  as 
well  as  a  nationally  renowned  business  and  government 
expert.  Meryl  Comer  is  an  Emmy  Award-winning  producer 
and  journalist.  Together,  they  bring  more  than  40  years  of 
solid  business  news  expertise  to  ESPN.  But  it  should  come 
as  no  surprise  that  a  network  so  acclaimed  for  covering 
tough  competitors  at  play  would  be  equally  good  at  cover- 
ing them  at  work. 

"Nation's  Business  Today"  on  ESPN.  Just  listen  to 
what  our  experts 
have  to  say  about 
the  day's  business. 
And  hear  the  kinds 
of  things  that  the 
morning  papers 
find  unprintable. 
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Man,  Protagoras  said,  is  the  measure  of 
all  things.  But  are  model  portfolios  the 
measure  of  all  investment  analysis? 

GREAT  INSIGHTS 
V.  BAD  ADVICE 


By  Mark  Hulbert 


The  occasion  for  the  above  thought 
is  the  publication  of  a  new  book 
[After  a  Crash  Hear  Market  Money 
Making,  Datum,  $14.95)  by  Harry  D. 
Schultz,  editor  of  The  Internationa/ 
Ham  Schultz  Letter  According  to  the 
record  compiled  by  my  Hulbert  Fi- 
nancial Digest,  Schultz'  U.S.  stock 
recommendations  have  undcrper- 
formed  the  S&P  500's  total  return 
since  1980,  by  a  margin  of  34% 
to  238%.  So  it  would  be  easy  to 
question  both  the  book  and  the  let- 
ter— as  I  did  recently  in  the  case  of 
Stan  Weinstein,  who  also  has  just 
published  a  book,  and  whose  Profes- 
sional Tape  Reader  has  performed 
similarly  poorly. 

Questioning  Schultz  is  particular- 
ly easy,  in  fact,  since  he  is  a  hyper- 
aggressive  self-promoter,  extreme 
even  by  the  standards  of  the  invest- 
ment letter  industry.  On  each  mast- 
head of  his  letter,  for  example, 
Schultz  proclaims  that  it  was  "de- 
clared most  profitable  advisory  let- 
ter" by  the  Hulbert  Financial  Digest 
This,  of  course,  is  false,  and  it  has 
been  reported  often  to  be  false  by 
various  journalists  who  have  asked 
me  about  it. 


Mark  Hulbert  is  editor  of  the  Alexandria. 
Va  based  Hulben  Financial  Digest  and  au- 
thor of  rhe  second  Hulben  Financial  Digesi 
Umanac,  published  l>y  Minerva  Books 


Which  perhaps  explains  the  glee 
with  which  L'SA  Today's  lively  col- 
umnist Dan  Dorfman  recently  used 
the  HID  data  in  a  column  urging 
that  Schultz'  book  be  scratched  off 
your  reading  list.  "It  could  be  a 
time  to  rejoice,"  Dorfman  conclud- 
ed. "Schultz  is  now  a  raging  bear. 
And  that  could  signal  a  big  market 
upswing." 

Actually,  Schultz'  book  seems  to 
me  to  be  quite  sensible.  And,  unfor- 
tunately, I'm  not  so  sure  that  the 
Illl)  data  on  his  performance  war- 
rant such  a  sweeping  dismissal  of 
his  current  bearishness. 

In  a  decade  of  rigorously  monitor- 
ing investment  newsletter  perfor- 
mance, I  have  been  confronted  time 
and  again  by  analysts  whose  overall 
analyses  have  been  creditable  but 
who,  for  a  variety  of  reasons,  have 
done  a  poor  job  of  translating  their 
insights  into  particular  model  port- 
folios. The  fact  is  that  the  distinc- 
tion between  good  analysis  and  bad 
advice  can  be  surprisingly  subtle. 

The  Schultz  letter's  overall  com- 
mentary is  voluminous  and  idiosyn- 
cratic, covering  politics  and 
Schultz'  personal  philosophy,  be- 
sides markets.  His  recommenda- 
tions are  multitudinous.  All  this 
may  genuinely  interest  particular 
individuals.  And  it  enables  Schultz, 
when  asked  about  his  Hulbert  Finan- 
cial Digest  rating,  to  complain  that  I 
don't  monitor  all  of  his  portfolios. 
(I  did  begin  following  his  foreign 
stock  portfolio,  no  easy  task,  in 
1986;  it  is  currently  somewhat 
ahead  of  the  dividend-reinvested 
S&P500,  52%  vs.  40.2%.) 

And  by  virtue  of  publishing  his 
letter  for  the  past  24  years,  Schultz 
may  well  have  gained  some  insights 
not  shared  by  traders  who  grew  up 


in  a  bull  market  era.  He  was  beans! 
in  1982,  for  example,  but  when  thj 
bull  market  erupted  in  August  h| 
recognized  he  was  wrong  with  a' 
admirable  (and  rare)  humility.  An| 
he  was  relatively  quick  to  see  tha 
gold  had  entered  into  a  major  bea 
market  following  its  rise  in  1980  t 
$870  per  ounce.  This  was  all  th 
more  impressive  since  he  and  man! 
fellow  newsletter  editors  becam 
famous  in  the  1970s  by  being  bulli 
ish  on  gold;  turning  bearish,  a 
Schultz  said  at  the  time,  was  liki 
divorcing  your  wife.  Some  othej 
"gold  bugs"  from  the  1970s  took  fa 
longer  to  see  that  their  marriage 
had  failed. 

Why  do  Schultz'  portfolios  gener 
ally  perform  poorly?  One  reason  I 
sheer  bad  housekeeping.  Schult: 
doesn't  offer  consistent  follow-uj 
advice  on  all  the  stocks  he  initially 
recommends.  The  IIFD  immediate 
ly  sells  a  stock  when  it  is  no  longe 
mentioned,  so  the  resulting  coml 
mission  costs  put  a  drag  on  his  per 
formance.  Conversely,  he  some 
times  has  left  losers  on  his  list  fo: 
months  before  remembering  to  sell 

Before  joining  Dan  Dorfman 
rejoicing  at  Schultz'  current  bear 
ishness,  I  would  consider  the  coin 
cidence    that    Schultz'    pessimis 
matches    that   of   another   analys 
whose    overall    market    calls    alsi 
have  been  better  than  his  individu 
portfolio   recommendations:    Rich 
ard  Russell  of  Dow  Theory  Letters. 
Russell,  like  Schultz,  has  been  edit 
ing  his  newsletter  for  more  than  2i 
years.   His  portfolio  recommenda 
tions  have  underperformed  the  mar 
ket  by  a  margin  similar  to  Schultz' 
(Currently,  I  find  them  too  vague  l 
follow.)  Nevertheless,  Russell  alsi 
has  some  undeniably  great  marke 
calls  to  his  credit,  not  the  least  o: 
which    was    turning    bearish    on 
stocks'  major  trend  within  a  week 
of  their  top  in  August  1987  (see  my 
Nov   \0,  1987  column). 

Russell  and  Schultz  could  hardly 
be  more  bearish  on  stocks  than  they 
are  right  now.  Schultz  envisions  an 
eventual  bear-market  low  at  the  750 
level  on  the  DJI.  And  Russell  be 
lieves  that  currently  we  are  in  a 
primary  bear  market  that  could  be 
"as  important  on  the  downside  as 
the  1974-87  bull  market  was  on  the 
upside."  That's  scary. 

Stock  market  bulls  can  cite  Rus- 
sell's and  Schultz'  poor  ratings  in 
my  HID  as  reason  to  dismiss  their 
bearishness.  But  the  real  story  is  not 
quite  that  simple — or  reassuring.  ■ 
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UP&COMERS 


THE  BEST 


SMALL  COMPANIES 
IN  AMERICA 
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tall  Companies — 
I  Business 

the  more  than  5,000  firms 
:h  sales  between  $1  million 
1  $315  million,  only  a  frac- 
n  passed  the  1987  screens  to 
Jce  the  Forbes  "Best  Small 
mpanies  in  America"  list, 
bes  seeks  out  enterprises 
it  are  too  small  to  be  big 
>inesses  and  too  big  to  be 
all  businesses. 
Vhile  mergers  annually 
allow  hundreds  of  good-size 
lerican  corporations,  our 
lamic  economy  continues 
produce  new  businesses  des- 
ed  to  grow  and  take  their 
ces.  Therefore,  it  becomes 
ier  to  become  an  Up  & 
mer  than  it  is  to  remain  one. 
e  companies  who  do  man- 
:  to  stay  on  top  are  a  product 
hard  work,  hard  thinking 
i  dedication. 

lying  on  Top 

ice  staying  on  top  is  at  least 
cough  as  getting  on  top,  past 
>wth  alone  proves  almost 
thing.  In  selecting  Ameri- 
s  best  small  companies, 
'.refore,  Forbes  goes  beyond 
5    usual    growth    measure- 


rs THE  200 

BEST  SMALL 
,•   COMPANIES 
IN  AMERICA 
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ments.  To  look  more  closely  at 
the  numbers,  primarily  growth 
rates  but  also  debt/equity, 
minimum/maximum  revenue 
and  minimum  stock  price,  is 
the  first  step  in  sorting  win- 
ners from  losers.  To  qualify  as 
one  of  Forbes  magazine's  best, 
a  company  has  to  show  a  re- 
spectable 5-year  average  return 
on  equity,  relatively  low  debt 
and  consistent  earnings 
growth.  As  a  result,  of  the  300 
companies  that  made  1986's 
list  of  the  best  small  compa- 
nies in  America,  only  81  re- 
turned in  1987.  Some  compa- 
nies fell  off  the  list  because 
they  grew  out  of  the  small 
company  category  (defined  as 
under  $315  million  in  sales) 
but  the  vast  majority  of  the  no- 
shows  were  backsliders,  either 


not  growing  fast  enough,  los- 
ing money  in  recent  quarterly 
reports,  or  whose  debt-to-equi- 
ty ratio  exceeded  100%. 

Forbes  Is  Big 

in  Small  Companies 

Entrepreneurs  and  owners  of 
America's  small  companies 
rely  on  Forbes  as  a  valuable 
"Capitalist  Tool"  for  business 
and  investment  information  as 
much  as  do  the  top  executives 
running  the  country's  largest 
corporations.  In  fact,  Forbes  is 
one  of  the  most  cost  efficient 
business  magazines  in  deliver- 
ing a  large  audience  of 
top  decision  makers  in  small 
companies. 

Source:  Monroe  Mendelsohn,  1988. 


If  you  want  to  win  big  with 
small  companies,  be  sure  to  ad- 
vertise in  the  Forbes  Up  & 
Comers  special  issue. 


Issue  date:  Nov.  14,  1988 
Closing  dates:  4/C-Oct.  10 
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Insights 


MONEY  &  INVESTMENTS 


Sell  your  home  and  rent,  the  argument 
goes.  But  the  logic  and  evidence  behind 
this  advice  dont  quite  hang  together. 

WILL  HOME 
PRICES  COLLAPSE? 


By  Alan  Reynolds 


Leading  newspapers  and  magazines 
are  suddenly  full  of  frightening  sto- 
ries about  how  home  prices  are 
about  to  collapse — by  as  much  as 
50%  in  the  area  within  100  miles  of 
Wall  Street.  The  trigger  for  this  new 
deflationary  anxiety  was  a  recent 
Barron's  interview,  based  on  a  study 
by  Stan  Salvigsen  and  his  associates 
at  Comstock  Partners.  But  the  logic 
and  evidence  behind  this  real  estate 
horror  story  don't  hang  together. 

The  Comstock  analysts  rightfully 
emphasize  that  their  deflationary 
scenario  "is  extremely  bullish  for 
bonds."  What  they  overlook,  how- 
ever, is  that  as  bond  yields  drop,  so 
will  mortgage  rates.  Unless  rents 
also  decline — which  they  surely 
would  not  do  it  many  homeowncts 
followed  the  advice  to  switch  to 
renting — then  falling  mortgage 
rates  should  be  expected  to  raise 
home  prices,  as  in  1982-86. 

The  Comstock  analysts  compare 
changes  in  the  average  price  of  a 
single-family  home  with  average 
rents  (mainly  for  multifamily 
homes),  and  conclude  that  it  is 
cheaper  to  rent.  But  the  size  and 
quality  of  single-family  homes  has 
improved  more  than  that  of  rental 

Man  Reynolds,  a  i>inst  columnist,  b  c/>;e/ 
tomist  with  Pofyconomics  hu  .  a  con 
suiting  firm  m  Monistown,  X I 


housing.  A  somewhat  better  com- 
parison is  between  the  total  costs  of 
homeownership,  which  increased 
by  5.1%  per  year  from  1984  to  1987, 
and  the  costs  of  renting,  which  in- 
creased by  5.5%  per  year  over  the 
same  period.  In  any  case,  if  many 
people  suddenly  took  this  advice — 
putting  their  homes  on  the  market 
and  instead  bidding  for  scarce  rental 
housing — then  rents  would  clearly 
rise,  making  homeownership  even 
more  attractive. 

The  Comstock  study  also  worries 
about  excess  debt,  noting  that  mort- 
gage interest  has  risen  steadily  as  a 
percentage  of  GNP  ever  since  1945. 
A  major  reason  for  more  and  larger 
mortgages,  however,  is  that  more 
and  more  people  could  afford  to  buy 
increasingly  luxurious  new  homes 
rather  than  rent  apartments.  Many 
rental  units  were  also  converted  to 
condominiums,  which  likewise 
meant  that  mortgage  payments 
simply  replaced  payments  to  a  land- 
lord. To  show  that  housing  debt  is 
generally  excessive  we  would  in- 
stead have  to  look  at  ratios  of  debt 
to  equity,  just  as  we  do  with  compa- 
nies. Most  mortgages,  being  fixed 
in  value,  have  obviously  declined 
relative  to  rising  home  equity  for 
several  years.  Nonfarm  housing  was 
worth  $5.8  trillion  in  1986,  when 
outstanding  mortgages  were  only 
$2.5  trillion. 

The  authors  are  also  unduly  con- 
cerned about  the  rapid  rise  in  home 
equity  loans.  A  study  in  the  June 
Federal  Reserve  Bulletin  shows  that 
such  loans  have  been  used  mainly 
to  pay  down  other  debts  that  had 
much  higher  interest  rates.  Since 
home  equity  credit  is  cheap,  flexible 
and  tax-deductible,  it  is  another  rea- 
son to  own  rather  than  rent. 


When  northeastern  realtors  spei 
of  "falling"  home  prices,  they  tytjj 
cally  mean  that  sellers  just  arerl 
getting  the  big  increases  they  askJ 
for.  The  Comstock  analysts  belie  i 
that  such  flat  prices  of  homes  in  tl 
New  York  region  reflect  the  areq 
alleged  dependence  on  financial  ip 
dustries,  which  is  rather  loose! 
compared  with  Houston's  depek 
dence  on  oil  (though  New  Jersey! 
unemployment  is  still  only  3>.9  /\ 
Moreover,  flat  or  declining  prices  \ 
a  few  areas  are  said  to  be  "met 
warm-ups  for  the  main  event  onl 
national  basis."  Comstock's  Salvi' 
sen  expects  middle-aged  couples 
sell  northeastern  homes  and  mo^j 
to  "North  Carolina  or  someplaJ 
where  prices  are  softer."  If  that  hal 
pened,  North  Carolina  home  pricl 
would  rise,  so  relocation  clear! 
could  not  cause  a  national  decli 
Besides,  regions  "where  prices  aj 
softer"  usually  have  lower  income 
which  is  why  few  of  my  New  Jersej 
neighbors  rushed  to  take  advantajj 
of  home  bargains  in  Houston. 

The  Comstock  analysts  point 
figures     showing     median     hor 
prices  declining  in  almost  as  ms 
metropolitan    areas    as    those 
which  they  rose  during  the  firj 
quarter.  But  home  prices  are  alwa^ 
weak  in  the  winter.  The  same  i\\ 
ures  show  home  prices  declining 
only  9  out  of  63  cities  during  tt 
second  quarter,  and  rising  in  44,  ii 
eluding  greater  New  York  and  Bo] 
ton — an  inconvenient  fact  that  tr 
authors  neglected  to  mention. 

Suppose  home  prices  really  dij 
begin  to  decline  a  bit  in  a  few  "citie 
that  have  done  particularly  well! 
The  Comstock  analysts  claim  U.^ 
homeowners  would  then  suffer 
wealth  loss  that  would  curb  otht, 
spending.  But  there  need  not  be  an 
net  wealth  loss  at  all,  because  bu} 
ers  gain  what  sellers  lose.  Some  sel 
ers  might  lose  equity  if  they  move 
from  a  place  where  prices  were  fal 
ing  to  where  prices  were  rising,  bi 
that  contradicts  the  claim  thi 
prices  will  fall  everywhere. 

A  zero  capital  gain  on  northeas 
ern  homes  over  the  past  year  or  s 
presents  no  great  hardship  for  thos 
of  us  whose  houses  have  doubled  i 
value  over  the  past  five  years, 
northeastern  buyer's  market 
homes,  while  it  lasts,  is  certainl 
not  bad  news  for  those  who  are  cor 
sidenng  buying  their  first  home  i 
the  near  future,  and  neither  is  th 
more  convincing  prediction  of 
drop  in  long-term  interest  rates.  I 
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Vincent  Van  Gogh 
died  penniless, 
floral  masterpiece 
"  recently  sold  for 
cool  $53,900,000 
st  money  ever 
for  a  painting. 
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For  advertisers, 
v  re  are  hundreds  of 
TVUfrbtioffst 
mds  of  radio  stations, 
idreds  of  magazines 
ands  of  newspapers. 
But  there's  only  one 
rODAY-The  Nation's 
No.  1  Newspaper. 
USA  TODAY  offers 
/ertisers  a  variety  of 
nique  ways  to  reach 
>s  of  upscale  readers 
every  day! 
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NO.  1 1N  THE  USA...5.3  MILLION  READERS  EVERY  DAY 


•  Powerful,  poster-like  full- 
color  pages! 

•  Four  fabulous  sections  - 
News,  Money,  Sports,  Life! 

•  Bonus  Sections  highlighting 
topics  of  timely  interest! 

•  Daily  strip  ads! 

•  Advertising  adjacencies! 

•  Franchised  positions! 

•  Attractive  rates  and 
aggressive  discounts! 

•  Plus  a  world  of  other 
opportunities! 

For  more  information  about 

the  newspaper  that's 

No.  1  of  a  kind, 

contact  Valerie  Salembier, 

Senior  VP/Adv< 

(212)715-5380. 
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BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES 


Cash  In  On  Today's  Housing  Revolution 

. . .  And  Live  In  Luxury! 

Earn  a  top  living  as  an  Eagle's  Nest  Homes  representative 

—and  live  in  luxury  in  a  stunning  model  home. 


Models  as  low  as  $17  per  sq.  ft. 

•  Interior  and  exterior 
design  flexibility 

•  Remarkably  energy-efficient 

•  Cathedral  ceilings 
and  exterior  decks 

•  Built-in.  expandable 
Home  Computer  Center 

•  FHA  and  VA  accepted 

Unlimited  Income  Potential 

As  an  Eagle's  Nest  Homes  rep- 
resentative, you  have  unlimited 


income  potential  in  a  defined  territory.  And 
the  only  qualification  you  need  is  the  ability  to 
purchase  or  mortgage  a  $25,000  model  which 
may  be  finished  as  a  home  to  live  in.  or  sell,  or 
completed  as  an  office,  condo,  duplex,  or 
other  commercial  enterprise      m 

Call  Mr.  Farb 

collect 

(404) 479-9700 

PO  Drawer  1569,  Canton,  GA  30114-1569 


BUSINESS  CONSULTANT 

The  demand  for  consultants  is  ir 
creasing  as  internal  management  is 
being  replaced  by  outside,  unbiased 
consultants.  We  are  managing  the 
future  and  sharing  it.  Enioy  the  ad 
vantage  of  being  self-employed  with 
the  association  and  support  of  one  of 
the  largest  and  most  respected  con- 
sulting firms  in  the  country.  Full  ex- 
pense paid  training  in  New  Orleans 
national  advertising,  and  fringe  bene- 
fits. Relocation  not  required  Nominal 
refundable  performance  deposit  of 
$7,500  required   Call  for  free  com 
pany  brochure  and  details 
kin  I  Mi  ton*  Qujln—  ConeuKmti.  inc. 
IND    Mr.  Mark  Simon,  Exec.  V.P. 
(504)  456-1968 


JOIN  THE  LEADERS  IN 
SALES  &  TECHNOLOGY 

With  over  800  centers  worldwide 
and  the  leading  sales  volume  per 
center  in  our  industry.  Sir  Speedy 
can  make  you  a  leader  too1 

For  details  on  owning  your  own  Sir 
Speedy  Printing  Center,  call 

1  800  854  3321 

^~         or  write 

m^S/V*  Speedy,  Inc. 

PO  Box  30740  Laguna  Hills  CA  92654 


SELL  IN  JAPAN! 


I  ID  >our  proper!)  using  our  Tokyo  office  lo 
reach  500  +  Re»l  Estate  brokers  in  Japan 

Free  translation    NO  COMMISSION    Your 

name  listed  as  contact  point   Tear  sheet 
provided  Only  $190  for  3  months  listing 

CALL:  Hon  &  Bunker  I.k 

1-800-USA-2111 


REAL  "ESTATE  SERVICES 


DEVELOPMENT  COURSE 

Two  Volume  Sell  Study  Refresher 
Course  Graduates  include  Olympia 
&  York,  Pulte  Corp  .  Del  Webb,  Toll 
Bros.,  Kaufman  &  Broad,  U.S. 
Homes.  Trammel  Crow,  Homart, 
Rouse  Co  ,  Prudential  Sold  only  to 
developers. 

REDI  (508)  358-2665 


FOR 


BY  OWNER 

AUTOS  BOATS  AIRPLANES 

BUSINESSES,  FINE  ART 

HORSES  LUXURY  HOMES 

?^j  140.000  INDIVIDUAL  LISTINGS 

-Jq  NO  BROKERAGE 

COMMISSION 

COMPUTER  LISTINGS 
UPDATED  DAILY 


Toll  Free  1-800-327  <363CJ 


Ml  t<P<na  $*"•<•  f  " 


LIGHT  MANUFACTURING 
OPPORTUNITY 

Offering  need/demand  wholesale  prod- 
ucts lo  the  $50  billion  per  yr  printing  in- 
Justrv  Total  investment  range  S270K 
Minimum  cash  requirement  S75K  call: 

800/438-4786 
in  MI.  (313)  737-4080.  M-3 


FINANCIAL  SERVICES 


HARD  TO  BORROW? 

Guarantees  We  Do  Not  Make  Loans 

MINIMUM:  $100,000   5-20  YEARS 

THE  FUNDING  ASSISTANCE 

CORPORATION 

USA  (212)  755-9400 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
<  «•  Mistimes  Free  wholesale  catalog  since 
1967!  Member  Jeweler,  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-426-8352 


FAX  MACHINES  •  LOW  PRICES 
1-800-GET-A-FAX 

Canon,  Sharp,  Bell,  Toshiba,  Panasonic, 
More!  Call  for  prices.  Comp-U-Tronix 
210  S.  Milwaukee  #10F,  Wheeling,  IL  60090 

1-800-438-2329,  IL  1-312-537-8882, 
Fax  1-312-537-9264  VISA  M/C  AMEX 

DISCOVER  CHECKS  30  DAY  TRIAL! 
MONEY  BACK  GUARANTEE! 


Our  loth  year  of  DISCOUN- 
COMPUTERS  &  CELLULAR  P] 

Fgt   Prepaid   Save  Tax 
<^         Toll  Free  800-2J1-3680 

Iff  mflRYfTlflC  INDUST 
22511  Katy  Fwy 
Katy  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


BOOKS  AND  PERIODICALS 

New  "Books  for  Busy  People."™ 

POWER  WRITING.  Do  better  in  career  and  busi- 
ness. Improve  your  writing  in  tour  easy  steps. 
Award-winning  author  helps  you  write  better  let- 
ters, memos,  and  reports  KEEP  YOUR  COMPUTER 
HAPPY.  Easy  maintenance  program  for  office  and 
personal  computers.  Prevent  most  common  dan- 
gers. Non-technical.  Send  $5.00  for  each  book  to 
Mischa  Press,  P.O.  Box  9558-N.  Washington,  D.C., 
20016-1558  Please  name  desired  book(s). 


BUSINESS  SERVICES 


CELLULAR  PHONES 


CELLULAR  PHONES 
Fax  Machines,  Radar  Detectors,  Sports,  Widn 
National  Pagers,  Photocopiers,  Business  Phorfji 
TV.  Hii.  and  other  Electronic  Equipment 
Audiovox.  Blaupunkt.  Cobra,  Hitachi.  Jensen,  i 
Motorola.  N-E-C.  0-K-I.  Panasonic.  Priv> 
Scrambler.  Sharp,  Sony.  Toshiba.  Uniden,  wt 
other  major  brands  at  major  discounts' 


V>e/la/a*  ^efrot , 


(800)  421-9175 -(215)  364-7 
We  Deliver  MC/V/C-0-D  •  Dealer  Inquiriej 


BUSINESS  SERVICES 


N.A.G.L.S. 

View  precious  gemstones  for  sale, 

on  computer,  free  of  charge. 

(416)  238-4985 

For  further  information, 

(416)  238-8044 


CONSULTANTS  IN 
ASSURING  QUALITl 

NORIUS,  NORRIS  &  QUIXOTeJ 
17621  Monrero  Road,  I 
San  Diego,  Ca.  92 128  J 
(619)485-1059 


HOW  TO  ADVERTISE  IN 

Forbes  Market/ 


Forbes:  Capitalist  Tool 


REGULAR  CLASIFIED  LISTINGS:  All  listings  are  accep 
at  the  discretion  of  the  Publisher.  Minimum  size  is  one  ir 
(14  agate  lines)  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Minimun  size 
display  of  two  inches  (28  agate  lines).  Must  be  submitted 
film  negative  or  camera-ready  mechanical  to  size. 

Box  numbers  provided  on  request.  There  is  no  charge 
mailing  service  on  blind  ads. 


FORBES  MARKET  CLASSIFIED  is  published  in  the  fin] 
issue  of  each  month.  Advertising  closing  date  is  one  mon| 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  accompa 
order  unless  from  accredited  agency.  For  specific  requir 
ments  send  for  order  form. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)620-2440 


brbesMarket/ 


RPORATE  SPECIALTIES 


CORPORATE  SPECIALTIES 


WINE  CELLARS 


WINE  CELLARS 


Setter  than  Lacoste  or  Ralph  Lauren!  — 

IR  logo  embroidered  on  great  quality  100%  cotton  polo  shirts. 
jay  outrageous  prices  for  100%  cotton  polo  shirts  with  someone  else's  logo, 
for  less  money  we'll  put  your  logo  on  a  better  quality  shirt  and  guarantee  that 
3i  at  least  an  entire  year.  Minimum  order  just  six  shirts!  For  a  brochure,  price 
II 1-800-84-SH1KT  (in  NY  718-782-0200). 

The  Queensboro  Shirt  Company 

Dept  F.10,  119  N  11th  St,  Greenpoint,  NY  11211 


UCATIONAL  SERVICES 


APPROVED  UNIVERSITY  DEGREES!! 

nicai  home  study  for  Bachelor's, 
s,  Ph.D.,  fully  approved  by  Cab- 
Slate  Department  of  Education. 
:ous  faculty  counsels  for  indepen- 
tudy  and  life  experience  credits 
enrolled  students,  500  faculty). 
information — Richard  Crews, 
larvard) ,  President,  Columbia  Pa- 
liversity,  Department  3D10  1415 
itreet,  San  Rafael,  CA  94901.  Toll 
300)  227-0119;  California;  (800) 
22;  or  (415)  459-1650. 


3LLEGE  DEGREE 

ELORS  •  MASTERS  •  DOCTORATE 

For  Work,  uk  and  Academe 

Experience  Mo  Classroom 

Attendance  Required 

Call  (213)  471-0306 

OutaMa  California 

1  •  800-423-3244 

or  send  detailed  resume 

for  Free  Evaluation 

Kifk  Western  University 

■CuMda  BJvo    Oot  185.  Los  Angeles  CA  90049 


EL0R, MASTER, DOCTORATE 

'DEGREE  Use  your  nasi  experience  as 
'wan)  your  degree  No  classes,  seminars 
ampus  attendance  Studies  build  upon 
eipenence  Sell-paced  •  Send  Resume 
y-  For  No  Cost  Evaluation 
5777  W    Century  Blvd. 


Suite  605 
___^^__.  Dept   29 

;  (Z13)  645-3636  Los  Angles.  CA  90045 


Earn  your  degree  by 
MDEPENDENT  STUDY 
Credit  for  life  experience. 

FINANCIAL  AID 

CLAYTON  UNIVERSITY 

1-800-288-3948 


REAL  ESTATE 


YELLOWSTONE  PARK 
BOUNDARY  RANCH 

Located  south  of  Livingston  on  the  north 
boundary  of  Yellowstone  National  Park, 
this  property  is,  in  our  opinion,  the  most 
spectacular  ranch  in  Montana.  Three 
mountain  valleys  converge  on  the  ranch, 
and  from  the  log  lodge  and  ranch 
headquarters,  one  commands  a  180  degree 
vista  of  high  mountain  peaks.  With 
slightly  less  than  2,000  acres  in  a 
contiguous  block  and  the  national  forest 
on  its  boundary,  the  ranch  is  totally  private 
and  surrounded  by  ruggedly  impressive 
mountain  country,  yet  it  boasts  year-round 
access.  Priced  at  less  than  $2,000  per  acre, 
this  ranch  is  absolutely  the  best  Montana 
has  to  offer. 

SOUTHWESTERN  MONTANA 

MOUNTAIN  RANCH.  This  ranch 
contains  more  than  12,000  deeded  acres  in 
a  contiguous  block  which  is  adjacent  to 
the  national  forest  for  more  than  nine 
miles.  It  is  estimated  to  carry  1,500  animal 
units  and  has  the  most  complete  set  of 
improvements  we  have  seen.  Nearly  $2 
million  have  been  spent  to  build  or  rebuild 
every  ditch,  fence  or  building  on  the  ranch. 
The  three  "manager/owner  quality" 
homes  plus  extensive  guest  facilities  would 
make  any  ranch  owner  proud.  In  addition, 
there  is  a  magnificent  hand-hewn  log  and 
stone  owner's  residence,  which  is  at  once 
grand,  but  appropriate  to  the 
surroundings.  The  entire  ranch  is  offered 
at  slightly  more  than  $3,000,000  and  could 
not  be  duplicated  for  50%  more,  even  at 
today's  low  land  prices.  Extensive  fishing 
and  big  game  hunting  are  available  both 
on  the  ranch  and  in  the  wilderness  area 
just  one-quarter  of  a  mile  from  the  ranch 
border. 

Contact  exclusive  agent  for  the  seller:  Hall 
and  Hall,  Inc.,  P.O.  Box  1924,  Billings, 
Mont  59103,  (406)  252-2155  or  (406) 
682-7583. 


BuV 


TVve 


Best 


WlNECELLARS 

Model                                                          Relai|  YourCost 
440  bottles                                    $2494    $1495 
700  Shown  at  right                     3495 
600  Double  Cabinet  (Isolated)  3995 
Separate  Cooling  Units  42°/55° 
880  Double  unit                          4495 
220  Space  saver                          1995 
296  Credenza  (Low-Boy)           2495 
40  btl,  glass  door,  lock  Slight    599 
60  btl.  glass  door 699 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog 
WlNECELLARS-USA      800/421-8045      lnCA:213/937-3221 
*  839So.LaBreaAve.  *  Los  Angeles.  CA  90036  *  Olympic  Sales  Co. 
*Visa/MC/AmEx/Discover*WeShipAnywhere!«        Since  1947 


EXECUTIVE  GIFTS 


BULL  VS  BEAR  BOOKENDS 


Perfect  for  the  stockbroker,  speculator  or 
investor.  A  stunning  pair  of  solid  brass 
mounted  on  green  marble  bookends. 
Choose  either:  Bull  &  Bull;  Bear  &  Bear  or 
Bull  vs  Bear.  Height  8".  30  day  money  back 
guarantee.  Charge  your  Visa,  MC  or  AMEX 
card  Toll  free  1-800-327-1877,  In  Colo. 
1-303-425-7333,  or  send  check  to  address 
below.  Price  $89.  Ultimate  Perfection,  Inc. 
Box  5639,  Arbor  Village  Station 
Arvada,  Colorado  80005-0639 


RARE  BOOKS 


Are  you  interested  in  Rare 

Book  Collecting  or 
becoming  a  Bibliophile? 

Donglomur  Foundation  is  interested  in 
men  and  women  who  wish  to  be  private 
or  corporate  book  collectors.  Some  of 
our  clients  have  used  it  as  a  hedge 
against  inflation,  but  foremost  they  are 
just  lovers  of  books.  Special  collec- 
tions have  been  created  with  our  guid- 
ance, and  if  you  wish  to  turn  your  love 
of  books  into  a  passion  for  rare  book 
collecting,  call  or  write  Donglomur 
Foundation,  1655  Mt.  Pleasant  Rd., 
Villanova,  PA  19085  (215)  525-4991. 


BUILDING  SUPPLIES 


Excellence  inQak 


Meticulously  detailed  oak  entrances 
and  interiors  for  prestigious 
homes  and  businesses. 
Our  exclusive  handmade 
door  and  moulding 
systems  are  produced 
on  a  limited  basis 
by  master  craftsmen. 

We  Invite  yon  to  call 
or  write  for  free 
leaflet,  S5  brochure 
package,  or  complete 
$12  portfolio. 


i  Box  898-F 
Ignacio.  CO  81137 
800/245-3667  Ext.  F 


BUSINESS  SERVICES 


CUSTOM 
CHOCOLATES 

Choco-Logo  presents  a  dehciously  unique  way  to 
create  a  distinct  impression  of  your  company  or 
business       with  CHOCOLATE!  We  custom  design 
and  mold  fine  chocolate  into  your  logo  or  message 
Make  an  impression  of  your  good  taste'  Write  or  call 
(716)  855-3500  for  our  free  brochure. 


AST  FACTS 

BOUT  FORBES 

■UBSCRIBERS: 


♦Total  management:  74.7% 
♦Total  paid  circulation:  735,000 


♦Average  household  income:  $162,000 
♦Average  value  of  investment  portfolio:  $899,000 


Streetwalker 


Edited  bv  Thomas  Jaffe 


Is  Xerox  cheap? 

By  some  measures  Xerox  looks  a 
bargain.  Recently  at  545/r,  it  sells 
just  a  shade  above  where  it  was  after 
last  October's  crash.  The  price  is 
roughly  book  value,  the  P/E  is  8  to  9 
times  estimated  1988-89  earnings, 
price  to  cash  flow  is  a  low  4  times 
1988-89  cash  flow  estimates.  The 
yield  is  a  handsome  5.5%. 

Among  the  positives:  More  than 
40%  of  revenues  are  from  overseas,  so 
the  weak  dollar  has  helped  profits. 
New  series  of  copiers  are  making  Xe- 
rox more  competitive.  Information 
systems,  though  still  unprofitable,  are 
showing  strength  in  both  laser  print- 
ers and  electronic  typewriters. 

And  the  company  is  diversified: 
Through  property  and  casualty  insur- 
er Crum  &  Forster  and  Xerox  Credit's 
external  leasing  business,  financial 
services  now  account  for  about  half  of 
earnings. 

But  there  are  negatives,  argues  ana- 
lyst Eugene  Glazer  of  Dean  Witter 
Reynolds.  The  Japanese  are  stepping 
up  their  assault  on  the  middle  and 
upper  ends  of  the  copier  market. 
Gross  margins  in  the  business  are  de- 
clining, the  result  of  years  of  weak 
pricing  and  conversions  from  a  highly 
profitable  rental  operation  to  outright 
sales.  As  for  Crum  &  Forster,  Glazer 
says  the  end  of  the  property  and  casu- 
alty cycle  is  ncaring;  he  looks  for  a 
downturn  next  year. 

What  about  all  that  cash  flow?  Gla- 
zer's  estimate  is  $13.45  and  $14.35  a 
share  in  1988  and  1989,  respectively. 
But  after  dividends  and  capital  spend- 
ing, free  cash  per  share  amounts  to 
only  about  75  cents  this  year,  and 
$1.25  in  1989. 

With  the  questions  balancing  the 
positives,  Glazer  thinks  the  market  is 
pricing  this  company  efficiently. 


Investment  investment 

Precision  Castparts  Corp.  of  Port- 
id    Ore.  is  the  world  leader  in 
"investment  casting,"  a  tech- 
nique that  produces  parts  with  the 
mosl  pi  rf<    t  surfaces  available.  Parts 
manufactured  by  investment  casting 
lake  complex  aerospace 
1  other  high-tech  in- 
pi  id     ts,    11  e   competitive 
ess  uses  a  '-and  mixture 


rather  than  ceramic  material  and  wax 
to  form  its  molds;  this  results  in  prod- 
ucts with  rougher  surfaces. 

For  the  fiscal  year  ended  Mar.  31, 
1988,  Precision  earned  $36.8  million, 
or  $2.27  per  share — a  68%  increase 
over  1987 — on  sales  of  $414  million. 
For  the  quarter  ended  June  30,  back- 
logs were  up  46%  year-to-year,  to 
$416  million.  Analyst  John  Simon  of 
Los  Angeles'  Seidler  Amdec  Securi- 


Ceramic  mold  by  Precision  Castparts 
Smooth  surfaces,  hot  profits. 

ties  predicts  Precision  will  have  little 
problem  posting  15%  annual  sales 
gains  both  this  year  and  next. 

For  the  current  fiscal  year,  Simon  is 
looking  for  a  modest  earnings  gain,  to 
$2.40  a  share.  This,  because  of  in- 
creased raw  material  costs,  particular- 
ly in  nickel,  and  the  startup  expenses 
on  a  large  number  of  new  products. 
But,  for  the  fiscal  year  beginning  Apr. 
1,  1989,  Simon  expects  pretax  mar- 
gins to  rise  as  Precision  spreads  those 
costs  over  a  bigger  sales  base.  He 
thinks  earnings  will  hit  $3  a  share 
next  year. 

With  the  stock  recently  selling  o-t-c 
at  33Vi,  Precision  Castparts'  16.7  mil- 
lion shares  (Chairman  Edward  Coolcy 
owns  about  19%)  arc  valued  at  just  I  1 
times  next  year's  anticipated  earn- 
ings. Pretty  reasonable  for  a  growing 
technology  company. 


Asbestos  play 

Few  companies  better  qualify  as  a 
beneficiary  of  the  industrial  reviv- 
al than  Cincinnati's  diversified  Eagle- 
Picher  Industries,  Inc.  (estimated 
1988    sales,     $695    million).     Eagle- 


Picher  produces  everything  from  sp 
cialty  chemicals  and  automoti 
parts  to  diatomaceous  earth,  throu 
which  expensive  liquids  are  filters 
and  super-sophisticated  batteries  1 
aerospace  applications.  According 
Edward  Cimilluca,  of  Shearson  Le 
man  Hutton,  earnings  should  be 
12%,  to  $4.15  a  share,  for  the  fisc 
year  ending  Nov.  30,  and  to  $5  a  sha 
next  year.  As  for  1988  cash  flow,  ( 
milluca's  predicting  a  healthy  $6.7£ 
share.  (There  are  10.7  million  NY! 
shares  outstanding.) 

So  how  come  the  stock  recent 
sold  for  only  29%?  In  a  word,  asbest( 

Although  Eagle-Picher  last  man 
factured  asbestos-containing  insu 
tion  17  years  ago,  the  company 
been  paying  for  it  ever  since  as  a  q 
defendant  in  thousands  of  lawsui 
At  the  end  of  fiscal  1985  Eagle-Pich 
provided  $400  million  against  futti 
liabilities  from  asbestos  litigation 
$215  million  in  insurance  and  a 
serve  of  $185  million.  The  hit  cut 
worth  by  more  than  half.  Cimillu 
says  investors  fear  Eagle-Picher  w 
take  another  big  reserve. 

Cimilluca  expects  this  to  happi 
before  the  close  of  the  current  fisc 
year.  But  he  doubts  that  such  a  mo 
will  kayo  the  balance  sheet  this  tim 
since  he  expects  the  company  to  st 
assets  to  finance  the  reserve.  With  t 
uncertainty  out  of  the  way,  Cimillu 
thinks  the  stock  may  get  movil 
again.  Indeed,  between  late  198 
when  E-P  took  that  last  reserve,  at 
early  1987,  the  stock  more  than  do 
bled,  to  an  alltimc  high  of  53 — thouj 
the  bull  market  also  helped.  Interes 
ing  possibilities  here. 


Ruddick  s  ruddy  prospects 

Analyst  Kay  Norwood,  of  Cha 
lotte's  Interstate  SecuntR 
brings  to  our  attention  Ruddic 
Corp.,  a  little-known  miniconglome 
ate  also  headquartered  in  Charlotn 
N.C.  With  estimated  1988  sales 
$1.1  billion,  Ruddick  operates  Amei 
can  &  Efird  Mills,  a  thread  and  yai 
producer;  Jordan  Graphics,  a  busines 
forms  manufacturer;  a  small  ventu 
capital  subsidiary;  and  Harns-Teet 
supermarkets,  a  120-outlet  groceii 
chain  in  the  Southeast. 

Ruddick  has  compiled  an  impre:) 
sive  record,  with  earnings  up  evei 
year  save  one  since  1975.  But  thes 
days  Norwood  is  particularly  bullis 
because  of  Harris-Teeter's  prospect 
Known  as  an  "upscale"  discounter,  ii| 
stores  have  bakeries  and  deli  countei 
and  carry  specialty  items.  In  Apr 
Ruddick  acquired  the  assets  of  50  Bi 


FORBES,  OCTOBER  3,  15 


r  grocery  stores  from  Grand  Union, 
I  now  is  gradually  turning  many  of 
m  into  Harris-Teeters.  As  Harris- 
:ter  grows,  says  Norwood,  so  will 
contribution  to  overall  earnings, 
t  year  it  accounted  for  47%;  next 
r  she  thinks  this  will  increase  to 
'o.  For  the  fiscal  year  ending  Sept. 
Norwood  expects  earnings  to  rise 
'o,  to  $1.87  a  share.  In  fiscal  1989 
's  looking  for  $2.20,  an  18%  gain, 
'here  are  9.7  million  Amex-listed 
res.  An  employee  stock  plan  owns 
'o;  brothers  R.  Stuart  and  Alan  T. 
:kson,  chairman  and  president,  re- 
ctively,  own  13%  more.  Recent 
;e:  203/4.  Norwood  thinks  the  stock 
1  go  to  27  over  the  next  12  months. 


t  so  sick 

ew  groups  have  taken  a  worse 
beating  in  the  market  than  health 
intenance  organizations,  nursing 
ne  operators  and  specialty  compa- 
s  in  the  medical  services  industry. 
,  for  contrarians,  analyst  Peter  Si- 
i  of  Drexel  Burnham  Lambert  sug- 
ts  Greenery  Rehabilitation  Group, 
.  Based  in  Cambridge,  Mass., 
:enery  (estimated  1988  sales  of  $84 
lion)  runs  facilities  specializing  in 
itment  of  traumatic  head  injury 
.  other  neurological  impairments. 
:ently  priced  o-t-c  at  7%,  the  stock 
lown  some  40%  since  the  begin- 
g  of  the  year.  Among  the  reasons, 
ording  to  Sidoti:  disappointing 
rterly  earnings  comparisons,  tied 
•art  to  expansion;  and  a  thin  public 
it,  with  70%  of  the  9  million  out- 
lding  shares  belonging  to  insiders. 
)n  the  plus  side,  says  Sidoti,  the 
apany's  patient  mix  is  attractive. 
)se  covered  under  negotiated  rates 

indemnity  insurance  account  for 
re  than  70%  of  revenues;  less  than 
'o  can  be  traced  to  mandated  gov- 
ment  reimbursement  rates.  Green- 
also  is  cash-rich,  with  $48  million 
n  $5  a  share)  in  the  till,  and  its 
estment  in  publicly  traded  Health 
Rehabilitation  Properties  is  worth 
'ther  $9  million.  As  most  of  Green- 
's $32  million  of  long-term  debt  is 
convertible  debentures  currently 
ing  for  around  65  cents  on  the  dol- 

Sidoti  notes  the  company  could 
ird  to  retire  its  outstanding  debt 

still  end  up  with  about  $3.65  a 
re  of  net  cash  and  equivalent, 
idoti  estimates  Greenery's  earn- 
» will  be  flat  at  55  cents  a  share  for 
fiscal  year  ending  Sept.  30,  but  he 
■sees  an  18%  gain,  to  65  cents,  in 
9.  Over  the  next  6  to  12  months, 
target  stock  price  is  $10  to  $12. 
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"This  is  the  way  you  always 


i  mag  i 


im»lii 


e  South  Pacific 


IliJIlJ   Andrew  Harper's 
exclusive  guide  to  unspoiled  places 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise. 


I^m^^Repart 


It's  the  vacation 
of  a  lifetime  for 
$2,150  a  week! 


^^aken  as  a  whole,  Fiji  is 
"perhaps  the  most  idyllic  and 

■  ■  I         hospitable  archipelago  in  the 

■  ^  I         South  Seas,  its  essence 

JL^     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds — 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  ■■ 
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The  Chinese  know  we  mean  business  Chin; 
one  of  the  business  world's  final  frontiers.  If  y< 
do   business   there,   you   know   precisely   h< 
highly  our  magazine  is  regarded.  With  our  su 
stantial  readership  of  500,000,  we  are,  very  sii 
ply,  China's  link  to  the  world  business  commj 
nity.  We  are  the  international  business  handbo< 
of  top  government  and  trade  officials.  If  you  ai 
considering  marketing  to  China,  consider  al 
that  for  very  low  cost  your  ad  can  run  in  Busine: 
Week's  International  Business  and  Managemer) 


For  further  information  contact:  Hal  Berry  212/512-3867 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 

ixty  years  ago  in  Forbes 


vm  the  issue  of  October  1,  1928) 


iposing  entrance  of  the  First  National 
ink  of  Boston 's  Buenos  Aires  office 

n  25  years  a  new  world  will  be  creat- 
to  the  south.  Great  hydroelectric 
ants  will  be  erected;  a  vast  system  of 
land  waterways  will  be  in  opera- 
Hi;  communication  by  air,  railroad 
d  highway  will  be  a  reality;  large 
tories  turning  out  automobiles, 
xtiles,  metal  goods,  chemicals,  oils, 
inerals,  will  employ  their  thou- 
nds  with  purchasing  power  made 
ssible  by  the  payrolls." 

)verall,  85,000  baseball  fans  passed 
rough  the  turnstiles  of  Yankee  Sta- 
um  last  month  to  see  a  doublehead- 
with  the  challenging  Athletics.  It 
is  the  largest  crowd  that  ever  saw  a 
seball  game.  All  of  100,000  were 
med  away.  The  receipts, 
15,000,  set  a  record  for  a  regular 
ason  game." 

if ty  years  ago 

om  the  issue  of  October  1,  1938) 

n  any  contest  to  determine  the 
.rdest  worker  in  America,  Mayor 
.orello]  La  Guardia  of  New  York 
ould  have  to  receive  consideration. 
:  sleeps  less  than  Edison  claimed  he 
d,  never  relaxes  from  early  morn  till 
te  night,  devours  work  at  top  speed, 
d  never  wants  to  travel  under  60 


mph.  Even  those  who  differ  with  him 
politically  recognize  these  qualities — 
and  his  incorruptible  honesty." 

— B.C.  Forbes 

"Motor-truck  trains  with  ten  trailers 
are  in  use  on  Italy's  new  express 
roads.  A  concrete  ridge  in  the  middle 
of  the  road  is  straddled  by  the  trucks, 
which  have  rollers  that  fit  against  the 
sides  of  the  ridge." 

Twenty-five  years  ago 

(From  the  issue  of  October  1,  1963) 

"For  many  weeks  following  the  stock 
market  panic  in  May  of  last  year, 
most  of  my  own  friends  and  most  of 
the  published  pundits  referred  to  the 
price  toboggan  as  the  'Kennedy  mar- 
ket.' As  the  President,  with  wry  hu- 
mor, mentioned  at  a  recent  press  con- 
ference, no  one  has  attached  his  name 
to  the  present  record-breaking  highs 
in  Wall  Street."       — Malcolm  Forbes 

"The  old  problem  [of  centralization 
versus  decentralization]  is  becoming 
somewhat  obsolete.  It  is  the  comput- 
er that  is  making  it  so.  These  wonder- 
ful machines  can  gather  so  much  in- 
formation and  transmit  it  so  fast  that 
a  company  which  uses  computers  can 
give  its  men  in  the  field  the  maxi- 
mum amount  of  discretion  and  yet 
keep  close  tabs  on  them." 

Ten  years  ago 

(From  the  issue  of  October  2,  1978) 

'"Yesterday  was  a  good  day.  We  had 
only  13  major  stoppages.'  That  is  the 
wry  comment  of  Michael  Edwardes, 
chairman  of  Britain's  major  automak- 


er, British  Leyland  (now  BL),  on  his 
company's  labor  problems.  During 
the  first  six  months  of  this  year,  Ed- 
wardes says,  Leyland  factories  were 
'disrupted'  by  labor  disputes  no  fewer 
than  346  times." 


Cover  of  the  1978  issue  of  Forbes  annual 
Arabic  language  edition 

"One  of  the  more  fascinating  pioneer- 
ing endeavors  in  the  history  of  this 
magazine  (as  well  as  in  that  of  U.S. 
business  journalism)  has  been  the 
Forbes  'Report  On  American  Indus- 
try,' published  entirely  in  Arabic. 
This  month  our  fourth  annual  edition 
is  being  distributed  to  a  carefully 
compiled  list  of  more  than  20,000  of 
the  most  important  business,  finan- 
cial, governmental  and  educational 
decision-makers  in  the  Arab 
World.  .  .  .  This  year's  issue,  at  192 
pages,  is  our  biggest  Arabic  issue  yet." 


British  Leyland  workers  in  one  of  their  almost  daily  late- 1970s  work  stoppages 
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Ambition  often  puts  men  upon 
doing  the  meanest  offices; 
so  climbing  is  performed 
in  the  same  posture 
with  creeping. 
Jonathan  Swift 


In  our  society,  to  admit  inferiority 
is  to  be  a  fool,  and  to  admit 
superiority  is  to  be  an  outcast. 
Those  who  are  in  reality  superior 
in  intelligence  can  be  accepted 
by  their  fellows  only  if  they 
pretend  they  are  not. 
Marya  Mannes 


A  system  is  nothing  more  than 
the  subordination  of  all  aspects 
of  the  universe  to  any 
one  such  aspect. 
Jorge  Luis  Borges 


All  victories  breed  hate,  and 
that  over  your  superior  is 
foolish  or  fatal. 
Baltasar  Gracian 


What  the  superior  man  seeks 
is  in  himself.  What  the  mean 
man  seeks  is  in  others. 
Confucius 


Size  is  not  grandeur,  and 
territory  does  not  make 
a  nation. 
Thomas  Huxley 


The  defeats  and  victories 
of  the  fellows  at  the  top 
aren't  always  defeats  and 
victories  for  the  fellows 
at  the  bottom. 
Bertolt  Brecht 


Subordination  tends  greatly 
to  human  happiness. 
Samuel  Johnson 


The  greatest  evil  which  fortune 
can  inflict  on  men  is  to  endow 
them  with  small  talents 
and  great  ambition. 
Vauvenargues 


Thoughts 

on  the  Business  of  Life 


The  inferior  men  must,  in  time, 
give  way  to  the  superior.  The 
universal  trend  today  is  toward 
large  units.  The  finger  of  destiny 
would  seem  to  point  to  the  ultimate 
domination  of  minor,  backward 
nations  by  the  larger,  stronger 
ones,  just  as  in  the  economic 
world  the  current  runs  strongly 
toward  tlx  obliteration  of  puny 
units  by  more  powerful  ones. 
B.C.  Forbes 


Make  men  large  and  strong, 
and  tyranny  will  bankrupt 
itself  in  making  shackles 
for  them. 
Henry  Ward  Beecher 


To  succeed  in  chaining  the 
multitude  you  must  seem 
to  wear  the  same  fetters. 
Voltaire 


No  morality  can  be  founded  on 
authority,  even  if  the 
authority  were  divine. 
A.J.  Ayer 


So  long  as  men  worship  the 
Caesars  and  Napoleons, 
Caesars  and  Napoleons  will 
duly  rise  and  make 
them  miserable. 
Aldous  Huxley 


To  be  is  to  be  cornered. 
EM.  Cioran 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  one  vol- 
ume bound  in  blue  cloth  and  stamped  m 
gold  Send  $18.50  with  your  order  to:  Forbes 
Subscriber  Service.  60  Fifth  Avenue,  New 
York.  NY.  10011.  Please  add  sales  tax  on 
orders  in  New  York  State  and  other  states 
where  applicable. 


Success  is  not  greedy,  as 
people  think,  but  insignificant. 
That's  why  it  satisfies 
nobody. 
Seneca 


I  distrust  all  systematizers, 
and  avoid  them.  The  will  to 
a  system  shows  a  lack 
of  honesty. 
Friedrich  Nietzsche 


Necessity  can  make  a 
doubtful  action  innocent, 
but  it  cannot  make  it 
commendable. 
Joseph  Joubert 


A  minority  may  be  right, 
and  the  majority  is 
always  wrong. 
Henrik  Ibsen 


Triumph  cannot  help 

being  cruel. 

Jose  Ortega  y  Gasset 


A  Text . . . 

Surely  men  of  low  degree 
are  vanity,  and  men  of  high 
degree  are  a  lie:  to  be  laid 
in  the  balance,  they  are 
altogether  lighter 
than  vanitv. 
Psalms  62:9 


Sent  in  by  Jackson  Stubbs,  Melrose,  Mass. I 
What's  your  favorite  text?  The  Forbes! 
Scrapbook  of  Thoughts  on  the  Business  off 
Life  is  presented  to  senders  ot| 
texts  used. 


One  completely  overcomes 
only  what  one  assimilates. 
Andre  Gide 


It  is  the  contest  that  delights 
us,  not  the  victory. 
Blaise  Pascal 
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nt  and  American  Express. 


FIVE  GRAND  HOTELS. 
ONE  GREAT  CARD. 

No  other  hotels  treat  you  in  the  grand  st  vie  that  is 
he  trademark  of  the  Fairmont  Hotels.  Style  that  in 
1  des  luxurious  rooms  and  suites,  award-wini 
taurants,  famous  entertainers,  uncompro. 
',  personal  service— and  our  special  Preside 
id  for  business  travellers.  (For  information  on 
>v  to  jo  in.  call  (800)  322-3550,  extension  S00). 
\nd  with  the  American  Express'Card,  you'll 
get  all  the  benefits  that  come  from  using  the  Card 
rated  best  by  frequent  business  travellers  for  travel 
and  entertainment.  To  guarantee  your  Fairmont 
room  with  the  American  Express  Card,  call 
(800)527-4727. 

THE  FAIRMONT  HOTELS 


A  FAMILY  OF  GRAND  HOTELS 
(800)  527-47 
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Liberty  Mutua 

The  same  philosop 
that  made  us  Nal 
in  workers 
compensation 

has  made 
usaleaderin 
property  insurance. 

That  philosophy  is  simple:  teamwork.  We  believe  in  today's  complex  insurance  world, 
that  it  takes  more  than  one  person  to  make  sure  your  business  property  is  insured  properly 

We  believe— as  with  all  business  insurance  we  write— that  it  takes  the  combined 
effort  of  sales,  loss  prevention  and  claims  professionals  as  well  as  underwriting  and 
financial  experts,  all  working  directly  with  you. 

Teamwork  means  working  together  to  determine  which  of  our  wide  variety  of  property 
coverages  is  right  for  your  business.  Teamwork  means  working  with  you  early  on  to  develop 
an  action  plan  should  a  loss  occur. 

We  have  a  philosophy  that  works.  One  that  over  100,000  American  businesses 
believe  in  for  their  many  insurance  needs.  A  philosophy  that  has  made  us  No.  1  in 

AMERICA  BELIEVES  IN  fcta^I  Business    LIBERTY 
LIBERTY  MUTUAL  INSURANCE.  Property  insurance.   MUTUAL 


C  Liberty  Mutual  Insurance  Group/Boston 
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Some  people  seem  to  wonder  how  a  luxury  car  can 
be  a  luxury  car  and  still  be  exciting  to  drive.  At  Porsche, 
we've  always  wondered  how  a  luxury  car  can  be  a  luxury 
car  and  not  be  exciting  to  drive. 

After  all,  isn't  the  ability  to  provide  exciting  perfor- 
mance one  of  the  greatest  automotive  luxuries  of  all? 

That  was  what  we  set  out  to  prove  in  1978  with  the 
■'aimed  Porsche 928. 


Now,  eleven  years  later,  the  continually  refine 
Porsche  928  S4 combines  more  rich  luxury  and  re 
ing  excitement  than  ever  before. 

Inside,  a  library-quiet  interior  redolent  of  fine 
surrounds  the  driver  in  an  environment  of  unsur 
comfort  and  ergonomic  efficiency. 

Outside,  a  drag  coefficient  of  .34  reflects  the 
improvements  to  one  of  this  century's  most  stu 


i  ance  ligua-s  are  lor  comparison  only.  Porsche  ckx>  noi  recommend  exceeding  any  speed  limns. 


auffeur. 


>endary  automobile  designs, 
ier  the  hood,  a  powerful  316  hp  engine  and  drive 
ffer  not  only  the  stability  of  perfect  50-50  weight 
e,  but  a  top  speed  of  165  mph— making  it  one 
:hree  fastest  and  most  nimble  production  cars 
vorld. 

i  beneath  this  state-of-the-art  power  plant,  state- 
art  ABS  brakes  are  able  to  stop  the  Porsche  928  S4 


from  60  mph  in  a  remarkable  154  feet. 

So  before  you  let  anyone  convince  you  that  the  acqui- 
sition of  luxury  must  mean  an  accompanying  sacrifice 
of  performance,  visit  your  nearest  authorized  Porsche 
dealer  and  see  the  928  S4. 

The  luxury  car  designed  not  just  to  be  admired, 
but  to  be  driven. 
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What's  on? 

The  image  on  this  issue's  cover  is,  we  confess,  maybe  just  a  bl 

of  an  overstatement.  Television  programming  is  not  a  corrl 

pletely  reliable  substitute  for  Seconal,  or  even  for  warm  mill! 

But  tv  as  a  mass  medium  is  more  than  40  years  old  now,  anl 

even  one  of  the  newest  wendyBanonJ 

segments  of  the  business, 

the    pay    tv    services,    is 

showing    clear    signs    of 

middle       age.       Forbes' 

Deirdre    Fanning    reports 

that  although  nearly  half 

of  all  U.S.  households  are 

yet  to  be  wired  for  cable, 

growth  prospects  for  the 

major  pay  services  carried 

on  cable  systems — outfits 

such  as  HBO  and  Cine- 


Forhes'  Deirdre  Fanning 


max,  Showtime  and  the  Movie  Channel — are  suddenly  dimm 
because  of  rapidly  changing  technology  and  a  burgeoning 
alternative  entertainment  and  news  services  offered  on  basi 
cable  at  no  extra  charge.  The  demise  of  the  pay  services  is  no 
imminent,  Fanning  concludes,  but  their  prospect  is  not  a  cheer 
one — spending  more  and  more  to  get  less  and  less.  Hence  th 
title — "The  best  part  of  the  show  is  over" — of  the  story  tha 
begins  on  page  101. 

America's  newest  contrarians 

In  New  York  the  phrase  "Korean  grocer"  verges  on  the  redun 
dant.  Some  85%  of  the  retail  greengroceries  in  the  Big  Apple  ari 
now  owned  by  Korean  immigrants,  reports  Forbes'  Matthev 
Schifrin  in  this  issue  For  many  of  them,  it's  a  long,  tougl 
business  day — up  in  the  wee  hours  at  the  produce  markets,  ther; 
minding  the  store  into  the  evening — seven  days  a  week. 

If  that  were  all,  it  might  perhaps  be  nothing  more  than  th( 
latest  chapter  in  an  old  but  ongoing  story.  New  York  is  the  plact 
where  millions  have  come  to  change  their  lives,  or  at  least  tht 
lives  of  their  children.  Running  a  greengrocery,  with  essentia 
help  from  the  wife  and  kids,  is  no  more  or  less  plausible  a  plact 
to  do  that  than,  say,  a  candy  store. 

But  that  is  not  all.  As  it  is  in  greengroceries,  so  it  is — or  soor 
may  be — in  dry  cleaning  stores,  nail  salons,  fish  markets  anc 
other  enterprises  in  cities  all  over  America.  With  energy,  intelli 
gence  and  perseverence,  Koreans  have  emerged  as  an  entrepre 
neunal  powerhouse  in  the  U.S.  economy. 

And  many  Koreans  have  given  an  added  spin  to  their  labors 
You  find  them  now  in  some  of  the  most  troubled  sections  oi 
major  cities — in  the  South  Bronx,  the  Olney  section  of  Philadel 
phia,  South  Side  Chicago,  East  Los  Angeles.  Many  of  them  art 
there,  Schifrin  notes,  by  choice.  They  pick  out-of-favor  loca 
tions,  he  says,  because  rents  are  cheap  and  growth  potential  \s 
high.  In  short — contrarians. 

Schifrin  spent  one  month  reporting  the  story.  After  interview- 
ing dozens  of  Koreans  who  work  long  hours  and  save  almost 
everything  they  earn,  he  says  he  felt  somewhat  lazy  and  waste-! 
tul  in  comparison.  His  report  begins  on  page  92. 


Managing  Editor 
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TWVs  Business  Class* 
More  dties*More  flights*More  often* 


If  you  like  flying  business  class— and  who 
loesn't— TWAs  Ambassador  Class®  was  made 
or  you.  It's  the  only  business  class  with  over 
'00  domestic  departures  each  week.  And  it's 
he  only  one  that  flies  to  more  than  18  major 
J.S.  business  centers. 

You'll  enjoy  all  the  amenities  you've  been 
nissing  on  other  airlines.  A  separate 
\mbassador  Class  cabin,  so  you  can  work  or 
>leep,  free  of  distractions.  Seats  so  wide,  with 
egroom  so  ample,  they  rival  first  class  seats  on 


many  other  airlines.  Complimentary  cocktails 
and  headsets.  Meals  served  on  fine  china 
and  linen. 

With  TWAs  Ambassador  Class,  you're  treated 
to  more  service,  more  comfort,  and  more  con- 
venience. A  lot  more  often. 


TODAY'S  TWA. 
FIND  OUT  HOW  GOOD  WE  REALLY  ARE:" 


Follow-Through 


M&Aat 

Brown 

Brothers 

July  11,  1988 


B 


rown  Brothers  Harriman  &  Co. 

has  been  more  forthcoming  since 
Forbes  profiled  the  secretive  banking 
house  this  summer.  Brown's  biggest 
fumble  had  been  in  mergers  and  ac- 
quisitions, where  it  worked  with  tur- 
tle-like slowness  and  arranged  rela- 
tively few  deals,  we  wrote.  In  a  subse- 
quent confidential  letter  to  clients, 
the  firm  revealed  details  about  its 
mergers  and  acquisitions  business 
which  it  had  refused  to  disclose  to  us. 
The  firm  says  its  M&A.  team  has 
assisted  in  74  transactions  since  1979, 
worth  $11  billion.  Over  half  these 
transactions  involved  foreign  firms, 
and  the  profits  accruing  to  Brown 
Brothers  over  the  nine-year  period  sur- 
passed $45  million.  Most  of  that  M&A 
work  did  not  show  up  on  the  databases 
we  looked  at.  Even  with  the  private 
transactions,  the  firm's  M&A  team 
appears  to  rank  only  about  30th  among 
U.S.  investment  banks,  as  measured  by 
total  dollar  volume  of  deals  done. — 
Edwin  A.  Finn  Jr.  and  |ack  W'illoughby 


A  lively 
anachro- 
nism 

Sept  K>.  /'as 5 


currently  pay  a  7.95%  interest  rate, 
are  experiencing  a  revival.  At  IDS, 
sales  this  year  rose  183%  through  Au- 
gust, to  $585  million,  and  new  money 
is  flowing  in  at  the  rate  of  nearly  $20 
million  per  week.  That  has  helped 
push  certificates  outstanding  up  42% 
since  1985,  to  more  than  $2  billion. 

Why  the  renewed  interest?  The 
main  reason  is  investor  fear — surpris- 
ingly, not  so  much  of  bank  failures  as 
of  falling  stock  and  bond  prices.  IDS 
has  also  given  a  boost  to  one  type  of 
certificate,  the  installment  certifi- 
cate, by  promising  to  kick  in  10%  of 
each  monthly  payment  as  an  interest 
bonus  after  two  years— Ruth  Simon 


The  Clabir 

shuffle 

July  15,  1985 
Henry  Clarke 


The  antecedent  of  the  mutual  fund, 
face-amount     certificate     compa- 
nies, initially  sold  their  savings  ccrtit 
icates  to  small  savers  who  did  not 
trust  banks.  Investors  would  send  in 
money  and  after  a  fixed  period  get 
their  principal  plus  an  interest  premi- 
um  on   the   matured   certificate.    In 
1985  such  certificates  were  still  being 
sold   h\    holdouts   like   Minneapolis- 
d  IDS.  Despite  their  homely  vir- 
though,  we  thought  the  ccrtih- 
i       .i  the  verge  of  extinction. 
Wrong.   1  ('day  face-amount  ecrtiti- 
invest  deposits  mostly  in 
I  mum  ipal  bonds  and 


Fazing 
profits 
to  Japan 

July  14,  1986 
John  Sheehan 


Henry  D.  Clarke  Jr.  was  so  famous 
for  buying  companies  and  shuf- 
fling their  assets  and  liabilities  that 
no  Wall  Street  analysts  bothered  to 
follow  Clabir  Corp.,  his  Greenwich, 
Conn. -based  defense  and  ice  cream 
conglomerate.  Shareholders  had  got- 
ten a  decent  1,439%  return  from  1976 
to  1985,  but  Forbes  noted  that  Clarke 
had  in  any  case  made  out  well.  In 
1984  alone  he  took  $2.8  million  in 
salary,  bonuses  and  dividends. 

Now  Clarke's  perennial  corporate 
shuffling  has  all  but  destroyed  Clabir 
and  its  subsidiaries,  General  Defense 
and  AmBnt.  The  stock  now  trades  at 
down  from  a  peak  of  14'/*  in  1983. 
Although  Clabir's  bookkeeping  has 
grown  ever  more  baffling,  the  firm 
and  its  subsidiaries  appear  to  have 
hundreds  of  millions  of  dollars  of  li- 
abilities— including  $223  million  of 
loans  and  debentures  on  which  Gen- 
eral is  in  default — and  a  tangible  net 
worth  on  common  shares  of  negative 
$172  million. 

Clabir's  future  is  plainly  in  doubt. 
Olin  Corp.  has  agreed  to  buy  General 
for  $86  million,  but  only  if  Clabir 
clears  up  most  of  its  $301  million  in 
liabilities.  Unless  Clabir's  banks  and 
bondholders  agree  to  renegotiate  Gen- 
eral's debts,  Clarke  plans  to  put  it  into 
Chapter  1 1.  But  Clarke  is  doing  fine. 
Last  year  he  earned  $853,000  in  salary 
and  bonuses. — Alyssa  A.  Lappen 


The  future  of  facsimile  technoloj 
was  bright  in  the  U.S.,  Forb 
wrote  two  years  ago,  but  it  would  1 
Japanese  and  not  American  manufa 
turers  that  would  reap  the  rewards  . 
demand  for  the  machines  surged. 

The  fax  market  has  in  fact  grown  f. 
faster  than  we  had  anticipated.  Dat 
quest,  the  high-tech  market  analys 
says  the  U.S.  market  alone  reachc 
$914  million  last  year,  up  84%  froi 
1985.  This  year,  Dataquest  predict 
the  U.S.  market  should  easily  reac 
more  than  $1.2  billion  and  the  wori 
market  more  than  $3  billion. 

Virtually  all  fax  machines  sold  i 
this  exploding  market  continue  to  br 
Japanese  made  or  licensed.  Thus,  Jaj 
anese  exports  of  these  devices  near! 
doubled,  to  $2.1  billion,  in  the  yetf 
ended  last  March,  according  to  Pho< 
nix-based  Japan  High  Tech  Reviei 
American  companies,  it  seems,  eithc 
can't  or  won't  compete. — A.A.L. 


Nuts! 

Mar  10,  1986 
Roger  Baccigaluppiy 


Blue  Diamond  Growers,  the  5, 10C 
member       California       almon 
growers'  cooperative,  needed  to  pu 
some  profits  back  in  the  almond  busi ' 
ness,  and  two  years  ago  began  a  mar 
keting  drive  to  get  food  companie; 
like  Kellogg  and  Ralston  Purina  t«'l 
increase    the    number   of   consume 
products  containing  the  nuts.  Forbe 
figured  the  effort  would  pay  off,  antij 
we  were  right.  Since  1985  cereals  witl 
almonds  have  grown  from  four  t< 
more  than  two  dozen,  and  the  co-op' 
profits  have  exploded.  Last  year  Cali 
fomia  almond  growers  reaped  gros^l 
profits  of  22%  to  37%  of  sales  on  A 
record  crop  of  660  million  pounds  o  I 
nuts,  compared  with  almost  nothinj 
just  two  years  ago.  Now,  thanks  large 
ly  to  a  weak  dollar,  the  co-op  sell;  I 
two-thirds  of  its  crop  overseas,   up 
from  57%  in  1986.— A.A.L. 


FORBES,  OCTOBER  17,  1988 


.. 


Capital  ideas  are  a  growth  industry  at  GE  Capital. 

here's  no  linelabelecTIdeasOn  customers  have  come  to  expect  we've  been  growing  lately  are   on  your  specific  problems. 

land"in  the  GE  Capital  annual  a  bonus  with  every  GE  Capital    described  below.  If  you'd  like  to       Because  at  GE  Capital, 

eport.  Nonetheless,  our  capital  transaction.  They  know  our        hear  more  about  any  of  them,  ideas  aren't  just  a  sideline, 

teas  are  as  important  an  asset  capital  will  be  accompanied  by   call  GE  Capital  at  our  special     They're  a  growth  indust  ry. 

>  our  company  as  the  dollars  our  best  ideas  on  how  to  put       toll-free  number:  ^      V  1  Trl 

sted  on  our  balance  sheet.  that  capital  to  work.  800  243-2222.  Better  yet,  let         ^P1^ ilueaS 

Because  over  the  years,  our  A  few  of  the  capital  ideas       our  idea-growers  get  to  work  (jfOW  dt  kjLj  \jdX)l\dl. 


The  Bowtie:  Keeping  Real  Estate  Fashionable. 

A  bowtie  may  not  do  much  for  a  building,  but  it  can  really  dress 
up  a  real  estate  deal.  A  bowtie  is  a  special  mortgage  option 
that  allows  payments  to  start  low,  then  adjust  upward  over  time. 
It's  only  one  of  the  high-style  capital  ideas  that  helped  grow 
our  commercial  real  estate  group  into  a  $7  billion  dollar  business. 


■ast  Relief  For  Fleet  Car  Grief. 

jE  Capital's  fleet  management  programs,  covering  over  400,000 
ehicles,  help  our  leasing  customers  focus  effort  on  their  own  primary 
>usiness,  not  time-consuming  administrative  details.  For  example, 
>ur  Accident  Program  provides  one-stop  service  for  accident  claims— 
ind,  recovers  over  $3  for  every  $1  in  program  fees. 


GE  Capita/ 


call  for  am 


i 


m 


low  the  right 

ize  business. 


AT&T  has  just  made  WATS  a  whole  new  ball  game.  With 
a  new  lineup  of  long  distance  discount  calling  plans.  Now 
any  business,  from  small  to  large,  can  save  from  10%  to 
50%  with  the  new  family  of  AT&T  WATS  plans. 

Today  WATS  means  Wide  Area  Telecommunications 
Services.  And  with  AT&T  it  means  that  every  direct-dialed, 
out-of-state  call  is  discounted,  24  hours  a  day,  seven  days  a 
week.  Our  plans  offer  you  features  such  as  call  detail*  and 
distance-sensitive  pricing.  Our  new  family  of  plans  even 
gives  you  the  choice  of  dedicated  or  nondedicated  lines. 

Now  there's  a  plan  to  fit 
nearly  every  size  player. 

The  new  AT&T  WATS  lineup  includes  the  PROSM  WATS 
plans  designed  specifically  for  small  to  medium-size  busi- 
nesses. PRO  WATS  provides  discounts  from  10%  to  38%  and 
you  can  qualify  for  the  plans  with  at  least  $120  per  month  in 
long  distance  calls. 

PRO  WATS  works  off  your  existing  lines,  so  there's  no 
need  for  special  equipment  and  all  your  lines  count  toward 
discounts.  PRO  WATS  also  gives  you  detailed  billing,  dis- 
tance-sensitive rates  and  discounts  on  out-of-state  AT&T 
Card  calls  and  direct-dialed  international  calls  to  40  of  the 
most  frequently  called  countries** 

And  AT&T  PRO  WATS  State  is  designed  for  customers 
whose  AT&T  long  distance  calls  are  primarily  in-state. 

Because  the  new  AT&T  WATS  family  has  a  plan  for  every 
size  business,  your  growing  business  won't  outgrow  AT&T. 
As  your  business  grows,  so  will  your  discounts  with  plans 
such  as  original  AT&T  WATS  and  AT&T  MEGACOM*  WATS. 


Businesses  currendy  enrolled  in  an  AT&T  WATS, 
MEGACOM,  PRO™  America  or  International  PLUSSM  plan, 
will  automatically  be  converted  to  the  plan  with  equivalent 
features. 

AT&T  Account  Representatives 

will  make  sure  you  get 
the  best  plan  for  your  needs. 

No  other  company  has  people  with  the  training,  the 
know-how  and  the  experience  to  analyze  your  needs  and 
help  you  design  a  game  plan  for  the  most  cost-effective 
long  distance  service. 

If  you  thought  AT&T  WATS  had  just  one  pitch,  now  it's  a 
whole  new  ball  game. 

To  get  the  best  quality  at  the  best  price,  call  for  the  new 
AT&T  WATS  lineup: 

1 800  222-0400 

♦Available  October  1988  for  AT&TWATS. 

"Discounts  on  international  calls  apply  during  the  standard  and/or  discount  rate 
periods,  to  Canada  duri  ng  the  day  and  evening  rate  periods,  and  to  the  U.S.  portion  of 
calls  to  Mexico  during  the  standard  rate  period. 


AT&T 

The  right  choice. 


Forbes  Informer 


Edited  by  (  retchen  Morgenson 


Drexel's  best  investment 

Despite  all  its  troubles  with  the  SEC, 
Drexel  Burnham  Lambert  has  some 
well-wishers  in  Washington.  Those 
pals  have  sponsored  a  bill,  pending  in 
Congress,  to  overhaul  the  civil  racke- 
teering stauitc.  One  ettcct  would  be  to 
wipe  out  the  onerous  penalties  Drexel 
would  have  to  pay  if  found  guilty  of 
civil  securities  law  violations. 

The  legislation,  likely  to  be  passed 
shortly,  effectively  removes  the  tri- 
ple-damages penalties  automatically 
slapped  on  all  civil  racketeering  cases. 
The  bill  would  be  retroactive  and  re- 
move the  penalty  even  on  cases 
launched  against  Drexel  last  year. 

Introduced  by  Senator  Howard 
Metzenbaum  (D-Ohio)  and  Represen- 
tative Frederick  Boucher  (D-Va.),  the 
bill  sailed  through  the  Senate  Judicia- 
ry Committee  in  the  spring.  And  now, 
with  Congress  in  a  rush  to  adjourn,  its 
sponsors  will  probably  attach  it  to  any 
old  piece  of  legislation  and  quietly  get 
it  through  in  early  October. 

Even  with  the  bill,  Drexel's  not  ex- 
actly out  of  the  woods.  If  the  firm 
loses  just  one  securities  law  case,  it 
could  still  face  tines  in  the  hundreds 
of  millions.  But  tripling  those  mil- 
lions, under  RICO,  could  seriously 
damage  the  firm's  capita]  base. 

The  force  behind  this  Wall  Street 
relief  bill?  The  high-powered  D.C. 
law  firm  ot  Akin,  Gump,  whose  part- 
ner roster  includes  former  Democrat- 
ic National  Committee  boss  Robert 
Strauss.  Drexel  underwrote  the  turn's 
effort  with  a  healthy  5250,000  outlay, 
and  other  securities  turns  kicked  in  as 
well.  Add  to  that  the  $275,000  Drexel 
spread  around  Congress  in  the  List 
two  elections  through  PAC  money, 
and  the  turn  spent  a  little  over  halt  a 
mil.  Compared  with  the  hundreds  (it 
millions  in  tines  that  the  tirm  could 
be  saving  you've  got  a  pretty  good 
return  on  investment  .  .  .  even  bv 
Drexel's  standards      trie  Schmmkler 

Lights  out  in  Cincinnati? 

This  may  be  Cincinnati's  bicentenni- 
al year,  but  so  tar  1988  hasn't  been  all 
that  rosy  lor  town  boosters.  By  year's 
end  Cincinnati  may  ha1  e  lost  a  great- 
er number  ot  its  Forbes  500s  compa- 
th.ui    mv  other  midsize  cit\    in 
i  he   U.S.   Not   that   Cincinnati   [pop 
is  .i  bad  place  to  do  bu  -mos 
bad  the  bad  luck  to  become 
i  MisA  ghos.  town. 


Gone,  for  instance,  is  Federated's  520- 
job  headquarters.  The  retailing  giant 
is  now  owned  by  Campeau,  which  cut 
staff  so  far  by  almost  200.  Going  may 
be  the  930  jobs  at  U.S.  Shoe;  in  Sep- 
tember the  troubled  company  put  it- 
self up  for  sale.  And  Kroger,  a  super- 
market chain  employing  1,000  people 
in  town,  is  battling  takeover  threats 
from  the  Hafts  of  Maryland  and 
mighty  Kohlberg  Kravis  Roberts. 

Of  course   Cincinnati   is   still   the 
headquarters  town  of  P&G,   United 

Cincinnati,  Ohio 
A  year  to  forget. 


Brands,  Penn  Central  and  a  host  of 
smaller  concerns.  But  seeing  a  quarter 
of  its  biggies  tall  to  the  restructuring 
wars  is  enough  to  make  you  wonder: 
Is  there  something  in  the  water' 

Bad  math,  bad  advice 

In  a  world  where  financial  planners 
are  as  trusted  as  used-car  salesmen, 
the  College  tor  Financial  Planning  in 
Denver  at  least  stands  for  the  idea  ot 
turning  out  educated  professionals. 
Indeed,  the  College  has  awarded  al- 
most 20,000  CFP  certificates  in  its  16 
years.  Currently,  22,500  folks  are 
Studying  bv  mail  to  pass  their  exams. 

But  are  those  CFP  grads  in  fact  well 
educated-1  Perhaps  not.  Seems  some  of 
the  exam  preparation  material  the 
College  ,i;ives  to  its  students  employs 
the  wrong  math. 

Two  fairly  obvious  errors  were  dis- 
covered  by  Jim  Schwartz,  a  fee-only 
planner  in  Englewood,  Colo,  and  (ohn 
Allen,  a  lawyer  who  created  the  first 
financial  planning  spreadsheets  for 
Connecticut  General.  Schwartz  had 
been  asked  to  evaluate  some  of  the 
College  s  test  materials  for  accuracy 


and  clarity.  What  he  and  Allen  found: 
Where  students  were  learning  to  esti 
mate  how  much  money  Mr.  Client] 
needs  to  retire  comfortably,  the  meth 
odology  assumes  that  the  higher  the 
investment's    promised    annual    re- 
turn— say  10%  instead  of  8% —  the 
more  money  will  be  needed  now  to 
meet  the  retirement  goal.  A  weird 
confusion  of  ends  and  means.  In  an- 
other case,  students  were  told  essen 
tially  to  net  out  future  rates  of  infla 
tion  from  the  return  rather  than  al- 
lowing for  them  in  the  equation. 

When  asked  about  the  errors,  Col 
lege  staffers  say  they  stand  by  their 
methodology.  Are  there  other  errors 
lurking    in    CFP    course    materials? 
We'll  never  know.  When  Schwartz 
pointed    out    his    findings,    he    was 
stonewalled.  Allen  predicts  that  the 
College's  error  will  go  uncorrected 
Why?  Because  using  these  bad  formu 
las  helps  planners  sell  more  product, 
he  says.  And  financial  planners  won 
der  why  they  can't  get  no  respect? 

Beleaguered  Burt 

Burt  Sugarman,  chairman  of  Los  An- 
geles' Barris  Industries  and  cement 
company  Giant  Group  has  had  his 
share  of  disappointments  recently 
Earlier  this  year  he  tried  to  take  over 
conglomerate  Media  General  and 
failed.  Later  he  tried  to  buy  MGM/UA 
from  Kirk  Kerkonan  and  failed  again 

u 


Hurt  Sugarman,  of  Barris  and  Giant 
No  end  of  woe. 
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What  more  could  go  wrong?  Plenty. 

For  starters,  Sugarman's  stuck  with 
losses  on  his  $120  million  Media  Gen- 
eral stake  and  he  can't  get  out  without 
trashing  the  stock.  His  cost  basis  is 
around  $40  a  share;  the  stock  recently 
traded  at  35.  Another  problem?  Sugar- 
man's  high-priced  movie  producers, 
Peter  Guber  and  Jon  Peters,  are  in  a 
snit.  Without  a  studio — why  Burt 
wanted  MGM/UA  so  badly — Guber 
and  Peters  have  to  rent,  making  it 
difficult  to  produce  movies.  Burt  paid 
$28  million  for  the  team. 

There's  more.  In  June  a  deal  Sugar- 
man  had  struck  to  sell  Giant's  cement 
operations  fell  apart,  denying  Sugar- 
man  a  badly-needed  $110  million  in 
cash.  Sources  say  the  buyer  found 
Giant's  plants  outmoded. 

Finally,  there  could  be  a  sharehold- 
er suit  in  Sugarman's  future.  Both  Bar- 
ris  and  Giant  Group  stocks  have  bare- 
ly budged  from  post-Crash  lows,  be- 
cause, some  shareholders  say,  Sugar- 
man's  not  minding  the  stores.  One 
large  shareholder  is  close  to  launching 
a  class-action  suit  alleging  Sugar- 
man's  manipulation  of  Giant  Group 
stock  and  possibly  his  breach  of  fidu- 
ciary duty.  Sugarman  did  not  return 
phone  calls. 

market  fox 

While  other  investment  newsletter 
writers  are  scratching  around  for  post- 
Crash  subscribers,  Glenn  Cutler,  pub- 
lisher of  Market  Mania,  finds  himself 
in  the  midst  of  a  subscription  flood. 
Why?  Well,  his  track  record  doesn't 
hurt:  So  far  this  year  his  two  stock 
portfolios  are  up  30%  and  21%,  ac- 
cording to  the  Hulbert  Financial  Digest. 
But  Cutler's  also  brought  his  busi- 
ness back  to  life  by  being  one  of  the 
first  to  offer  clients  his  picks  by  fax.  In 
the  first  month  of  faxing  his  Daily 
Market  Comment ,  he's  attracted  25  cli- 
ents at  $150  a  month.  Some  are  mon- 
ey managers,  a  few  are  individuals, 
but  most  are  brokerage  firms. 

Crash  accounting 

Look  for  Delta  Air  Lines  to  book  an 
extraordinary  gain  of  1 1  cents  a  share 
this  quarter.  Why?  Accounting  rules 
force  the  airline  to  record  a  profit  on 
the  crash  of  its  727  in  Dallas  in  Au- 
gust. Airlines  .  insure  their  craft  for 
market  value,  but  carry  them  on  the 
books  for  much  less  because  of  depre- 
ciation. (Airlines  are  insured  against 
claims  by  survivors'  and  victims'  fam- 
ilies; those  are  the  insurer's  problem.) 
In  this  case,  the  plane  was  on  Delta's 
books  for  $962,000  and  insured  for 
$6.5  million.  So  Delta,  which  earned 
$6.30  a  share  last  year,  will  book  a 
gain  of  over  $5.5  million. — E.S. 
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We  Offer  More  Than 
The  Same  Old  Line. 
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PROFIT 


6238-1 


A  Butler  Building  can  look  almost  any  way  you 
can  imagine  it.  Flat  or  sloped  rooflines,  metal,  brick 
or  glass  walls,  one  story  or  more,  you  name  it.  Our 
building  systems  offer  virtually 
unlimited  flexibility.  Take  a  closer 
look  at  the  building  systems  most 
preferred  by  architects,  engineers 
and  owners.  To  receive  a  FREE 
copy  of  "Building  Profit"  maga- 
zine, give  us  a  call  today. 

1-800-232-3794 


Building  the  best. 


Forbes  Subscriber  Service 
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New  York,  NY  10011 
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New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$48  □  3  years  $96  (the  equivalent  of 
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F-3820 


X\ight  in  the  heart  of  Houston's 
Financial  and  Theater  Districts. 
Complimentary  Limousine  down- 
town, full  health  club  facilities.  Most 
importandy,  a  staff  dedicated  to  your 
personal  service. 
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^LANCASTER 


701  Texas  Avenue  Houston,  Texas  77002 

713/228-9500  •  800/231-0336  ■  Telex  790-506 

A  Member  of  Small  Luxury  Hotels 
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Readers  Say 


Good  medicine 

Sir:  Your  article  on  prostate  cancer 
(Sept.  5)  left  a  misleading  impression 
of  the  current  status  of  newer  hor- 
monal therapies  by  stating  that  a  syn- 
thetic hormone  in  monthly  injection 
form  is  at  least  a  year  or  two  off. 
Lupron,  a  widely  used  synthetic  hor- 
mone for  prostate  cancer,  should  be 
available  in  a  convenient  monthly  in- 
jection form  early  next  year. 
— -J  aim  II  Seely 
Director. 
Takeda-Abbott  Research 

&  Development 
Abbott  Park.  Ill 


Going  for  broke 

Sir:  You  state,  "The  law  can't  force  a 
landlord  to  hang  on  until  he's  broke" 
(Fact  and  Comment,  lane  1M  But  the 
law  can  sure  try. 

Until  the  passage  of  the  Ellis  Act  in 
California  last  year,  it  was  illegal  for  a 
landlord  in  Santa  Monica  to  go  out  of 
business  without  the  permission  of 
the  Santa  Monica  Rent  Control  Board 
(which  is  well  known  for  not  giving 
permission  to  landlords  to  do  any- 
thing). Now,  a  landlord  can  exercise 
his  right  to  go  out  of  business,  even  in 
the  "People's  Republic  of  Santa  Moni- 
ca," as  it  has  been  depicted  on  nation- 
al television. 
— Peter  Tompkins 
Ma/ihit.  Calif 


Drug  charges 

Sir:  Your  piece  "Unwelcome  side  ef- 
fects from  peace  in  Afghanistan" (Aug 
8)  contains  a  charge  that  associates  oi 
the  President  were  involved  in  "fi- 
nancing and  protecting  drug  deals 
through  the  National  Logistic  Cell." 
The  National  Logistic  Cell,  as  any 
other  trucking  company  in  the  coun- 
try, is  governed  by  civilian  laws  and  is 
not  exempt  from  inspection  and/or 
interdiction 

It   is  also  a   matter  ol   record  that 

Pakistan's     law     enforcing    agencies 

have  either  destroyed  or  put  out  oi 

commission  100  heroin  laboratories 

m  inaccessible  and  far-flung  areas 

rthermore,  during  the  crop  ve.u 

about  225  acres  of  Standing 

poppies  wert  destroyed  voluntarily  by 

acres  were  eradicated  by 

tie  i    igen<  ies  and  580  acres 


were  destroyed  by  aerial  spraying. 
— Salim  Gttl 
Counsellor  (Press). 
Embassy  of  Pakistan 
Washington,  D.C. 


Review  reviewers 

Sir:  Your  repugnant  review  of  The  Last 
Temptation  of  Christ  (Pact  and  Com- 
ment. Sept  19)  and  your  attack  on  the 
extremists  are  unfortunate. 

It  is  not  surprising  to  see  a  Hedonist 
attack  these  extremists.  Surely  you 
can  comfort  yourself  with  trendy, 
contemporary  apostates  that  will  sus- 
tain your  views. 
— Vincent  I  Sterusky 
Lansford,  Pa 

Sir:  Ben  Franklin  once  said  that  your 
right  to  swing  your  arm  in  the  air  ends 
where  my  nose  begins.  I  feel  that  this 
movie  bloodies  the  nose  of  all  Chris- 
tians as  it  crosses  the  line  of  respect 
for  religious  beliefs. 
—James  A  A/betta 
Spotswood,  N.J. 

Sir:  Would  you  consider  it  a  "happy 
irony"  if  a  box  office  sensation  over  a 
film  portraying  B.C.  Forbes  as  a  com- 
munist was  caused  by  a  conservative 
protest' 
— Marc  Palasim 
Janesi  ille.  \\  r- 

Sir:  Would  you  enjoy  a  movie  about 
your  family  that  wrongfully  portrayed 
your  father  in  exotic  nude  scenes  with 
a  woman  other  than  your  mother'  It 
you  protested,  by  your  definition,  you 
would  be  classified  a  "family  extrem- 
ist nut." 

It  is  a  shame  that  you  do  not  under- 
stand Christianity  as  much  as  you  do 
business 

— Brian  R  I  aimer 
Strasburg  Pa 

Sir:    I   thought   I   would   be   a   loyal 
FORBES  subscriber  until  the  day  I  died; 
however,  1  must  now  ask  you  to  can- 
cel my  subscription. 
— Robert  \\    Rat: 
Neu>  Orleans,  i/t 


Different  portrait 

Sir:  Your  Oct.  26,  1987  issue  carrying 
a  portrait  of  Israeli  businessman 
Shoul  Eisenberg  ("The  world's  great- 
est middleman")  was  brought  to  my 


attention  recently.  I  found  the  pol 
trait  misleading.  Mr.  Eisenberg  to  m 
knowledge  is  a  successful  and  respec  \ 
ed  Israeli  businessman  with  business 
es  that  employ  over  10,000  people.  H 
was  the  founder  and  is  the  presider 
of  the  Jewish  community  in  Tokyo. , 
— Abraham  11.  Foxman 
National  Director. 
Anti-Defamation  League 

of B'nai  B'rith 
New  York,  NY. 


Shooting  the  Bird 

Sir:  It's  very  reassuring  to  see  that  tt 
Air  Force  has  a  Bird  Aircraft  Strikl 
Hazard  team  to  look  after  our  $28J 
million  high-speed,  low-altitude  afl 
tack  bombers  (Other  Comments,  Sep\ 
5/  It's  reminiscent  of  the  story  aboi 
a  team  testing  jet  aircraft  windshieldl 
for    resistance    to    bird    impacts    ii 
which    three-pound    chickens    werj 
fired  out  of  cannons.  Unfortunately 
the   fellow   procuring   the    chickenl 
fired  frozen  birds  (so  they  wouldn'l 
spoil),      which      sailed     effortlessly 
through  the  test  windshields,  mucf 
to  the  dismay  and  finally  the  amuse| 
ment  of  the  team  leader. 
—John  C  Lincoln  II 
Phoenix,  Ariz. 


Value  investing? 

Sir:  There  are  19  funds  in  this  year'l 
Honor  Roll  (Sept.  5);  4  are  no-loat) 
funds  and  15  impose  a  load  of  ona 
nature  or  another.  According  to  youj 
figures,  a  $10,000  investment  in  each 
of  the  4  no-load  funds  would  hav^ 
accumulated  an  average  of  $50,80d 
per  fund.  A  $10,000  investment  in  thfi 
other  15  would  have  accumulated  ar 
average  of  $61,583  per  fund,  after  pay! 
ing  the  sales  charge! 

Could  it  be  that  mutual  funds  are 
just  another  area  of  life  where  "youl 
get  what  you  pay  for"? 
— Can  D  Moore 
Senior  \'ice  President  Investments, 

PaineWebber  Inc. 
Tampa,  Flo. 

Sir:  RNC  Convertible  Securities  Fund 
should  have  been  listed  with  the  Bal- 
anced Funds  in  your  mutual  fund 
guide.  The  actual  yield  on  our  RNC 
Income  Fund  is  7.8%.  Our  Westwind1 
Fund  also  shows  no  yield.  The  actual 
yield  is  2.21%. 
— Ronald  A  Rairon 
Senior  Vice  President. 
R\<  Mutual  I  and  Group 
I  as  Angeles,  Calif. 
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BATTERIES 
NOT  INCLUDED. 


You  can  spend  $500,000  on  an  elaborate 
fire  protection  system.  But  if  you  neglect  to 
replace  a  $50  battery  somewhere  in  that  sys- 
tem, you  may  not  be  fully  protected. 

Your  property  could  be  in  danger.  As  well 
as  your  employees. 

A  dead  battery.  A  blocked  sprinkler.  A  dis- 
connected phone  line.  Those  are  just  a  few  of 
the  potentially  catastrophic  oversights  that  are 
detected  on  a  regular  basis  by  CIGNA  Loss 
Control  Services  professionals.  Oversights  that 
turn  up  in  about  30%  of  the  fire  protection  sys- 
tems we  survey. 

But  fire  isn't  the  only  risk  a  business  may 
encounter.  Which  is  why  we  have  loss  control 
professionals  in  every  area  from  product  safety 
to  building  construction. 


All  in  all,  we  have  over  500  of  these 
specialists -each  with  the  experience  and 
depth  of  knowledge  they  need  to  find  the 
problems  you  don't  need. 

But  our  people  don't  just  point  out  prob- 
lems. They  point  out  solutions.  Solutions  tailored 
to  the  unique  characteristics  of  your  business. 

Unfortunately,  too  many  businesses  wait  for 
a  loss  to  occur  before  they  decide  to  imple- 
ment a  loss  control  program.  Don't  be  one  of 
them.  Write  CIGNA  Loss  Control  Services,  Inc., 
Dept.  R14,  One  Logan  Sq.,  Philadelphia,  PA  19103. 

Pinpointing  dangers  before  they  become 
disasters.  It's  just  one  more 
example  of  CIGNA's 
commitment  to  person- 
alized service  to  business. 


CIGNA 


Sailing. 


international  symbols. 


Golfing. 


Good  Taste. 


Airport. 


Skiing. 


A  premium  whisky,  unrivaled  in  quality  and  smoothness  since  1858. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


ABSENTEES  MAY  COST  BUSH  MORE  VOTES  THAN  HE  WON  DEBATING 


Arguments  as  to  how  many  more  voters  Bush  won  as  a 
result  of  the  first  debate  with  Dukakis  will  remain  conjec- 
tural because  there's  no  way  to  make  a  definitive  count. 

But  there's  an  appalling  possibility  that's  an  almost 
certain  probability — Mr.  Bush  will  lose  a  million  or  so  votes 
on  Election  Day  because  hundreds  of  thousands  of  busi- 
nessmen will  be  on  the  road,  traveling,  doing  business. 


And  most  of  them  will  probably  not  bother  or  will  forget 
to  cast  absentee  ballots. 

Incredible,  isn't  it,  that  those  who  are  most  apt  to  realize 
how  unhelpful  a  Bush  defeat  would  be  to  the  economic 
health  of  the  nation  could  be  the  ones  to  bring  it  about. 

On-the-ball  executives  should  swiftly  sound  the  absen- 
tee-ballot alert. 


ARTIFICIAL  HEARTS  ARE  THE  ACME  OF  HEARTLESS  MEDICAL  WASTE 


Over  the  years  a  quarter  of  a  billion  tax  dollars,  plus 
countless  millions  more  of  private  and  corporate  R&D 
monies,  have  been  pumped  into  the  development  of  artifi- 
cial hearts.  They  have  brought  those  implanted  little  or 
nothing  but  an  extended  period  of  anguish  before  death. 

The  National  Heart  Institute  decided  to  quit  pumping 
$22  million  more  into  this  cruel,  failed  effort.  These  doc- 


tors planned  to  divert  that  hopeless  money  to  more  prom- 
ising heart  assistance  devices. 

What  happened?  Senators  Ted  Kennedy  and  Ornn  Hatch, 
whose  bailiwicks  receive  artificial  heart  sums,  overruled  the 
nation's  top-ranking  medical  men  and  forced  back  that  dead- 
end, heartless  extravaganza  for  artificial  hearts. 

What  a  tragic  travesty. 


IF  TED  TURNER  ENDS 

it  will  be  a  crying  shame.  The  impact  of  this 
cable  brainchild  of  his  grows  with  every  piece 
of  newly  connected  home  cable.  CNN's  in- 
roads to  date  are  great.  And  tomorrow  will  be 
impressively  more  so. 

It's  thanks  to  Mr.  Turner,  too,  that  Larry 
Tisch  has  CBS  in  his  hands.  If  it  hadn't  been  for 
Ted's  pass  at  Black  Rock,  CBS  would  never 
have  turned  towhat-turned-out-not-to-be-so- 


UP  OUT  OF  CONTROL  OF  CNN 

pure-a-white-knight  Larry.  Without  TT,  what 
came  to  pass  never  would  have. 

If  it  hadn't  been  for  ambitions  "that  o'er- 
leapt  themselves,"  such  as  the  assault  on 
CBS,  the  Moscow  junior  Olympics,  paying  too 
much  for  that  hunk  of  MGM,  this  Georgia 
genius  would  not  be  suffering  so  much  south- 
ern discomfort  financially. 

Hang  in  there,  Ted. 


ARE  WE  ENTITLED  TO  A  COMMISSION  ON  THE  IBM  STEVE  JOBS  DEAL? 


It  was  at  the  impressively  great  and  happy  birthday 
party  that  her  children  gave  Waslrington  Post's  Kay  Gra- 
ham to  mark  her  70th  birthday  in  the  historic  Depart- 
mental Hall  Auditorium  in  our  nation's  Capitol  last 
year.  During  cocktail  time  I  happened  on  genius  Steve 


Jobs  and  asked  him  how  he  was  doing  in  his  post-Apple- 
Computer  reincarnation.  He  effervesced  enthusiastically 
about  what  he  was  up  to. 

Not  long  afterwards  I  was  talking  with  mighty  IBM's 
John  Akers  and  mentioned  how  enthused  Steve  was  about 
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he  was  doing."I'd  really  enjoy  meeting  him,"  said 
i   In  a  lew  minutes  I  was  able  to  bring  them  together 
he  mtrigued  Jobs  was  happily  jaw-boning  with  Big 
Blue's  boss. 

MAYBE  WE  HAD  IT 

we  happily  enthused  here  (Forbes,  Nor.  16,  1987)  about 
Massachusetts  Institute  of  Technology's  new  plan  requir- 
ing that  its  embryo  engineers  devote  20%  of  their  studies 
to  the  humanities. 

Now,  it  seems,  unless  liberal  arts  students  are — prompt- 
ly— required  to  devote  no  less  than  20%  of  their  studies  to 
the  sciences,  the  United  States  will  suffer  soon  the  same 
collapse  of  its  world  power  and  leadership  that  caused 
Britain  to  lose  its  power  and  empire.  That's  the  thesis  the 
University  of  California's  Norriss  Hetherington  set  forth 
on  the  Wall  Street  Journal's  editorial  page.  Thus: 

"The  empire  was  based  largely  on  science  and  technol- 
ogy. British  power  has  vanished — in  large  part  because  too 
few  Britons  understood  (that]. 

"Disturbing  parallels  also  can  be  drawn  between  Bri- 
tain's earlier  neglect  of  science  education  and  trends  in 
contemporary  America." 

Mr.  Hetherington  makes  the  point  that  160  years  ago, 
the  Amherst  College  curriculum  included  21/\  years  of 
physical  science,  2 'A  years  of  math  and  a  year  of  biology.  In 
1850  Harvard  required  a  course  in  science  or  math,  or  both, 


So  we  read  with  keen  interest  the  other  day  that  they' 
agreed  to  embark  on  a  multimillion-dollar  joint  venture 

Do  you  suppose  I  should  share  finder's  fees  with  Lai 
Weymouth  and  her  brothers  Don,  Steve  and  Bill  Grahar 

BACKWARDS  WHEN 

every  semester  of  every  year.  In  1987  the  core  curricului| 
required  only  2  half-year  science  courses. 

"College  science  and  engineering  students'  understand 
ing  and  sense  of  control  over  a  predominantly  scientist 
and  technological  environment  leaves  them  more  liberal 
ed  than  many  humanities  students  trying  desperately 
cope  in  an  increasingly  alien  world  understandable  only  : 
terms  of  esoteric  scientific  and  technological  concept)! 
Freedom  comes  from  knowledge;  knowledge  includes  a^ 
tronomy,  biology  and  chemistry  as  much  as  drama,  Er 
glish  literature  and  fine  arts." 

As  one  bamboozled  by  math  and  its  above-simple  aritl 
metic  forms,  and  as  one  all  thumbs  in  school  lab  work,( 
hate  to  admit  that  the  case  Mr.  Hetherington  makes  seer 
to  be  a  reasonable  one. 

Maybe  we  could  begin  by  inflicting,  say,  only  a  10' 
requirement  for  the  sciences?  Would  that  be  enough  t. 
turn  our  science/technology  descent  into  ascent? 

Anyway,  a  lot  of  us  count  our  blessings  that  we  arj] 
grandfathered,  so  to  speak,  from  having  to  meet  sucj 
graduation  requirements. 


MOVIES 


•  Midnight  Run — That  wonderful  rarity,  a  gripping  thrill- 
er more  riddled  with  deftly  delightful  humor  than  blood 
and  bullets.  It's  a  long  movie,  but  1  think  you'd  have  the 
same  problem  I  did — trying  to  figure  out  what  you'd  want 
to  cut  and  thus  miss.  •  Track  29 — ".  .  .  beguiling  dark 
comedy,"  ".  .  .  surreal  treat,"  said  Time.  If  they  hadn't 
given  such  a  write-up  to  this  reel  of  idiocy,  I'd  never  have 
gone.  Don't  you.  Tucker — A  most  unlikely  subject  for  a 
movie.  Preston  Tucker  was  a  flamboyant  promoter  who, 
through  sheer  brass,  managed  to  produce  50  concept  cars 


that  contained  few  of  his  way-ahcad-of-his-time  automo 
bile  ideas,  some  of  which  later  became  standard.  Bits 
the  script  paint  the  villains  as  the  Big  Three  automakers 
but  it  shows  plainly  that  Tucker  was  much  more  PT 
Barnum  than  he  was  Barney  Olds.  •  Who  Framed  Roge 
Rabbit — That  extraordinary  high-tech  computer  virtuosi 
ty  that  enables  real  people  and  real  sets  to  be  totall; 
melded  with  cartoon  characters  and  settings  is  wha 
makes  this  movie  the  year's  box  office  champion.  Even  i 
film  cartoons  are  not  your  bag,  this  is  fun. 


SOME 


CONCEPTIONS  STIMULATE  SALES 

Some  don't. 

Like  this  attempt  to  depict  "a  spicy 
new  scent."  It  looks  as  though  the 
growth  coming  out  of  the  dispense] 
would  scratch  'ell  out  of  your  skin. 
This  Donstartei  should  have  been  sent 
back  to  the  pits. 

On  the  other  hand,  that  cog  railway 
chugging  up  the  side  of  the  glorious 
Swiss  Alps  makes  you  want  to  get  on, 
and  Swissair  makes  clear  it's  ready,  will- 
ing and  able  to  whisk  you  aboard. 
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"  'BURT  ME  WITH  MY  FATHERS 

This  quotation  from  the  Old  Testament  keynoted  the 
very  moving  remarks  made  by  the  Reverend  Russell  Mof- 
fat this  past  June.  My  brother  and  I,  two 
of  our  sons,  and  friends  lowered  my 
father's  coffin  into  the  plot  containing 
the  graves  of  his  forebears  at  the  church 
he'd  grown  up  attending  in  New  Deer, 
Scotland. 

Born  in  this  wee  Highland  hamlet  in 
1880,  he  was  baptised  and  learned  his 
catechisms  at  this  Scottish  Presbyterian 
kirk.  Every  day  of  his  life  that  he  was 
able,  he  read  a  few  verses  from  the  Bible 
to  himself  in  the  morning.  Occasionally,  he'd  remark  to  his 
five  sons  that  he'd  been  totally  through  the  Bible  three  times 
and,  when  he  died  at  74  in  1954,  was  well  into  his  fourth. 

My  father  was  not  buried  in  Scotland  originally  be- 
cause my  mother  had  a  plot  for  him  in  a  cemetery  in     to  rest  in  this,  his  native  land." 


,'  JACOB  SAID  TO  HIS  SONS." 

New  Jersey  where  we  lived.  But  knowing  how  strongly 
he'd  felt  about  his  roots,  my  brother  and  I  decided  a  year 
ago  that  he'd  be  most  happy  to  be  back 
home  in  Scotland  at  the  kirk  that  had 
had  such  an  influence  in  his  life.  So 
this  summer,  the  surviving  two  of  his 
five  sons,  five  of  his  grandchildren  and 
six  of  his  great-grandchildren  as  well 
as  several  Scottish  cousins  gathered 
with  a  number  of  friends  for  what  Rev. 
Moffat  beautifully  and  perfectly  de- 
scribed as  a  "joyful  occasion." 

"B.C.  Forbes,  going  from  humble  be- 
ginnings here  to  fame  and  fortune  in  the  United  States, 
never  forgot  his  roots.  He  may  have  lived  most  of  his  life  in 
America,  but  New  Deer,  here  in  Scotland,  was  always  his 
home,  and*  it  is  fitting  that  his  remains  should  now  be  laid 


HINDSIGHT  IS  SUPPOSED  TO  BE  A  SYNONYM 

for  near-perfect  vision.  "Looking  back,  it's  clear.  .  .  ."  Baloney.  How 
many  people  do  you  know,  including  yourself,  who  don't  repeatedly 
repeat  past  mistakes?  Hindsight  is  selective  vision,  not  perfect  vision. 


EVERYTHING  TASTES  GOOD 

when  you're  on  a  diet. 


WATCHING  YOUR  DIET 

is  easier  than  following  it. 


BOOKS 


•  The  100— by  Michael  H.  Hart  (Cit- 
adel Press,  a  division  of  Lyle  Stuart 
Affc         Inc.,   120  Enterprise  Ave.,  Secaucus, 
1UU  N.J.  07094,  $12.95).  This  is  what  the 

subtitle  says — "A  Ranking"  of  author 
Hart's  choice  "of  the  Most  Influential 
Persons  in  History."  While  some  of 
the  picks  are  out  of  left  field  and  many 
wouldn't  be  on  someone  else's  list,  it's  a  thoroughly  fasci- 
nating, enlightening  exercise. 


THE 


A  RANKING  OF 

THE  MOST  INPUT 

PERSONS  IN 

Mktiad  a  Hart 


x^- 


III 


Excerpt:  I  must  emphasize  that  this  is  a  list  of  the  most 
influential  persons  in  history,  not  a  list  of  the  greatest. 
For  example,  there  is  room  in  my  list  for  an  enormously 
influential,  wicked,  and  heartless  man  like  Stalin,  but 
no  place  at  all  for  the  saintly  Mother  Cabrini.  I  have 
ranked  these  100  persons  in  order  of  importance:  that  is, 
according  to  the  total  amount  of  influence  that  each  of 
them  had  on  human  history  and  on  the  everyday  lives  of 
other  human  beings.  They  are  the  people  who  have 
shaped  our  lives  and  formed  our  world.  My  ranking  Mu- 
hammad higher  than  Jesus  is  in  large  part  because  of  my 
belief  that  Muhammad  had  a  much  greater  personal  in- 
fluence on  the  formulation  of  the  Moslem  religion  than 
Jesus  had  on  the  formulation  of  the  Christian  religion. 
This  does  not  imply,  of  course,  that  I  think  Muhammad 
was  a  greater  man  than  Jesus. 


Olic  'Mot  iBep  Qum 
M\  loAtamiirjaa 
w< Rid  Ljirl 


The  Poor  Boy's  Guide  to  Marrying 
a  Rich  Girl — by  Brian  Ross  Duffy 
(Penguin  Books,  $6.95).  As  my  son 
Kip  observed  to  the  author,  "Since  a 
man  cannot  be  assured  of  picking 
rich  parents,  he  can  make  up  for  it  in 
the  artfully  careful  selection  of  his 
bride's  parents.  If  the  book  does  as 
well  as  the  subject  and  treatment  merit,  your  own 
daughter  will  have  to  read  it  and  beware!" 

Excerpts:  Rich  girls  have  always  lived  on  hills.  Since 
medieval  times,  hills  have  provided  safety  (castles  and 
citadels  were  built  on  hills),  the  best  climate  (sunshine 
and  perennial  breezes),  freedom  from  disease  (sewage 
runs  downhill),  and,  most  important,  a  marvelous  vista 
from  which  to  view  less  affluent  peers.  This  custom  con- 
tinues today,  whether  on  Chestnut  Hill  (Philadelphia), 
Carnegie  Hill  (New  York),  Beverly  Hills  (Los  Angeles), 
Beacon  Hill  (Boston),  or  Mission  Hills  (Kansas  City). 
"Head  for  the  hills"  has  a  whole  new  meaning  now, 
doesn  't  M  .  .  .  Since  the  rich  girl's  home  is  so  important  to 
her  life,  I  suggest  that  the  serious  reader  do  independent 
research.  Every  poor  boy  would  profit  by  subscriptions  to 
both  Architectural  Digest  and  House  &  Garden.  Remem- 
ber, you'll  be  sharing  this  life  (and  house)  someday,  so  get 
acquainted  with  it  early. 
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Innovation 


THE  MING  DYNASTY  AND 
THE  SPACE  STATION  Sopf501 

This  is  the  way  history  might  have  been  wjj 
but  for  a  sudden  and  fateful  change  of  policy  o| 
part  of  the  Ming  Emperors. 

In  the  early  15th  century  China  was  the  mol 
vanced  power  on  Earth.  The  Middle  Kingdom  le| 
world  in  such  decisive  technologies  as  gunr, 
printing,  metallurgy  engineering,  and  medicine 

Navigation  was  also  in  China's  strong  suit. 
1405  to  1433  vast  Chinese  fleets,  which  would  cl 
much  later  European  expeditions,  were  already  e| 
ing  and  opening  up  trade  routes  westward.  By 


View  of  the  Imperial  Court.  Beijing.  Anon.  17th  Cent ,  Bibliotheque  Nationale.  Pans 
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of  sixty-two  ships  and  28,000  men  had  reached 
ist  coast  of  Africa.  It  was  only  a  matter  of  time 
» the  Chinese  discovered  Europe, 
len,  in  a  sudden  policy  reversal,  the  Ming  Em- 
;  halted  all  further  voyages  and  began  to  foster 
nosphere  of  xenophobic  conservatism.  Science 
chnology  decayed.  Trade  became  passive.  And 
ixt  five  centuries  saw  China  become  one  of  the 
s  exploited  nations. 

le  United  States  now  also  finds  itself  at  a  critical 
i  history.  So  many  domestic  and  defense  needs 
investment  in  space  exploration  seem,  by  com- 
>n,  of  lower  priority.  The  funding  of  our  orbiting 
3  Station,  indeed,  our  whole  space  program, 
3  to  be  politically  in  doubt. 


One  thing  that  is  inevitable,  though,  is  that  humans 
will  continue  to  reach  out  into  space.  It  is  in  our  nature. 
And  whether  space  is  explored  by  the  United  States 
or  the  Soviet  Union  or  Europe,  it  will  be  explored. 

Had  the  Ming  Emperors  not  hamstrung  China 
five  hundred  years  ago,  history  undoubtedly  would 
have  taken  a  dramatically  different  turn.  But  their  mo- 
ment was  lost. 

The  direction  the  United  States  now  takes  into  — 
or  away  from  — space  will  have  implications  for  our 
fate  during  the  next  five  hundred  years.  Our  moment 
is  now. 


^^Lockheed 


Giving  shape  to  imagination. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Sweet  Revenge 

Lyndon  Johnson  was  tough  on 
speech  writers,  demanding,  impossi- 
ble, some  said.  One  writer  had  had  it 
up  to  here  and  decided  to  quit.  His  final 
speech  for  the  then  senator  was  put 
into  Johnson's  hands  in  ample  time  for 
him  to  read  it,  but  the  writer  knew  that 
LBJ  probably  would  not.  As  usual,  the 
writer  put  only  a  few  lines  on  a  page  to 
make  the  reading  easier  for  his  boss. 
The  script  went  along  like  this: 

YOU  KNOW,  AS  I  DO,  THAT  THIS  COUN- 
TRY MUST  TAKE  CARE  OF  THE  NEEDS  OF 

our  underprivileged,  (turn  page) 

YOU  KNOW  AS  I  DO  THAT  INCOME 
TAXES  MUST  NOT  BE  RAISED  BECAUSE 
NOW  MORE  THAN  EVER  WE  MUST  PRO- 
VIDE INCENTIVE  FOR  INVESTMENT  AND 

jobs  for  our  people,  (turn  page) 

BUT  HOW,  YOU  ASK,  ARE  WE  TO  PRO- 
VIDE THE  FUNDS  WE  NEED,  MAINTAIN  A 
BALANCED  BUDGET,  AND  STILL  NOT 
RAISE   TAXES?    LET   ME    TELL   YOU    HOW 

right  now.  (turn  page) 

(Okay,  smart  guy,  you're  on  your 
own!) 

— Osgood  on  Speaking. 
by  Charles  Osgood 

What's  a  Fact? 

In  what  I  consider  [journalist  Wal- 
ter] Lippmann's  greatest  book,  Pub- 
lic Opinion,  he  says  that  people  have 


ually  l  d  like  to  /hiic  a  business 
the  money  rolls  in  and  I 

0  be  there  much  " 


no  trouble  accepting  the  fact  that 
there  are  many  opinions,  but  they 
can't  accept  that  there  are  many 
sides  to  a  "fact."  And  facts  are  often 
determined  by  how  you  see  an  issue, 
by  the  predisposition  that  you  bring 
to  it. 

— Ronald  Steel  in  Extraordinary 
Lives,  edited  by  William  Zinsser 

Caterpillar  Out 

If  you  recall  your  P.G.  Wodehouse, 
Wooster  is  the  frivolous  English  gen- 
tleman whose  butler,  Jeeves,  is  forev- 
er devising  complicated  schemes  to 
get  him  out  of  trouble.  Jeeves  handles 
Wooster's  purple  socks,  for  example, 
"as  if  he  were  a  vegetarian  fishing  a 
caterpillar  out  of  the  salad." 

— John  Berendt,  Esquire 

Mad  Mercedes 

Depending  on  the  country,  Europe 
suffers  six  to  eight  times  fewer  mur- 
ders and  violent  assaults  than  Amer- 
ica. But  the  person  who  stays  in 
Europe  long  enough  begins  to  sense 
other  stirrings  behind  the  aura  of 
European  civility.  For  example,  the 
violent  blinking  of  lights  on  the 
Autobahn  in  Germany.  A  Porsche  or 
Mercedes  pulls  up  behind  you  and 
rides  the  tail  of  your  car.  You  are 
already  going  higher  than  the  speed 
limit.  It  is  not  sufficient  for  the  car 
behind  you.  You  feel  the  quick  flame 
of  his  wrath,  you  see  in  your  mirror 
the  eves  beginning  to  bulge,  you  hear 
the  hand  now  banging  on  the  horn. 
He  would  toss  you  oil  the  road  if  he 
had  .1  gadget  that  could  do  it:  not  a 
mine  sweeper,  a  car  sweeper  is  what 
he  yearns  tor. 

— Stuart  Miller,  Painted  in  Blood: 
Understanding  Europeans 

Brez  for  Bush 

Mr.  Bush  announced  in  Washing- 
ton the  appointment  ot  a  |campaign| 
national  security  task  force,  featur- 
ing such  personal  antagonists  as  Sen- 
ator Jesse  Helms  and  former  Secre- 
tary ot  State  Henry  A.  Kissinger.  But 
the  member  who  drew  the  most 
attention  was  Zbigniew  A.  Brzezm- 
ski,  President  Carter's  national  secu- 
rity adviser. 

Mr.  Brzezinski  called  himself  "a 
card-carrying    Democrat"    and    said 


that  he  agreed  to  go  on  the  task  forc| 
because  "I  just  have  the  feeling  tha 
Dukakis'  view  of  the  world  is  basicai 
ly  out  of  touch  with  the  difficult  realq 
ties  of  the  world." 

The  Democratic  nominee's  poll 
cies,  he  said,  "by  weakening  nucleal 
defense,  might  enhance  the  probabilil 
ty  of  conflict."  He  said  that  Mr.  Bus! 
was  closer  to  the  views  of  conserval 
tive  Democratic  senators  like  Sanl 
Nunn  and  Lloyd  Bentsen  and  that  Mil 
Dukakis  was  "closer  to  Jesse  Jacksoi| 
and  Jane  Fonda." 

— Maureen  Dowd,  New  York  Timel 


What  someone  tells  you  in 
words  is  what  he  would  li 
to  be  true.  What  he  shows 
you  in  action  is  what  is  true  i 
— David  Mahoney,  Confessions  of, 
Street  Smart  Manat 


Human  or  Heartless? 

We  have  to  ask  ourselves  whethei! 
medicine  is  to  remain  a  humanitariar 
and  respected  profession  or  a  new  bui 
depersonalized  science  in  the  service 
of  prolonging  life  rather  than  dimin] 
ishing  human  suffering. 

— On  Death  and  Dying\ 
by  Elisabeth  Kubler-Ross 

Backbiters 

Most  American  writers  who  have 
left  a  mark  upon  our  century  left  their 
birthplaces  as  well — places  with 
names  like  Oak  Park  and  Camden, 
Pottsvilie  and  Sauk  Centre.  They  left 
to  escape  provincialism — that  dull 
ncss  of  spirit  which  diminishes  first 
the  life  of  the  mind  and  then  human 
charity  itself.  In  this  century  skepti 
cism  about  the  quality  of  heart  that 
the  heartland  reveals  has  acquired  a 
distinctive  virulence.  H.L.  Mencken 
set  the  tone  early,  and  hard  upon 
Mencken  came  Edgar  Lee  Masters, 
Sherwood  Anderson  and  Sinclair  Lew- 
is— none  with  a  good  word  to  say 
about  life  in  the  old  hometown.  You 
can  always  trust  a  writer  to  bite  the 
land  that  breeds  him. 

— Peter  S.  Prescott,  Newsweek 

Repeaters 

So  if  Cicely  Tyson  married  Mike 
Tyson,  she'd  be  Cicely  Tyson  Tyson. 
And  if  Rosemary  Clooney  married 
Mickey  Rooney  then  divorced  him  for 
Andy  Rooney,  she'd  be  Rosemary 
Clooney  Rooney  Rooney. 

— Cindy  Adams,  New  York  Post 


FORBES,  OCTOBER  17,  1988 


ie  big  ideabehind  the  PC  system 
you  cant  outgrow 


We  call  it  Modular  Systems  Architecture™:  a 
ilding  block  approach  that  protects  your  PC 
vestment  against  obsolescence.  It  makes  up- 
ading  Wyse  PCs  a  snap— literally.  Because 
tve  put  all  computing  functions,  even  the  CPU 
d  its  microprocessor,  on  plug-in  boards.  So  as 
ur  needs  grow,  you  can  easily  upgrade  our  8 
Hz  AT  compatible  to  a  12.5  MHz  high  perform- 
ance 286,  or  even  a  16 
MHz  386.  When  more 
powerful  microprocessors 
are  available,  you'll  even 
be  able  to  upgrade  our 
top-of-the-linel6MHz 
WYSEpc  386. 


The  WYSEpc  386: 
exceptional  memory 
speed  plus  processing 
speed  make  it  one  of  the 
most  powerful 
PCs  made. 


Introducing  SystemWyse™  Wyse  PCs  are 

themselves  building  blocks  in  a  comprehensive 

system  for  creating  solu- 
tions. They  link  effortlessly 
with  our  terminals,  moni- 
tors, and  expansion  boards 
in  integrated  solutions  of 
exceptional  quality  and 
value,  using  industry 
standard  software.  And 
SystemWyse  is  backed  by 
the  company  that  sells 

more  terminals  than  anyone  but  IBM. 

The  big  idea,  above  all,  is  to  adapt  more 

readily  to  change  than  any  other  PC  system. 

Because  survival  belongs  not  merely  to  the 

fittest,  but  to  those  who  remain  fittest,  longest. 

Call  for  more 

information. 


It's  this  easy  to  upgrade  the 
CPU  and  boost  the  power  of 
a  SystemWyse  PC. 


3E    is  a  registered  trademark  of  Wyse  Technology.  SystemWyse,  WYSEpc  386,  and 
lular  Systems  Architecture  are  trademarks  of  Wyse  Technology.  IBM  is  a  trademark  of 
"national  Business  Machines.  Screen:  Boeing  Graph. 


1-800-GETWYSE 

WYSE 


We  make  it  better,  or  we  just  don  t  make  it. 


1983  Car  and  DriverTen  Best  List. 

1984  Car  and  DriverTen  Best  List. 

1985  Car  and  DriverTen  Best  List. 

1986  Car  and  DriverTen  Best  List. 

1987  Car  and  DriverTen  Best  List. 

1988  Car  and  DriverTen  Best  List. 

There's  a  pattern  here  somewhere. 


The  1989  Accord  LXi 


HONDA. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


CHINA  PAYS  FOR  BAD  ADVICE 


t,  EDWABDA-CAUGA* 
BEIJING.  Miy  II  -  At  ihe 


Marxism  wrecked  the  Chinese  economy  once. 

Will  Western  economic  advice  undermine  it  now? 

So  it  seems.  China's  economy  today  is  in  turmoil.  The 
unquestionable  success  of  Deng's  changes  are  threatened 
by  a  wave  of  inflation,  the  severity  of  which  can  be  laid  at 
the  doorstep  of  the  International  Mone- 
tary Fund's  and  other  Western  experts' 
destructive  recommendations. 

These  people  were  horrified  by  China's 
burgeoning  trade  deficits,  and  they  urged 
the  government  to  devalue  its  currency  to 
help  turn  the  situation  around.  Beijing 
started  doing  just  that  a  couple  of  years  ago.  The  result  is  a 
wave  of  rising  prices,  which  is  threatening  the  legitimacy  of 
Deng's  trip  down  the  capitalist  road.  These  same  purveyors 
of  poor  policies,  believing  that  growth  causes  inflation,  also 
pushed  austerity.  China  has  thus  cut  back  investment  and 
raised  taxes.  The  result  is  predictable —  the  kind  of  stagfla- 
tion that  afflicted  the  West  in  the  1970s. 

The  Chinese  government  should  take  its  cue  not  from 
what  our  economists  say  but  rather  by  what  successful 
nations  have  actually  done.  There  are  plenty  of  good 
examples:  the  U.S.  in  the  19th  century;  Germany  and 

NIHILISM  IN 

The  frightening  Yellowstone  fires  this  summer  should 
send  up  in  smoke  the  laissez-faire  philosophy  that  has 
dominated  the  management  of  our 
national  parks  since  the  early  1970s. 

The  core  idea  of  the  National  Park 
Service  is  that  nature,  not  man,  is 
the  best  manager  of  our  lands.  Thus 
forest  fires  ignited  by  lightning  are 
not  put  out  (except  under  special 
circumstances)  because  these  burns 
are  part  of  nature's  way  of  rejuvenat- 
ing the  land.  If  a  species  is  threatened,  the  inclination  is  to 
do  little  to  save  it. 

The  basic  philosophy  is  flawed.  Nature  is  not  always 
benign.  It  is  often  more  destructive,  capricious  than  man. 

The  very  creation  of  a  preserve  will  change  the  dynamics 


Where  the  Price 
of  Vegetables 

Only  Feeds  Despair] 


Yor, 


—  New  York 
Times 


Japan  in  the  1950s;  Korea  in  the  late  1970s  and  1980s,  not 
to  mention  Hong  Kong  and  Singapore. 

On  the  inflation  front,  it  means  stabilizing  the  currency, 
which  has  fallen  almost  60%  against  the  dollar.  At  home  it 
means  continuing  to  loosen  up  regulations,  doing  away 

with  recently  imposed  price  controls  and 

cutting  taxes  and  tariffs. 
A  burgeoning  trade  deficit  is  part  and 

parcel  of  a  growing  economy,  especially 

one  that  had  been  as  backward  as  that 

of  China. 
As  Jude  Wanniski,  a  progenitor  of  the 
American  supply-side  movement,  puts  it:  "A  steady  dose 
of  these  ideas  [such  as  devaluations  are  good  and  trade 
deficits  are  evil]  from  the  West's  collection  of  Nobel  Prize 
winners  would  undermine  the  free-market  reforms  in  the 
People's  Republic  of  China  just  as  surely  as  they  have 
ravaged  the  Third  World." 

Fortunately,  the  U.S.  was  not  plagued  with  cadres  of  IMF 
experts  when  we  became  an  independent  nation.  We  rou- 
tinely ran  trade  deficits  for  more  than  100  years  afterwards 
and  in  our  ignorance  became — and  have  remained — the 
mightiest  nation  on  earth. 


THE  PARKS 

of  an  area,  benefiting  some  species  and  damaging  or  extin- 
guishing others.  Since  the  laissez-faire  philosophy  took 
hold,  elk  have  multiplied  while 
brown  bears,  grizzlies  and  deer  have 
had  a  difficult  time  of  it.  Years  ago, 
Yellowstone  had  thousands  of  bea- 
vers. Today,  there  are  virtually  none. 
Yellowstone  would  never  have 
been  so  vulnerable  to  such  sweeping 
destruction  if  there  had  been  pre- 
scribed burns  under  favorable  condi- 
tions over  the  past  20  years.  These  and  other  sound  prac- 
tices are  routine  in  privately  owned  forests. 

There  is  no  such  thing  as  automatic  pilot  in  running 
these  parks.  Like  it  or  not,  man  must  have  a  hand  in 
preserving  these  preserves. 
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Our  transformation  into  a  business  banl: 

didn't  happen  overnight. 

At  Continental  Bank,  we  recently  announced  our  departure  from  th 
consumer  banking  business,  and  our  exclusive  commitment  to  the  busines" 
banking  business. 

To  our  surprise,  this  announcement  generated  a  eel 


tain  amount  of  brouhaha  |§  '■*  jgf  in  some  quarters.  \bu'd  think  we  had  decide* 
to  diversity  into  vinyl  siding,  or  to  ^jH    »  become  professional  wrestlers. 
But  in  truth,  there's  no  cause  tor  tuss.  *HK&  ^       1  Because  this  chanj 


is  really  nothing  more  than  the  inevitable  end  of  \    ^&   an  evolutionary 
process  that's  been  going  on  for  quite  a  long  time.     ^^ ^^\if^ 

How  long?  Well,  Continental  traces  its  origins  back  to  1857, 
when  a  group  of  enterprising  Chicago  businessmen  formed  a  bank  to  look 
after  the  interests  of  enterprising  Chicago  businesses.  Of  course,  it  wasn't  long 
before  the  young  bank  also  began  accepting  accounts  from  the  public  at  large. 
But  over  the  ensuing  decades,  we  always  maintained  a  clear  sense  of  which  side  ou 
bread  was  buttered  on.  Our  heart,  then  as  now,  belonged  to  the  world  of  commera 

Following  the  depression,  for  instance,  we  made  it  our  primary  mission  tc1 
help  American  business  nurse  itself  back  to  health. 

In  the  early  1960s,  when  multinational  commerce  was  barely  an  incipien 


end,  we  opened  full-service  offices  in  Great  Britain  and  Japan. 

And  in  the  1970s  we  developed  nationally-respected  capabilities  in  leasing, 
)rporate  finance,  mergers  and  acquisitions,  and  cash  management. 

As  you  might  expect,  our  long  history  of  service  to  business  has  not  gone 
nrewarded.  Today  Continental  is  counted  among  the  premier  business  banks 
1  America;  and  we  count  among  our  customers  over  one-half  of  the  companies 
sted  on  the  Fortune  500,  as  well  as  literally  thousands  of  smaller  firms  nation- 
ide.  If  we  decided  to  rest  on  our  laurels,  the  world  would  likely  understand. 

But  while  we're  proud  of  our  position,  we're  also  less  than  totally  satisfied 
ith  it.  After  all,  would  you  settle  for  being  near  the  top  when  you  possessed  the 
ipability  to  be  at  the  top?  Which  brings  us  right  back  to  the  beginning  of  our 
ory:  to  the  announcement  of  our  transformation  into  a  dedicated,  no-holds-barred, 
ill-blooded,  undistracted,  singleminded  bank  for  business. 

By  now  it  should  be  clear  that  we  didn't  make  this  change  because  we 
wanted  to  do  something  new  We  made  it  because  we  want  to  do  even  better  what 

we've  been  doing  very  well  for  over  130  years. 


■^  r     If  you'd  like  to  discuss  how  Continental's    ml 


i 


ewfound  focus  ^  **     $8^-,  ^^>    ^^    ^D 

in  benefit  your  company,  we  invite  you  to  call  us  at  (312)  828-4341. 

We've  evolved,  yes.  But  considering  what  we  evolved  from,  we'll  have  no 

ouble  at  all  standing  on  our  own  two  feet,  ftk  COIltillOntal  BcUlk 

A  new  approach  to  business. 


As  it  turns  out  "Take  from  the 
rich  and  give  to  the  poor"  is  a  prett 
good  corporate  finance  strategy. 

At  Continental  Bank,  we  consider  ourselves  to  be  among  the  more  stea| 
fast  champions  of  capitalism.  And,  as  such,  we  may  strike  you  as  somewhat  unlikel 
advocates  for  the  redistribution  of  wealth. 

But  if  you're  an  organization  with  money  on  its  hands,  or  an 
organization  that  wants  to  get  its  hands  on  some  money,  it  can  make  all 
kinds  of  sense. 

That's  why  we  at  Continental  have  always  taken  such  an 
active  role  in  the  arrangement  of  transactions  between  those  who 
have  funds  and  those  who  need  them. 

Traditionally,  of  course,  banks  have  operated  primarily 
as  reservoirs  of  capital,  taking  in  deposits  and  extending  loans  as 
the  occasion  required.  But  while  we,  too,  serve  that  time-honored 
function,  we  also  offer  a  host  of  somewhat  less  traditional, 
somewhat  more  interesting  finance  alternatives. 

K  you  need  capital,  tor  example,  and  we^^^^can't  satisfy  your 
requirements  within  our  regular  range  of^^^loan  products,  we'll 
r^atch  you  with  an  outside  investor  ^^^who  can.  Very  likely,  the  interest 


■  :  ink  md  i:         .  mpui)  ■  I 


rate  will  be  more  favorable  than  most^^banks  could  offer. 

If  you  have  excess  capital,  or  if^^you're  managing  an  investment 
fund,  we'll  match  you^^with  a  corporate  borrower  whose 
needs  mesh  closely  ^^with  yours.  Your  rate  of  return  will,  in  all 
probability,  be^^r  higher  than  you  could  expect  to  earn  if  you 
deposited ^J  the  funds  with  us  or  any  other  bank. 

No  matter  which  side  of  the  fence  you're  on, 

our  worldwide  network  of  corporate 

and  institutional  contacts  offers  you  a 

rich  source  of  opportunities  to  establish 

mutually  fruitful  relationships. 

iftyi 

And  to  make  sure  they  stay  mutually 
fruitful,  your  Continental  banker  not  only  sets  up 
your  transactions,  but  manages  them  and  monitors 
them  from  beginning  to  end. 

Whether  your  company  is  among  the 

fortunate  rich  or  the  momentarily  poor,  it  would 

behoove  you  to  call  us  at  (312)  828-4341.  You'll 

find  that  intelligent  business  banking,  like  so 

many  other  things,  is  a  simple  matter  of  give 

and  take  @  Continental  Bank 

A  new  approach  to  business. 
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Hertz  joins  American  Express 
in  offering  yet  another  privilege:  a 
Lincoln  rate  that  only  Cardmem- 
bers  can  get  without  an  advance 
reservation. 

So  do  it  without  reservation. 
Rent  from  Hen/,  pay  with  the  Card, 
and  head  off  in  a  1988  Lincoln  Con- 
tinental. The  car  Motor  Trend  hailed 
as  ". .  .the  most  advanced,  best-engineered,  best- 
driving  Lincoln  ever  built."  Or  take  the  roomier 
Lincoln  Town  Car.  if  you  prefer. 

Just  ask  for  this  special  rate  at  participating  air- 
port counters,  from  now  until  December  15, 1988. 
Our  Lincolns  will  be  rolling  at  this  rate,  so  you  may 
confirm  availability. 
I  wonder  the  American  Express  Card  makes 
'ilmg  partner.  Hotel  reservations,  airline 
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ticketing  and  getting  cash  couldn't 
be  simpler.  To  say  nothing  of  the 
ease  with  which  you  can  handle  a 
Hertz  rental. 

*This  offer  has  some  restric- 
tions: Rate  $5.00  higher  in  Boston. 
Chicago,  Detroit,  Philadelphia, 
Pittsburgh,  Baltimore/Washington, 
and  Atlanta,  and  not  available  in  the 
New  York  metro  area;  cars  must  be  returned  to  rent- 
ing location;  refueling  charges  (if  you  don't  refill  the 
tank  ;  and  a  mileage  charge  over  75  miles  a  day  (32(Z 
or  less  per  mile).  Taxes,  Loss  Damage  Waiver,  and 
other  optional  services  are  extra.  If  you're  under  25, 
rates  are  higher. 

It  \i)u\e  got  a  sudden  urge  to  drive  the  car  Car  and 
Driver  called  "...  an  American  luxury  sedan  with  road 
sense,"  Hen/  and  American  Express  make  perfect  sense. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


The  long  road 

to  a  new 

GATT  agreement 


The  Cairns  group's 

problems  are  down 

on  the  farm 


The  Elephants' 
>posal  on  services 
provides  hope 


ELEPHANTS,  DWARFS  AND  ELVES 

a  multitude  of  special-interest  trade  groups  is  working  feverishly 
in  Geneva. 

The  groups'  titles  are  frivolous,  but  their  purpose  is  not.  Come  Decem- 
ber, trade  ministers  will  gather  in  Montreal  for  a  vital  midterm  review 
of  understandings,  reached  in  September  1986  in  Uruguay,  under  the 
General  Agreement  on  Tariffs  and  Trade.  The  Geneva  talks  can  pave 
the  way. 

The  Three  Rogue  Elephants  there  (the  U.S.,  the  European  Community 
and  Japan)  sometimes  become  the  Big  Four,  when  Canada  is  included. 
The  Seven  Dwarfs  are  these  four  plus  Sweden,  Switzerland  and  Austra- 
lia, which  sometimes  grow  into  the  12  Elves  (a.k.a.  the  Dirty  Dozen), 
which  is  the  EEC,  representing  all  12  member  states  plus  most  of  the 
rest  of  the  OECD's  24  member  countries,  covering  the  industrialized, 
developed  world. 

The  list  goes  on,  sometimes  with  informal  groups  (some  meet  over 
lunch),  some  with  fluctuating  membership.  The  most  influential  is  the 
Cairns  group,  which  tackles  the  contentious  issue  of  agriculture. 

THE  U.S.  AND  THE  EEC  ARE  INCREASINGLY  BAD-TEMPERED  in  their  dispute 

over  ending — or  even  reducing — farm  subsidies. 

Where's  gratitude,  demands  the  EEC,  for  cuts  made  in  EEC  subsidies 
on  beef,  milk,  cereals  and  soybeans?  When  will  the  U.S.  respond,  say, 
by  less  protection  of  sugar? 

Nuts,  says  the  U.S.  (where  subsidies  will  be  astronomical  this  year, 
thanks  to  drought  relief).  EEC  subsidies  have  been  cut  only  through 
production  controls,  and  American  experience  shows  they  won't  last. 
Only  cuts  in  price  supports  and  export  subsidies  truly  signify. 

Between  these  two  is  the  Cairns  group,  named  for  the  first  meeting  in 
Australia  of  13  countries — developed  (Australia,  Canada  and  New 
Zealand),  developing  (including  among  others  Argentina,  Brazil,  Thai- 
land and  Uruguay),  and  communist  (Hungary).  All  depend  on  farm 
exports,  all  fear  the  big  guys'  market-distorting  subsidies. 

there  are  some  positive  indications  for  further  progress  in  Montre- 
al, not  least  that  the  U.S.  has  not  yet  lost  patience. 

Yes,  there  are  problems,  among  them  the  U.S.'  leaning  toward  bilateral 
deals — like  the  one  with  Canada,  which  may  be  extended  to  Mexico, 
and  perhaps  repeated  with  Japan.  And  agreement  within  GATT  to 
protect  intellectual  property  means  overcoming  such  small-country 
complaints  as  Brazil's  about  paying  dollars  for  medicines  that  cost 
cents  to  produce.  There  are  also  deadline  conflicts  (1990  for  a  new 
GATT  agreement,  1992  for  the  creation  of  a  unified  European  market). 

But  look  at  services,  of  great  interest  to  the  U.S.  and  the  EEC.  The 
service  industries  of  the  U.S.  (led  by  Citicorp's  John  Reed),  the  EEC  and 
Japan  have  proposed  a  common  deal  to  their  governments.  Smaller 
countries  are  understandably  concerned.  But  when  the  three  Elephants 
act  in  concert,  progress — on  this  at  least — looks  certain. 
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The  Forbes  Index 
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Slowing  down.  The  economy  seemed  to  be  slowing  down 
in  August.  Personal  income  moved  up  0.3%,  the  smallest 
increase  since  [une  1987.  Consumers  cut  back  on  spend- 
ing, as  August  retail  sales  dropped  0.3%,  the  first  decrease 
in  four  months.  Housing  starts  fell  1.9%,  to  135,000  units. 
Through  the  first  eight  months  of  1988  monthly  home 
building  figures  have  been  consistently  below  year-earlier 


levels.  Industrial  production  edged  up  0.2%,  versus  a  1% 
gain  the  previous  month. 

The  Consumer  Price  Index  finished  August  with  a  0.4% 
gain,  mostly  because  of  higher  food,  shelter  and  energy 
prices.  The  services  component  of  the  CPI  rose  0.5%.  The 
best  bit  of  news  came  on  the  job  front,  where  new  unem- 
ployment claims  for  August  fell  6.6%,  to  305,900. 


The  Forbes  Index  Components 


The  Forbes  Index  is  .1  measure  nt  U  S  unniirnit  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  (or  unemployment  com 
pcnsation,  the  cost  »t  service',  relative  to  all  consumer 
prices,  the  level  ot  new  orders  for  durable  good-,  com 
pared  with  manufacturers  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements  Kirhjs  monitor!  ten 
series  of  U  S  government  data  I  he  Ijst  14  month-,  data 
for  each  series  an  piese  nted  at  right 
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Hercules  didn't  seem  to  have 
a  big  problem  with  Cerberus. 
After  all,  not  only  did  he  carry 
the  dog  up  from  the  lower  world, 
he  also  carried  him  back,  with- 
out a  hitch. 

Modem-day  management  pro- 
blems, like  productivity  improve- 
ment, should  be  so  easy. 

That's  where  we  come  in. 

We've  enhanced  productivity 
for  half  the  top  1000  companies 
in  America.  In  addition,  we've 
worked  in  25  countries  overseas. 
And  we  don't  just  improve 
profits.  We  also  improve  quality. 

On  the  average,  our  clients 
realize  a  400%  return  on  their  in- 
vestment in  the  first  year  alone. 

We  not  only  create  produc- 
tivity plans,  we  install  them. 
We  actually  put  in  the  systems, 
fine-tune  them,  even  train 
your  employees. 

Steel  Industry 

Recently,  we  matched  a  client's 
sales  and  customer  service  re- 
quirements to  machine  capacity, 
manpower  and  material. 
The  results?  Millions  of  dollars 
in  additional  profits,  improved 
competitiveness  and  customer 
service. 


Alexander  Proudfoot 

ductivity. 


The  Power  of  Pro 


If  you  like  those  numbers  write, 
or  call  this  number 

800-843-4877 

And  we'll  send  you  our  brochure, 
Productivity:  Myths  and  Reality. 


Name 

Company 

Tide 

Address 

Ciry 

State 

Zip 

:ounded  1946  Executive  offices:  1700  Palm  Beach  Lakes  Boulevard.  Wesi  Palm  Beach,  FL  33401  Operating  in  (he  United  States.  Canada. 

Mexico. 

taherlan 
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o.  Brazil.  Great  Britain.  France,  Federal  Republic  of  Germany.  Italy,  Spain,  Portugal.  Sweden,  Denmark.  Ireland,  Luxembourg,  The 
rlands.  Belgium.  Australia,  Hong  Kong,  Malaysia.  Thailand.  Singapore,  and  soon  in  Taiwan  In  Florida  or  Canada,  call  407-697-9600      I 


phone  FBS 10/17/88 

Alexander  Proudfoot,  Executive  offices: 

1700  Palm  Beach  Lakes  Boulevard, 

West  Palm  Beach,  FL,  33401 


Forbes 


Are  further  declines  in  the  dollar  the  only  thing  that  will  shrink 
the  U.S.  trade  deficit?  Not  necessarily.  A  good  many  U.S.  compa- 
nies might  become  a  lot  more  competitive  if  they  judiciously 
pruned  their  white-collar  workforces. 

White-collar  bloat 


By  Edwin  A.  Finn  Jr. 


Imagine  America's  white-collar 
work  force  as  a  man  we'll  call 
Henry  }.  Sloth.  Folks  like  Henry; 
he's  a  jovial  sort.  But  he  has  this  odd 
thing.  Though  Henry  weighs  300 
pounds  and  is  always  talking  up  his 
latest  diet,  he  keeps  getting  fatter.  Oh 
yes,  there's  one  other  thing  about; 
Henry:  No  one  at  the  office  seems | 
really  clear  what  his  job  actually  is. 

Despite  repeated  headlines  about 
white-collar  layoffs  and  early  retire- 
ment programs  for  executives,  U.S. 
manufacturers  have  in  fact  allowed1 
their  white-collar  work  force  to  grow 
5%  during  the  past  decade.  This  at  a 
time  when  the  nation's  blue-collar' 
factory  work  force  has  shrunk  11% 
(see  chart).  What's  more,  productivity 
on  the  factory  floor  has  jumped  over 
40%,  versus  a  gain  of  perhaps  only 
half  that  for  white-collar  workers. 

"Our  large  manufacturing  compa- 
nies on  average  have  many  more  lay- 
ers of  management  and  supervisors 
than  our  leading  foreign  competi- 
tors," says  Thomas  Hout,  a  vice  presi- 
dent at  the  Boston  Consulting  Group. 
"That  makes  our  prices  higher."  Hout 
figures  that  by  slashing  away  at  this 
burgeoning  bureaucracy,  U.S.  manu- 
facturers can  lower  their  costs  by  as 
much  as  15%,  giving  a  badly  needed 
boost  to  the  nation's  international 
trade  balance,  which,  although  im- 
proving, is  now  running  at  a  deficit  of 
about  $140  billion  annually. 

American  companies  have  spent 
billions  in  factory  and  office  automa- 
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tion.  But  far  less  has  been  spent  slim- 
ming down  the  ranks  of  white-collar 
workers  themselves.  "When  it  comes 
to  the  back  office,  nobody  knows  how 
much  waste  there  is,"  says  Hout.  "I 
tell  a  company  that  80%  of  their  order 
delays  are  caused  by  their  office  staff, 
and  they  are  amazed.  But  it's  true." 

Some  American  companies  have 
begun  to  grapple  with  white-collar 
bloat.  International  Business  Ma- 
chines Corp.  has  moved  about  17,000 
employees,  largely  administrators  and 
staff  workers,  into  more  productive 
areas  such  as  sales  and  programming. 
AT&T  is  doing  the  same  with  3,000 
administrative  workers.  Chrysler  is 
about  halfway  through  cutting  its 
white-collar  work  force  20%.  Since 
the  start  of  the  decade,  Xerox  Corp.'s 
copier  division  has  cut  its  worldwide 
manufacturing  work  force  by  40%,  to 
10,000,  eliminating  mainly  white-col- 
lar workers  and  indirect  labor.  Until 
then,  the  company  had  13  white-col- 
lar workers  or  indirect  laborers  for 
every  10  people  who  actually  made 
products. 

Companies  that  are  family-owned 
or  private  have  been  particularly  suc- 
cessful at  holding  down  white-collar 
bloat.  Two  examples:  Milliken  &  Co., 
the  family-run  textile  outfit,  and 
United  Parcel  Service,  the  private 
transport  firm.  Among  publicly  trad- 
ed companies,  Magna  International  is 
a  standout;  the  Canadian  auto  parts 
manufacturer  holds  its  overhead  to  a 
skimpy  10%. 

What  does  all  this  white-collar  effi- 
ciency have  to  do  with  the  trade  defi- 
cit? In  Xerox'  case,  the  cutbacks  have 
helped  increase  the  company's  share 
of  the  U.S.  copier  market  (excluding 
personal  copiers)  to  16%  today,  from 
11%  in  1983,  backing  Japanese  rival 
imports  out  of  the  market.  Or  take 
Caterpillar  Inc.,  which  in  the  past 
three  years  has  seen  its  exports  jump 
22%,  to  $2.2  billion.  The  weak  dollar 
has  helped,  but  Caterpillar's  increase 
in  exports  would  be  far  less  if  it  hadn't 
lowered  costs  by  trimming  26%  of  its 
U.S.  white-collar  work  force. 

Still,  the  vast  majority  of  big  U.S. 
companies  seem  to  be  groaning  with 
white-collar  bloat.  Computers  were 
to  streamline  back-office  operations, 
but  often  the  new  systems  have 
proved  either  too  powerful  or  com- 
plex to  suit  a  particular  company's 
needs.  Result:  more  technicians  and 
specialists  than  ever  on  the  payroll. 

Is  your  company  too  tubby?  Rules 
of  thumb  vary  among  industries,  but 
white-collar  overhead  at  America's 
most  competitive  companies  has 
been  cut  to  about  15%  of  a  manufac- 
turing company's  costs.  With  many 


U.S.  companies  running  at  nearly 
30%,  there  is  room  for  improvement. 
A  decade  ago,  America's  blue-collar 
workers  began  to  feel  the  heat  from 
lower-paid  Asian  laborers.  Now 
white-collar  workers  in  the  U.S.  will 


have  to  share  the  pain,  especially 
since  they  surpass,  in  numbers  and  in 
wages,  their  counterparts  abroad. 
This  time,  Henry  J.  Sloth,  you're  go- 
ing to  have  to  go  on  a  diet  and  stick  to 
it.  Really.  ■ 


Merging  Baxter  Travenol  with  American 
Hospital  Supply  created  a  powerhouse.  So 
why  all  the  Wall  Street  grumbling? 

What  have  you 
done  for  us  lately? 


By  Rick  Reif f 


VPernon  R.  Loucks  Jr.  is  learn- 
ing, the  hard  way,  how  harsh 
Wall  Street  can  be  these  days. 
Scarcely  three  years  have  passed 
since  Loucks,  53,  chairman  and  chief 
executive  of  Baxter  International  Inc., 


the  $6  billion  (sales)  Deerfield,  01.- 
based  manufacturer  of  medical  prod- 
ucts, put  together  one  of  the  boldest 
mergers  his  industry  had  ever  seen.  In 
1984  the  U.S.  government,  trying  to 
control  mushrooming  medical  costs, 
had  clamped  down  hard  on  Medicare 
reimbursements,    sending    hospitals 


Baxter  International  Chairman  Vernon  R.  Loucks  Jr. 

"I've  got  a  great  distribution  system  and  it  needs  to  be  fed.' 
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suppliers  like  Baxter,  then 

iixter  Travenol  Laboratories 

<iito  a  tailspin.  Baxter's  earnings 

,ed  87%  from  the  year  before,  to 

a  meager  $29  million. 

Loucks'  stunning  response:  the  $3.7 
billion  purchase  in  1985  of  a  bigger 
competitor,  American  Hospital  Sup- 
ply Corp.  The  companies  fit,  and  Bax- 
ter began  moving  its  popular  intrave- 
nous solutions  and  blood  products 
through  American  Hospital's  superior 
marketing  and  distribution  systems. 

Results  improved  steadily.  Loucks 
closed  redundant  facilities,  combined 
product  lines  and  eliminated  5,000  of 
62,000  jobs.  Market  share  improved 
along  with  margins.  On  a  12%  gain  in 
sales  last  year,  operating  earnings 
jumped  75%,  to  $1.10  a  share.  Net 
income  in  the  first  six  months  of  this 
year  was  up  27%,  to  $182  million,  or 
61  cents  a  share,  compared  with  the 
same  period  a  year  ago. 

Not  bad,  you  say?  Not  good  enough, 
says  Wall  Street. 

Loucks  had  been  suggesting  a  30% 
jump,  to  $1.50  a  share,  in  earnings 
this  year.  He  had  thought  the  new 
efficiencies  would  continue  generat- 
ing enough  cash  to  keep  Baxter  ex- 
panding faster  than  the  industry  and 
developing  new,  high-margin  prod- 
ucts as  well.  Baxter  will  spend  $450 
million  this  year  alone  to  expand 
plants  and  warehouses,  for  example, 
and  $1  billion  through  1991  to  boost 
research  and  development. 

But  in  late  September  Loucks  dis- 
covered he'd  guessed  wrong  and  low- 
ered the  earnings  goal;  Baxter  was 
spending  more  than  it  had  anticipated 
to  meet  growing  demand.  Earnings 
would  probably  be  up  only  20%,  to 
$1.32  a  share,  Loucks  conceded. 

Securities  analysts  and  investors 
roared  like  wounded  buffalo.  Inves- 
tors drove  the  stock  down  four  points 
in  one  week.  "I  have  no  confidence  in 
their  earnings  outlooks,"  groused 
Drexel  Bumham  Lambert's  Larry 
Feinberg.  At  its  recent  price  of  1778,  a 
postcrash  low,  Baxter  was  selling  at 
14  times  its  trailing  52-week  earn- 
ings, below  the  16  multiple  of  its 
more  profitable  rivals,  Abbott  Labora- 
tories and  Johnson  &  Johnson. 

Is  this  simply  another  example  of 
Wall  Street's  excessive  preoccupation 
with  the  short  term — the  old  "you're 
only  as  hot  as  your  last  quarterly  re- 
port" problem?  Not  entirely.  Baxter 
International  certainly  has  work  to  do 
before  it  becomes  top-drawer,  high- 
multiple  stuff.  After  all  the  post- 
merger  squeezing,  it  remains  essen- 
a  high-volume  distributor  of 
-un  products.  Baxter  enjoys 
t  profit  margin  and  10% 


return  on  equity,  compared  with  the 
15%  margin  and  30%  return  of  Ab- 
bott, which  unlike  Baxter  is  big  in 
nutritional  products  and  sophisticat- 
ed diagnostic  equipment,  where  gross 
margins  typically  exceed  40% . 

But  that  is  precisely  why  Loucks  is 
spending  money  now.  "I've  got  a  great 
distribution  system,"  he  says,  "and  it 
needs  to  be  fed." 

In  several  other  ways  Baxter  seems 
well  positioned  to  keep  earnings 
growing.  After  five  years  of  single- 
digit  growth,  annual  hospital  spend- 
ing in  the  U.S.  is  again  expected  to 
grow  by  more  than  10% — a  boon  for 
Baxter's  unmatched  distribution  net- 
work. Eight  hundred  Baxter  trucks 
make  next-day  deliveries  on  orders 
placed  from  Baxter  computer  termi- 
nals in  3,000  hospitals  nationwide. 

Cost-containment  efforts  by  hospi- 
tals are  playing  into  Baxter's  hands, 
too.  Baxter  entices  big  buyers  into 
multiyear  contracts  with  volume  dis- 
counts, rebates  and  a  raft  of  value- 
added  services,  from  management 
consulting  to  software.  Forty  percent 
of  its  U.S.  hospital  sales  come  from 
long-term  pacts  emphasizing  such 
"partnership"  arrangements. 

Baxter  is  also  on  top  of  the  trend 
toward  out-patient  and  at-home  care, 
now  a  $l-billion-a-year  business  for 


the  company  with  its  1987  purchase 
of  Caremark  Homecare  Inc.,  a  provid 
er  of  medications  for  recuperating  anc 
bed-bound  people.  Sales  of  kidney  di 
alysis  systems  and  other  items  in  tht 
home  care  market  grew  13%  in  thi 
first  six  months  of  this  year.  Baxtei 
foresees  even  stronger  growth  ahead 
in  part  because  more  victims  of  ac 
quired  immune  deficiency  syndrom* 
(AIDS)  will  be  treated  at  home. 

Long-term  promise,  short-term  risk 
is  a  proposition  that  does  not  sit  wel 
on  The  Street  these  days.  Last  month 
Baxter  was  rumored  to  be  among  th 
possible  takeover  targets  of  investoi 
Ronald  Perelman.  Analysts  estimate 
that  Baxter  busted  up  is  worth  be- 
tween $25  and  $30  a  share — as  much 
as  67%  more  than  its  recent  price. 
Jerry  Fuller  of  Duff  &  Phelps  Inc.  fig- 
ures it  would  take  almost  $9  billion  to 
buy  the  company,  counting  its  $1.7 
billion  of  debt. 

Loucks  is  trying  to  keep  investors 
happy.  That's  why,  although  it  has 
other  uses  for  the  money,  Baxter  now 
distributes  40%  of  its  profits  in  divi 
dends,  compared  with  less  than  20% 
before  1984.  "Stockholders  have  cer 
tain  expectations,"  he  explains.  "] 
don't  want  them  to  think  that  the 
only  way  to  get  something  out  of  Bax 
ter  is  to  acquire  it  and  split  it  up."  ■ 


Bob  Congel  will  do  anything  to  build 
mammoth  malls  in  Rust  Belt  cities  that  time 
has  passed  by.  And  competitors  will  claim 
anything  to  stop  him. 

While  Syracuse 
sleeps 


By  Richard  Behar 


It's  6:30  a.m.  and,  while  Syracuse 
sleeps,  a  roomful  of  ambitious 
young  men  sit  ringed  around  a 
conference  table  as  their  leader,  Rob- 
ert Congel,  paces  back  and  forth  be- 
hind his  chair  at  the  far  end.  Like  a 
battalion  of  white-collar  Marines,  and 
through  microphones  and  desktop 
speakers  that  are  connected  to  con- 
struction sites  across  the  Northeast, 


Congel  and  his  aides  engage  in  their 
predawn  business  of  preparing  for  an 
other  day  of  battle.  The  enemy:  an 
unholy  alliance  of  downtown  mer- 
chants and  environmentalists  that 
has  formed  to  resist  his  mall-building 
juggernaut.  "We're  considered  the 
Green  Berets  of  mall-building," 
boasts  one  executive. 

By  hard  work  and  persistence,  Con- 
gel's  Pyramid  Cos.  has  grown  over  the 
last  decade  to  become  the  biggest  and 
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Robert  Conge/  in  Syracuse's  800-acre  eyesore 

The  most  important  thing  in  life  is  persistence.' 


Michael  Greenl 


fastest-growing  builder  of  shopping 
malls  in  the  Northeast.  Thirteen 
malls  are  already  up  and  12  more  are 
on  the  way  in  whistle-stop  towns 
stretching  from  Cheektowaga,  N.Y. 
to  Kingston,  Mass.  Assets  are  nearly 
$2  billion,  while  Congel  himself  is 
worth  well  over  $200  million  and  is 
surely  headed  for  The  Forbes  Four 
Hundred. 

But  Congel  is  also  on  his  way  to 
becoming  Public  Enemy  Number  One 
with  a  growing  number  of  politicians, 
merchants  and  environmentalists  in 
the  region.  Why?  For  one,  his  usual 
pattern  is  to  buy  distressed  property 
cheap — wetlands,  floodplains,  land- 
fills. That  makes  environmentalists 
angry.  Then  he  transforms  his  hold- 
ings into  mammoth  malls  that  quick- 
ly become  the  region's  dominant  re- 
tailer. And  that  enrages  existing  mer- 
chants in  the  area. 

What's  more,  if  he  believes  in  a 
project's  worth,  Congel  refuses  to  give 
up  no  matter  how  many  opponents 
get  on  his  back.  In  1982  the  country's 
largest  mall  builder,  DeBartolo  Corp., 
was  denied  permission  to  build  in 
South  Attleboro,  Mass.  on  a  large 
tract  of  wetlands.  Pyramid  then 
bought  the  80  acres  from  DeBartolo 
on  the  cheap  and  plowed  $20  million 
into  the  battle.  In  June  a  federal  appel- 


late court  blocked  the  proposed  con- 
struction on  environmental  grounds, 
but  Pyramid  vows  to  keep  fighting. 
Says  Congel:  "The  most  important 
thing  in  life  is  persistence." 

That  doggedness  is  now  causing 
him  image  problems,  to  put  it  mildly. 
In  Clarkstown,  N.Y.,  where  Pyramid 
wants  to  build  a  mall  on  two  inactive 
hazardous  waste  landfills,  environ- 
mental opposition  is  spreading.  But 
fanning  the  flames  is  Corporate  Prop- 
erty Investors,  the  nation's  largest 
real  estate  investment  trust. 

The  trust  happens  to  own  a  mall 
nearby,  fears  the  competition  and  has 
hired  the  Hill  &  Knowlton  public  re- 
lations firm  to  spread  antienviron- 
mental  dirt  on  Pyramid.  This  in  spite 
of  the  fact  that  the  New  York  State 
Department  of  Environmental  Con- 
servation has  already  upgraded  the 
site  to  one  posing  no  significant 
health  hazard.  Moreover,  Pyramid 
plans  to  spend  millions  to  "cap"  the 
landfills  and  treat  the  groundwater, 
which  probably  wouldn't  happen 
without  the  firm's  initiative.  "We'd 
love  to  see  all  these  sites  redeveloped 
and  returned  to  the  tax  rolls,"  says 
R.W.  Groneman,  a  state  spokesman. 

Similarly,  in  Burlington,  Vt.  a  so- 
cialist mayor  is  waving  the  environ- 
mental banner  to  rally  people  against 


a  planned  Pyramid  mall. 
Vows  the  mayor,  "This 
will  be  the  biggest  devel- 
opment battle  in  the  his- 
tory of  Vermont."  As  part 
of  the  effort,  city  officials 
are  distributing  video- 
tapes that  feature  inter- 
views with  regional  offi- 
cials bad-mouthing  Pyra- 
mid. More  opposition  is 
being  whipped  up  in  near- 
ly half  a  dozen  other  cities 
where  Congel  plans  to  sit- 
uate malls. 

Pyramid  is  aptly  named. 
The  privately  held  firm  is 
actually  tiers  of  partner- 
ships, with  Congel  him- 
self at  the  apex,  owning 
anywhere  from  50%  to 
90%  of  each  project.  Con- 
gel's  minority  partners  are 
usually  young  lawyers 
and  M.B.A.s  to  whom  he 
lends  money  for  a  stake  in 
the  venture,  a  tactic  that 
builds  fierce  loyalty. 
"They're  here  at  6:00  in 
the  morning  six  days  a 
week  with  enthusiasm 
and  hunger,"  says  Congel, 
who  looks  for  "unemo- 
tional and  highly  aggres- 
sive"     personalities      in 


those  he  brings  aboard. 

Congel  is  just  as  demanding  with 
his  malls.  Pyramid  takes  a  percentage 
of  each  mall  retailer's  sales,  typical  for 
the  industry.  But  Congel  goes  a  step 
further  with  clauses  that  allow  him  to 
remove  a  tenant  if  he  fails  to  meet 
sales  targets.  Result?  Pyramid  stores 
average  $250  per  square  foot  per  year, 
versus  $  1 70  for  the  industry. 

To  get  his  malls  up  and  running  in 
the  quickest  time  at  lowest  cost,  Con- 
gel boasts  that  he  is  usually  able  to 
bring  his  projects  from  groundbreak- 
ing to  completion  in  six  to  nine 
months,  half  the  industry  norm.  Is  the 
local  bureaucracy  slow  with  the  per- 
mits? So  what,  dig  anyway!  In  Pitts- 
field,  Mass.  recently,  Pyramid  and  a 
subcontractor  paid  over  $240,000  in 
fines  for  filling  in  a  swamp,  relocating 
a  stream,  and  even  laying  drinking 
water  and  sewage  pipes  in  the  same 
trench.  Still,  the  100-store  mall 
opened  recently  to  more  than  120,000 
shoppers  over  the  first  five  days. 

For  all  his  roughshod  tactics,  Con- 
gel invariably  leaves  behind  malls 
that  enhance  the  local  economy  and 
are  much  appreciated  by  the  towns- 
folk. "I  declared  a  war  on  Pyramid," 
admits  Ithaca,  N.Y.'s  former  mayor, 
Edward  Conley,  who  also  took  to  vis- 
iting city  after  city  in  the  Northeast  to 
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warn  others  about  Pyramid.  He  now 
i  retrospect  I  have  to  admit 
I  yramid  helped  us  rejuvenate  our 
ununity  by  offering  us  competi- 
tion, making  the  whole  county  a  vi- 
brant retail  market." 

Now  Congel  has  embarked  on  his 
grandest  project  yet,  to  begin  rebuild- 
ing a  huge  chunk  of  Syracuse  itself, 


targeting  an  800-acre  eyesore  along 
polluted  Onondaga  Lake  known  local- 
ly as  "Oil  City."  Congel  thinks  the 
project  area,  a  warren  of  scrapyards, 
oil  storage  tanks  and  a  waste  treat- 
ment plant,  can  be  turned  into  a  $1 
billion  center  of  parks,  hotels,  shops 
and  marinas,  increasing  the  city's  tax 
base  by  an  astonishing  50% . 


Opposition  is  already  beginning  to 
mount.  Yet,  you  can  bet  that  if  and 
when  Congel  finally  does  see  his  proj-i 
ect  through,  no  one  will  burn  the  local 
tycoon  in  effigy.  "Our  projects  are! 
loved  and  coveted  once  they're  built," 
Congel  says.  "And  if  you  really  want 
to  see  a  revolution,  try  tearing  one 
down  after  it's  up."  ■ 


Charles  Keating,  Arizona  s  largest  residen- 
tial developer,  has  sold  $200  million  of 
high-risk  debt  backed  by  little  more  than  his 
smile.  Here  comes  another  $300  million. 


Trust  me 


By  John  H.  Taylor 


Charles  H.  Keating  Jr.,  the  64- 
year-old  chairman  of  Phoenix- 
based  American  Continental 
Corp.,  is  walking  a  wobbly  tightrope 
these  days.  And  he's  paying  9.5%  to 
12%  on  a  minimum  investment  of 
$2,000  to  anyone  willing  to  help  him 
out.  Trouble  is,  you  have  to  get  up  on 
the  tightrope  with  him. 

Plenty  of  folks  seem  willing  to  do 
just  that.  Last  year  Keating  began  sell- 
ing $200  million  in  subordinated  de- 
bentures of  American  Continental,  a 
real  estate  and  financial  services  com- 
pany with  $6.4  billion  in  assets.  The 
bonds  were  sold  through  29  branches 
of  American  Continental's  largest 
subsidiary,  Lincoln  Savings  &  Loan, 
based  in  Irvine,  Calif. 

Now  American  Continental  is  out 
flogging  another  $300  million,  this 
time  through  the  parent  company's 
own  17  financial  services  offices  in 
Phoenix  and  California.  American 
Continental  says  it  is  selling  about 
$500,000  worth  a  day. 

But   it   takes   more   sophistication 
than  the  average  consumer  usually 
is    -  to  evaluate  the  risk  behind 
Kcanng's  latest  debentures  For  exam- 
bonds   are   subordinated    to 
'  million  in  parent  company  debt. 
tates  that  there  is  no 
meaning  the  buy- 


er cannot  readily  resell  them.  And  no 
brokerage  firm  is  underwriting  the  de- 
bentures, meaning  none  has  put  its 
name  behind  the  offering. 

To  a  lot  of  unsophisticated  buyers, 
in  effect,  Charles  Keating  is  saying, 
"Trust  me."  Should  you? 

Since  acquiring  Lincoln  in  1984  for 


$5 1  million,  Keating  has  aggressively 
built  the  S&X  by  investing  heavily  in 
real  estate  and  becoming  a  major  real 
estate  lender.  Lincoln  now  accounts 
for  93%  of  American  Continental's 
assets.  The  value  of  those  assets,  how- 
ever, is  the  subject  of  some  debate. 
Keating  has  loaded  the  thrift's  balance 
sheet  with  speculative  and  illiquid  in- 1 
vestments.  He  poured  nearly  $1  bil-l 
lion  into  long-term  real  estate  proj-: 
ects,  mostly  in  depressed  markets  like 
Arizona,  Texas  and  Colorado.  He  has  i 
made  nearly  $800  million  in  acquisi- ; 
tion,    development    or    construction' 
loans  on  unimproved  land — histori- ' 
cally  the  riskiest  form  of  real  estate  i 
lending.  Among  Keating's  other  for- ' 
ays:  futures  trading  (done  through  the' 
parent  company),  LBO  financing  and' 
junk  bonds. 

According  to  Sheshunoff  Informa- 
tion Services,  the  widely  used  bank  i 
rating  service,  Lincoln's  asset  quality  I 
ranked  in  the  bottom  33%  among  itsj 
S&L  peers  in  June,  while  its  cost  of! 
funds  is  in  the  top  20% .  Historically,  I 
Lincoln's    interest    income    has   not 
covered    its    interest    expenses    and 
overhead.   Instead,   it  relies  on  the 


John  Trollo 


American  (  ontinental  Chairman  Charles  1 1  Keating  Jr 
Taking  his  bondholders  on  a  high-risk  ride. 
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sales  of  securities,  loans  and  real  es- 
tate for  its  profits. 

American  Continental  points  out 
that  it  has  never  defaulted  or  been  late 
on  a  payment  to  any  debt  holder.  Wall 
Street,  nevertheless,  is  unimpressed. 
Trading  over-the-counter  recently  at 
6%,  American  Continental's  stock  is 
priced  25%  below  book  value.  The 
stock  is  closely  held.  Keating  himself 
owns  22%,  insiders  own  another 
33%,  and  the  company's  ESOP  owns 
an  additional  25%. 

Whatever  the  fate  of  his  thrift  and 
his  investors,  Keating  is  taking  care  of 
himself  and  his  family.  He  made  $3.2 
million  in  cash,  bonuses  and  stock 
options  last  year.  The  next  four  high- 
est-paid officials,  including  Keating's 
son  and  son-in-law,  averaged 
$806,000  in  cash  compensation  each. 
Keating  and  his  son  also  sold  back 
517,000  shares  to  the  company  last 
year  for  nearly  $4  million. 

The  risk  for  American  Continental 
investors,  of  course,  is  that  the  com- 
pany's highly  speculative  invest- 
ments will  go  sour.  A  recession  or  a 
sharp  increase  in  interest  rates  could 
cripple  Lincoln's  real  estate  projects 
and  increase  defaults  by  the  S&L's 
real  estate  borrowers.  American  Con- 
tinental dismisses  the  possibility,  cit- 
ing its  status  as  Arizona's  largest  resi- 
dential developer.  "We  understand 
how  to  buy,  how  to  develop,  how  to 
build  and  how  to  finance  residential 
housing,"  says  a  top  executive. 

How  risky  are  some  of  Lincoln's 
investments?  Consider  the  Uplands 
project  just  west  of  Austin,  Tex.  Lin- 
coln took  over  the  3,250-acre  parcel  in 
1984  after  a  company  headed  by  for- 
mer Texas  Governor  John  Connally 
failed  to  meet  the  conditions  of  its 
management  contract.  The  project 
was  designed  to  include  6,200  resi- 
dential units,  some  commercial  de- 
velopment and  a  golf  course.  At  the 
end  of  1987  the  thrift  had  invested 
$88  million  in  the  property  and  car- 
ries it  on  its  books  for  that  amount. 

But  those  familiar  with  the  dreary 
Austin  market  (Forbes,  Dec.  14,  1987) 
say  it's  worth  far  less.  John  Lindley,  a 
respected  Austin  real  estate  consul- 
tant, puts  the  Uplands'  current  fair- 
market  value  in  an  all-cash  transac- 
tion at  less  than  $30  million.  "In  my 
mind,  it's  highly  questionable  wheth- 
er it  will  ever  be  developed,"  Lindley 
says.  American  Continental  insists  it 
is  negotiating  to  sell  the  property  and 
"could  make  a  profit." 

Lincoln  also  owns  55%  of  a  luxury 
hotel  opening  this  month  in  Scotts- 
dale,  Ariz. — the  Phoenician,  a  $266 
million,  605-room  resort.  Keating  has 
called  it  the  best  hotel  in  the  world 


and  plans  to  name  one  of  its  restau- 
rants after  his  wife,  Mary  Elaine. 

American  Continental  officials  say 
they'll  break  even  with  a  nightly 
room  rate  of  $225  and  70%  annual 
occupancy.  Greg  Nilan,  a  lodging  ex- 
pert with  Pannell  Kerr  Forster  in 
Phoenix,  thinks  the  break-even  rate 
has  to  be  $350  to  $400  a  night  at  65% 
occupancy.  Scottsdale  is  overbuilt 
with  luxury  hotels.  Two  other  hotels, 
with  a  total  of  nearly  1,000  rooms, 
have  opened  there  in  the  last  two 
years.  Another  600-room  luxury  hotel 
opened  in  nearby  Tempe.  Top  rate  in 
the  area  last  year:  $200. 

Given  all  this  uncertainty,  why 
would  anyone  invest  in  American 
Continental's    subordinated    deben- 


tures? For  the  promised  yield,  of 
course.  At  a  time  when  insured  bank 
CDs  are  averaging  7.8%  for  one  year 
and  8.3%  for  five,  the  uninsured  de- 
bentures offer  9.5%  for  one  year  and 
escalate  to  12%  for  five  years.  But  you 
have  to  believe  that  Keating  can  stay 
up  on  that  tightrope  and  continue  to 
balance  American  Continental's  mas- 
sive real  estate  projects,  its  land  loans, 
its  securities  trading,  its  hotels. 

Keating  says  he  doesn't  mind  the 
pressure.  Asked  by  a  Tucson  reporter 
about  the  possibility  that  the  Phoeni- 
cian might  bomb,  he  said  recently, 
"They're  going  to  know  exactly 
where  to  point  the  finger  if  that  baby 
goes  down." 

So  will  the  bondholders.  ■ 


The  Japanese  government  is  about  to  bring 
another  chunk  of  Nippon  Telegraph  & 
Telephone  to  market.  Even  the  scaled- 
down  offering  could  get  a  chilly  reception 
and  lead  to  other  serious  problems. 

Hold  the  phone 


By  Richard  Phalon 


In  Tokyo  these  days,  for  2.2  mil- 
lion yen  ($16,900)  you  can  buy  a 
Toyota  Camry,  fully  loaded.  Or  a 
sexy  three-quarter-length  black  mink 
coat.  Or  a  knockout  set  of  Italian  liv- 
ing room  furniture.  Or  one  of  the  1.5 
million  shares  of  Nippon  Telegraph  & 
Telephone  Corp.  the  government  is 
about  to  sell  in  the  third  stage  of  its 
multiphased  withdrawal  from  major- 
ity ownership  of  the  huge  utility. 

There  are  signs  that  this  time 
around,  Japanese  investors  (officially, 
foreigners  may  not  buy  into  NTT) 
seem  to  be  telling  their  brokers  they'd 
rather  have  the  car,  the  mink  or  the 
furniture.  Among  the  signs:  the  Min- 
istry of  Finance's  recent  decision  to 
cut  the  size  of  the  sale  from  the  origi- 
nally targeted  1.95  million  to  1.5  mil- 
lion shares,  thereby  forgoing  some  $8 
billion  in  revenues. 

And  who  can  blame  the  investors? 
That  2-million-plus  yen  per  share 
buys  a  slice  of  the  world's  largest  tele- 


phone company  ($91.6  billion  assets), 
and  one  of  its  slowest-growing.  Some 
80%  of  the  company's  $45.3  billion  in 
operating  revenues  last  fiscal  year 
came  from  a  basic  telephone  business, 
which  even  in  a  strong  economy  ex- 
panded little  more  than  4%.  Kohji 
Ohboshi,  senior  vice  president  in 
charge  of  NTT's  corporate  strategy 
planning,  thinks  the  growth  rate  may 
slip  as  low  as  "maybe  2%  or  less"  over 
the  next  couple  of  years  on  what  is 
modest  potential.  "Income  and  reven- 
ues," says  Ohboshi  candidly,  "will  be 
stagnating." 

By  any  rational  standard,  the  price 
the  government  is  asking  for  this 
growth  is  bizarre.  Whereas  the  Tokyo 
market  as  a  whole  is  pretty  expensive 
at  60  times  trailing  earnings,  the  third 
NTT  tranche  is  coming  out  at  around 
130  times  earnings.  At  the  offering 
price,  it  will  yield  (get  out  your  micro- 
scopes) two-thousandths  of  1%. 

True,  when  the  stock  was  first  tak- 
en public  two  years  ago  at  1.2  million 
yen   per   share,    even   NTT's   feisty 
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There  is  nothing  like  the  sting  of  competition  to  get  a 
monopoly  moving,  however  grudgingly.  For  years 
now  Japan's  KDD  (Kokusai  Denshm  Denwa)  has  had 
the  exclusive  franchise  on  all  overseas  calls  between 
Japan  and  the  world  outside  And  for  years  customers 
have  been  griping  about  a  rate  structure  that  made  calls 
to  the  U.S.  several  times  more  costly  than  calls  from 
the  U.S.  to  Japan. 

There  have  been  modest  reductions,  but  nothing  to 
write  home  about  until  several  weeks  ago,  when  it 
seemed  that  KDD  had  finally  decided  to  bite  the  bullet. 
Television  and  print  ads  blossomed  with  the  good 
news:  a  28%  cut  across  the  board  on  all  overseas  calls. 
"Phone  calls  from  both  the  U.S.  and  Japan  are  now  on 


the  same  level,"  was  the  triumphant  word. 

What  the  ads  did  not  say  was  that  the  concessions 
had  been  forced  by  AT&T's  new  country  direct  operator 
network.  It  permits  callers  to  bypass  KDD  and  tap  right 
into  the  U.S.  system.  KDD  shares  in  the  interconnect 
revenues,  but  a  study  of  the  company's  new  tariffs 
suggests  they  are  still  a  long  way  from  parity. 

KDD  does  come  close  in  one  category:  a  3.6-minute 
call  dialed  direct  between  2  p.m.  and  7  p.m.  The  cost: 
$7.74  from  Japan,  $7.67  from  the  U.S. 

For  calls  at  other  times,  however,  right  around  the 
clock,  KDD's  charges  are  still  higher  by  anywhere  from 
13%  to  115%.  Monopoly  bends,  but  slowly.— R.P.  and 
Hiroko  Katayama 


but  they 


Chairman  Hisashi  Shinto  agreed  that 
"there  is  nothing  logical  to  substanti- 
ate that  price,  or  any  other  price  in  the 
stock  market.  It  really  gives  me  a 
headache."  Nonetheless,  investors 
chased  the  stock.  As  a  result,  those 
who  got  into  the  initial  sale  of  NTT 
are  83%  (in  yen  terms)  ahead  of 
the  game. 

On  the  other  hand,  those  who  got  in 
on  the  second  tranche  last  year  and 
hung  on  are  hurting.  That  issue  went 
off  at  2.55  million  yen  a  share,  briefly 
touched  a  giddy  3-million-yen  high, 
and  has  since  been  stooging  around  in 
the  2-million-plus  range. 

There  are  hopeful  signs, 
are  on  the  distant  horizon. 
NTT  does  own  a  lot  of  real 
estate,  including  more  than 
70  branch  offices  and 
switching  stations  that 
could  be  converted  to  gen- 
eral commercial  use.  In 
fact,  the  company  has  set 
up  two  affiliates  to  do  just 
that.  But  profits  are  years 
away. 

The  company's  bloated 
work  force  is  coming  down, 
but  slowly,  at  the  rate  of 
some  6,500  people  a  year  to 
a  current  total  of  around 
290,000.  Ohboshi  expects 
that  rate  of  attrition  to  con- 
tinue right  into  1990.  But 
Japan's  "lifetime  employ- 
ment" social  contract — and 
NTT's  agreement  with  the 
unions — gives  the  company 
almost  no  latitude  to  make 
deeper  cuts  faster. 

There  is  rich  promise  in 

the  mobile  phone  market. 

''.:    about  46  million 

□  the  road,  but  only 

them   are 

!  !   net.    'You're 

ib<  at    million 


new  lines,"  says  Alan  Bell,  of  Salo- 
mon Brothers'  Tokyo  office,  "but  not 
until  they  get  [basic  access]  costs 
down  to  somewhere  around  the  U.S. 
level  of  $30  a  month."  Right  now, 
rates  are  around  $1,500  to  have  a  mo- 
bile phone  installed,  and  a  basic 
monthly  bill  is  $150. 

Some  of  NTT's  best  prospects  lie  in 
the  fact  that  revenues  are  increasing 
faster  than  the  number  of  lines  in 
place — a  hint  that  the  normally  reti- 
cent Japanese  are  talking  more  than 
they  used  to.  "It's  this  new  genera- 
tion," says  one  pleased  NTT  execu- 
tive. "These  young  people  even  think 
they  need  a  telephone  at  college."  Ex- 


V7T client 

More  gab,  lower  margins. 


pansion  into  higher-margin  data  com- 
munications is  NTT's  priority,  but 
here,  too,  the  promise  won't  be  real- 
ized for  years  to  come. 

Japan  being  Japan,  institutional  in- 
vestors will  no  doubt  be  persuaded  to 
swallow  the  issue.  But  its  stickiness  is 
not  a  good  omen  for  the  additional 
NTT  stock — and  that  of  government- 
owned  railways — the  MOF  intends  to 
put  on  the  block  over  the  next  several 
years.  Further,  if  the  stock  gets  a  chilly 
reception,  that  could  lead  to  a  chain 
reaction.  By  hurting  prospects  for  reve- 
nues from  the  sale  of  other  government 
assets,  the  NTT  sale  would  in  turn  hurt 
chances  for  the  tax  reform  bill  Prime- 
Minister  Naboru  Takeshita 
is  trying  to  ram  through  the 
Diet.  And  that  could  re- 
strain growth  in  Japan  and 
make  it  more  difficult  to  get 
U.S. -Japan  trade  into  better 
balance. 

Unfortunately,  govern- 
ment regulation  of  NTT 
makes  a  chilly  reception 
likely.  As  a  quasi-public 
corporation,  NTT  is  also 
constrained  in  the  ways  it 
can  cut  rates  and  build  vol- 
ume. Competitive  logic 
would  dictate  higher  prices 
for  local  service  and  much 
lower  prices  for  long  dis- 
tance. But  that  would  save 
business  users  money,  at 
the  expense  of  consumers — 
a  political  nonstarter.  "We 
are  required  to  treat  every- 
one equally,"  says  Ohboshi 
sadly. 

Who  could  blame  Japa- 
nese investors  if  they  de- 
clined to  pay  130  times 
earnings  for  a  company  that 
is,  in  effect,  forced  to  fight 
with  one  hand  tied  behind 
its  back?  ■ 
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American  Family  shipped  an  unpopular 
product  overseas  and  became  a  top  insur- 


the  free-wheeling  American  market 

and  thereby  reduce  its  yen  exposure? 

Throughout  his  career,  Amos  was  a 

master  at  figuring  the  ins  and  outs  of 

er  in  Japan.  Can  it  now  duplicate  that  ^  Japanese  market  as  weii  as  cum- 

j  '       +1        T  T  C  2  vating  relations  with  the  all-powerful 

SUCCeSS  Dere  in  tUe   U.u..  Japanese  governmental  bureaucracy. 

American  Family  now  sells  its  poli- 
cies to  one  of  every  six  Japanese  fam- 
ilies and  has  become  the  fifth-largest 
seller  of  new  life  insurance  policies  in 
the  country. 

But  American  Family  Life  has  been 
much  less  successful  in  dealing  with 
the  U.S.  market,  where  profits  depend 
less  on  who  you  know  in  government 
than  on  the  quality  and  cost  of  your 
products.  "Domestic  operations  have 
always  been  very  disappointing,"  re- 
ports Vita  Marino,  a  vice  president  at 
Firemark  Inc.,  a  New  Jersey-based  in- 
surance industry  research  firm.  "You 
could  blame  it  on  bad  press  about 
cancer  insurance,  but  I  would  say  that 
they  just  never  had  a  very  good  prod- 
uct to  sell  in  the  U.S." 

The  task  of  bringing  American 
Family  home  has  fallen  to  Daniel 
Amos,  John  Amos'  37-year-old  neph- 
ew and  hand-picked  successor.  Dan- 
ny, the  new  deputy  chief  executive, 
has  already   begun   developing 


Bringing 
American  Family 

home 


By  Jill  Andresky 


BY    selling    cancer    insurance, 
American    Family    Corp.,    the 
$5-billion-plus    (assets)    Geor- 
gia-based insurer,  has  carved  out  a 
valuable  niche  for  itself  in  Japan's 
massive,   well-entrenched  insurance 
industry.  The  product  is  controver- 
sial   in    the    U.S.    (banned    in    four 
states)  because  consumer  advocates 
argue    that    disease-specific 
policies  carry  high  price  tags 
and  low  payout  ratios.  But 
in  Japan  sales  of  cancer  cov- 
erage are  big  business,  gen- 
erating $1.3  billion  in  reve- 
nues last  year  to  the  U.S.- 
based  company. 

American  Family  likes  to 
argue  that  under  U.S.  tax  and 
accounting  rules,  those  reve- 
nues would  in  fact  have  pro- 
duced a  healthy  profit.  But 
because  the  money  was 
earned  in  Japan,  Japanese 
rules  apply.  Those  rules  are 
stricter  than  their  U.S. 
counterparts.  So,  even  after 
14  years  in  the  business, 
American  Family  by  the  end 
of  last  year  still  had  not 
accumulated  enough  Japanese-de- 
rived taxable  earnings  to  meet  Min- 
istry of  Finance  requirements  that 
would  permit  earnings  repatriation 
to  U.S.  shareholders. 

In  recent  years  American  Family's 
problems  have  worsened  as  its  Japa- 
nese operations  have  grown  by  leaps 
and  bounds,  while  its  U.S.  business 
has  stagnated.  Today  some  72%  of 
American  Family's  revenues  are 
earned  in  Japan,  with  nearly  all  the 
profits  that  the  company  can  actual- 
ly use  in  the  U.S.  being  derived  from 
its  much  smaller  U.S.  operation 
alone.  Result:  a  1987  revenue  gain  of 


35%,  to  $1.9  billion,  reported  to  U.S. 
shareholders,  but  with  less  than  2% 
of  that  amount  representing  earnings 
actually  available  in  the  U.S.  As  a 
consequence,  the  company  currently 
has  about  $225  million  in  cash  and 
short-term  investments  in  Japan,  but 
only  $30  million  available  for  invest- 
ment in  the  U.S. 

In    addition,    whenever    the    yen 
drops,    translated    balance-sheet    re- 


mas  England 


Tfye  new  management  team  at  American  Family 
Looking  for  ways  to  reduce  their  yen  exposure. 


suits  in  the  U.S.  suffer.  Not  surpris- 
ingly, the  company,  which  has  in  the 
past  traded  at  a  premium  to  the  acci- 
dent and  health  insurance  industry,  is 
now  trading  only  at  par. 

Last  January  Forbes  named  John 
Amos  the  insurance  industry's  most 
innovative  chief  executive  because  of 
his  success  in  penetrating  the  Japa- 
nese market.  But  with  Amos  himself 
tragically  grappling  with  lung  cancer, 
a  new  management  team  must  an- 
swer a  tough  question:  Can  the  com- 
pany that  has  flourished  under  the 
wing  of  Japan's  Ministry  of  Finance 
come  up  with  a  popular  product  for 


new 
specialty  insurance  products 
aimed  at  the  American  con- 
sumer. The  most  promising, 
called  an  "advance  life"  poli- 
cy, allows  insured  clients  to 
cash  in  25%  of  their  death 
benefits  (leaving  75%  for 
beneficiaries)  upon  being  di- 
agnosed as  suffering  from  a 
heart  attack,  internal  cancer 
or  a  stroke.  The  policy  is  be- 
ing test-marketed  in  8  to  10 
states  and  has  already  been 
approved  in  some  35  others. 
But  American  Family  can- 
not afford  to  forget  about  the 
Japanese  market.  Says  Danny 
Amos,  "We  hired  Nomura 
Research  to  see  what  our 
customers  wanted,  and  what 
they  wanted  most  was  higher 
hospital  coverage."  So  American 
Family  plans  to  double  the  size  of  its 
policy  (and  premiums)  while  also  of- 
fering extra  riders. 

But  the  company's  goal  of  a  better- 
balanced  Japan-to-U.S.  sales  split  is 
far  off,  and  expanding  the  U.S.  busi- 
ness by  acquisition  may  be  difficult, 
considering  the  company's  tight  cash 
position.  But  John  Amos  is  not  wor- 
ried. "We've  learned  from  the  Japa- 
nese. They  have  the  patience  of  Job. 
They  move  forward  three  steps,  then 
wait.  Then  they  move  forward  three 
steps  again."  By  such  small  steps  are 
long  marches  completed.  ■ 
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TheNewAudi  100/200  Series. 

Audi  believes  luxury  without  logic  is  not  only  self-indulgent, 
but  self-defeating.  That  driver  comfort  should  never  come 
at  the  expense  of  driver  control. 

Case  in  point:  the  Audi  100/200  Series.  Elegantly 
^ffl^y  designed,  unabashedly  luxurious,  yet  thoroughly 
V||||r   intelligent.  With  every  admirable  detail  dedi- 
cated to  putting  you  in  command  of  the  dnving  environment. 

The  beautifully  restyled  dashboard,  for  instance,  arranges 
critical  functions  in  concise  control  zones.  Backlit  instru- 
mentation aids  the  weary  eye.  Power  seats,  mirrors, 
windows  and  door  locks  are  a  mere  finger-flick  away. 


The  orthopedic  sport  seats  support  rather  than|, 
swallow.  The  electronic  climate  control  "ramps  up"  gifc 
ually,  as  optimum  temperature  is  achieved,  so  it  socji 
rather  than  startles.  And  the  six-speaker  stereo/cassei 
features  private  headphone  jacks,  so  a  passenger  diveii 
doesn't  become  a  driver  distraction. 

But  as  comforting  as  these  thoughtful  luxuries  ar| 
they  are  matched  by  something  equally  reassuring, 
unprecedented  protection  of  the  Audi  Advantage. 

For  example,  for  the  first  three  years  or  50,000 
the  no-charge  maintenance  and  limited  warranty  of  I 
Audi  Advantage*  means  all  repairs,  all  scheduled  ma|| 
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:,  all  routine  oil  changes  are  all  paid  for.  The  wheel 

nents,  the  brake  pads,  the  wiper  blades,  you  name  it. 

normal  wear-and-tear  is  covered,  except  for  tires  and 

1m,  of  course. 

1  short,  it  pays  for  virtually  everything  but  gasoline. 

wner  still  has  a  few  responsibilities,  after  all;  so 

;  some  inevitable  fine  print  about  negligence 

xidents.) 

he  Audi  Advantage  also  offers 

»ur  Roadside  Assistance 

decade  of  corrosion 

;tion.  And  welcome 


security  at  trade-in  time.  Thanks  to  a  Guaranteed  Resale 
Index  that  certifies  trade-in  value. 

It  is  an  impressive  list.  And  no  other  German  luxury 
sedan  can  match  it. 

So  make  plans  to  road-test  the  new  Audi  100/200 
Series.  Because  from  the  moment  you  settle  into  the  driver's 
seat,  you'll  feel  something  get  very  comfortable. 
Your  mind. 

'Yow  dealer  will  proudly  share  the  details  o)  Audis  new  car 
and  corrosion  perforation  limited  warranties,  and  the  other 

ims  listed  above  Roadside  Assistance  is  provided 
by  tlu  (sa  i    Motoring  Division,  Inc  Guaranteed 
Resale  Index  excludes  kciv.  Certain  restrictions  apply 
Not  ail  features  described  arc  included  on  every  model 
I.,  mon  information, call  1-800-FOR-AUDl  B 1988  Audi 


Audflbday:  Bringing  LogicTb  Luxury;  Securitylb  Ownership. 
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Institutional  investors  have  found  yet  an- 
other sure-fire  way  to  beat  the  market. 


This  time,  it's 
different . . .  again 


Mellon  Capital's 

William  Fouse 

For  all  the  high  tech. 

the  point  is  still  to  try  to  divine  the  market. 
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By  Laura  Jereski 


ONE'S  managers,  pension 
funds  and  other  institutional 
investors  are  constantly 
searching  for  the  simple,  mechanical 
formula  that  will  heat  the  market. 
They  flock  from  one  to  another,  creat- 
ing fads  out  of  the  aberrations  that  did 
indeed  beat  the  market — last  time 
around. 

And  here  we  go  again.  Remember 
how  portfolio  insurance  w  as  supposed 
to  preserve  all  those  bull  market 
gains?  This  year's  hottest  craze,  tacti- 
cal asset  allocation,  will  likely  work 
just  as  well— which  is  to  say,  not 
when  you  need  it  most.  The  idea:  use 
computer  models  to  switch  to  the 
best  performing  asset,  or  at  least 
switch  out  of  the  riskiest  investment, 


44 


m  time  to  avoid  a  crash,  often  by 
using  stock  index  futures  instead  of 
stocks.  Think  of  it  as  market  timing 
gone  high  tech. 

"Market  timing  got  a  lot  of  bad 
press,  so  you  change  the  name,"  says 
Bruce  Pohquin,  marketing  director  of 
New  York-based  market-timer  Ava- 
tar. Since  the  crash,  Avatar  has  gained 
$500  million  in  assets  under  manage- 
ment, an  increase  of  50%.  And  it's  not 
alone.  Investors  have  thrown  nearly 
$40  billion  at  tactical  asset  allocators, 
almost  a  third  of  that  in  the  past  year, 
according  to  trade  publication  Pen- 
sions  6  Investment  Age 

Why  all  the  excitement?  Because 
the  leading  tactical  allocation  manag- 
ers— Wells  Fargo,  Mellon  Capital  and 
Boston  Co.,  among  others — were 
largely  out  of  stocks  by  the  time  the 


market  hit  the  skids.  Thanks  to  re- 
turns well  above  the  paltry  5.3%  for| 
the  Standard  &  Poor's  500,  they  are 
this  year's  heroes.  Never  mind  thatl 
some,   like  Wells  and  Mellon,   had| 
been  so  bearish  for  so  long  that  noth- 
ing short  of  the  crash  would  have| 
made  their  day. 

Part  of  the  appeal  here,  of  course,  isl 
that     because     computer    programs| 
drive  the  investment  decision,  the  de- 
cision seems  more  scientific  to  somel 
institutions.  It's  the  old  market  tech- 
nicians' argument:  A  mathematical! 
formula  on  a  microchip  can  deal  with| 
the  stock  market  coolly  and  objec- 
tively, uncluttered  by  the  human  foi- 
bles that  plague  the  mere  informed  I 
evaluation  of  a  shrewd  investment! 
manager. 

Sometimes,  though,  having  a  com- 
puter chip  for  a  money  manager  can| 
produce  unexpectedly  fortuitous  re- 
sults.   Last    Oct.    20,    for    example,  I 
Wells'  tactical  asset  allocation  model 
sounded  a   screaming  buy,   and   its  I 
managers    promptly    loaded    up    on 
stock  index  futures.  As  it  happened, 
the  disastrous  day  before,  also  under 
orders  from  the  computer,  Wells  had 
sold  some  $1.6  billion  of  those  very 
futures    from    its    portfolio-insured  I 
funds.  The  result:  Wells  managed  tol 
double  up  on  transaction  fees  from  all  f 
that  business  going  both  ways.  Today 
Wells'  asset  allocator  runs  some  $9j 
billion,  almost  twice  what  there  was  a] 
year  ago. 

The  man  who  started  tactical  asset  I 
allocation  is  William  Fouse,  the  affa- 
ble 60-year-old  chairman  of  Mellon  I 
Capital.  Fouse  has  been  talking  it  up 
since  the  early  Seventies,  when  he  | 
joined  Wells  Fargo,  one  of  the  first 
managers  to  develop  quantitative  in- 
vestment techniques.  Fouse  built  the 
first  market  index  fund  in  1971  and 
the  following  year  set  up  the  tactical 
asset  allocation  model  now  at  the  core 
of  both  Wells  and  Mellon. 

For  all  the  high-tech  atmospherics, 
though,  the  point  is  still  to  try  to 
divine  the  market.  Fouse  relies  on  a 
so-called  dividend  discount  model 
that  compares  analysts'  future  earn- 
ings estimates  with  the  long  bond 
rate.  This  is  designed  to  tell  you  the 
expected  return  from  stocks  com- 
pared with  bonds,  and  therefore 
where  to  put  your  money.  Others  plug 
in  economic  variables,  like  the  money 
supply  and  inflationary  expectations. 
Still  others  feed  their  computers  with 
data  about  investor  "sentiment." 

But  does  it  work?  In  a  word,  no. 
Tactical  asset  allocators,  as  tracked 
by  consultants  Callan  Associates,  do 
no  better  overall  than  equity  manag- 
ers. Even  so  sharp  a  manager  as  Mel- 
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this  river  won  t  perform, 

Ihubb  will. 
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It  takes  a  special  kind  of  insurance  organization  to  underwrite  a  rivers 
flow.  But  that's  what  Chubb  does  for  a  plant  that  generates  electricity  with  water 
diverted  from  the  San  Joaquin.  What's  more,  we  cover  the  results  of  both  too 
little  and  too  much  /low- and,  as  far  as  we  know,  that's  a  first. 

At  Chubb,  we're  specialists.  In  traditional  and  alternate     i ^ — ^ 

energy— and  in  a  score  of  other  industries-we're  known  for  handling           / 
new,  demanding  risks.  And  that's  one  reason  you  can  count  on  us  to           I  . 

handle  yours.  For  more  information,  call  800-922-0533.  I ^ — 

Chubb  is  proud  to  participate  in  "American  Playhouse'.'  Watch  for  it  on  PBS. 


Discover  who  we  are. 
and  you  will  think 
the  world  of  us. 


The  fact  that  we  are  the  fourth-largest  chemical 
companj  in  the  world,  manufacture  over  15,000  product 
10  countries  and  sell  them  in  over  150  may  have  been 
unknown  to  you.  With  global  sales  of  $21  billion  ($4  bill 
in  the  U.S.).  it  is  ironic  that  you  may  never  have  heard  of 

We  make  the  world  a  little  safer. 

In  the  immediate  future  driving  cars  will  be  safer. 
because  airbags  actuated  and  inflated  by  components 
from  [CI  will  inflate  in  1/lOOths  of  a  second  to  protect  thi 
front-seal  occupants. 

Todav.  criminals  can  more  accurately  be  tied  to  theii 
crimes  through  high-tech  DNA  FINGERPRINTING5"! 
which  our  (lei  I  mark  Diagnostics  business  is  pioneering 
in  the  United  States. 

Innovative  waterborne  coatings  introduced  by  Glid- 
den  reduce  dependence  on  atmosphere-polluting  alterm 
ti\e^.  The  magnitude  of  that  is  enormous.  Happily  eight 
out  often  beverage  and  soft-drink  cans  are  protected  wit 
our  coating  technology 

We  make  the  world  a  little  healthier. 

1.5  million  people  suffering  from  hypertension  in  th 


d  Tnbol  are  registered  trademarks  of  ICI     DNA  FINGERPRINTING  is  a  service  mark  of  ICI  C  1988 ICI  Americas  Inc 


control  it  with  the  first  one-tablet-a-dav  beta  blocker, 

h  we  manufacture. 

We  discovered  the  leading  oral  medication  for 

meed  and  post-surgical  treatment  of  breast 

:er. 

Mylanta*  and  Mylanta-IIfthe  only  antacids  that 

lomogenized  and  pasteurized  for  smoother,  better 

',  are  used  by  more  than  12.7  million  adults  each  year 

;e  United  States. 

We  make  the  world  more  durable. 

Thoro  products  have  waterproofed  and  protected  the 

npic  Speed  Skating  Oval  at  Calgary,  the  Tower  of 

Jon  and  the  observatory  at  Mt.  Washington,  New 

ipshire. 

One  out  of  every  two  cars  manufactured  in  the  United 

;s  is  built  using  Molub-Allov*  or  Tribol*  lubricants 

died  by  ICI's  Tribol. 

Te  make  the  world  more  beautiful. 

We  are  the  world's  largest  manufacturer  of  paint, 
we  make  enough  of  it  to  cover  10  million 

World  Problems  World  Solutions 


homes  each  year. 

America's  fashion  designers  choose  ourTactel* 
textile  fiber  for  apparel  ranging  from  fine  hosiery  to 
weather-tough  skiwear. 

We  hold  the  leading  position  in  North  America  in 
supplying  ink  for  snack  food  and  confectionery 
packaging. 

We  make  the  world  more  efficient. 

We  have  the  fastest-growing  agrochemical  business 
in  the  United  States. 

Worldwide,  we  are  the  third-largest  producer  of  crop- 
protection  chemicals  and  the  fourth-largest  agricultural 
products  company  in  the  U.S. 

We  help  to  store  and  retrieve  the  world  s  information 
more  effectively  by  providing  Melinex*  film  base  for  a 
variety  of  information  storage  devices. 

We  are  at  the  leading  edge  of  polyurethanes  technol- 
ogy, contributing  significantly  to  the  U.S.  automotive 
parts,  recreational  footwear  and  construction  markets. 


At  ICI  we  bring  a  lot  to  the  world.  And  we  are  about 
to  bring  much  more. 

World  Class 


If  you  want  to  get  the  most 
out  of  your  advanced  technology 
printer,  don't  put  just  any 
<ind  of  paper  into  it  Fill  it  up 
with  Mead  Ultratech™  or  Mead 
Moistrite®  Lasergraphic 

mead 

Business  Popers 

For  A  Better  Image. 

Mrad  Fir*  Papcr/Counhousr  PLui  Dayton. Ohm  4Mn3 
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Building  a  beta  mousetrap 


Quant  fever  among  money  man- 
agers— an  affliction  whose  pri- 
mary symptom  is  the  propensity  to 
mistake  computer  power  for  brain 
power — did  not  begin  with  portfo- 
lio insurance  several  years  ago.  In- 
vestors have  always  looked  for 
magic  market-beating  formulas, 
and  cheap  computer  power  has 
been  making  it  a  lot  easier  for  them 
to  indulge  their  taste  for  microchip 
fantasies.  Too  bad  reality  is  so 
rude.  Consider  a  few  of  the  more 
widely  heralded  products  of  this 
indulgence: 

Back  in  the  early  Seventies, 
when  computers  were  expensive — 
more  than  $3  million  for  comput- 
ing power  on  minicomputers  then 
would  cost  some  $30,000  today — 
Wall  Street  discovered  a  fairly  sim- 
ple gimmick:  beta,  which  mea- 
sures a  stock's  volatility  in  relation 
to  the  rest  of  the  market.  The  mod- 
ern portfolio  theory  built  around 
beta  was  supposedly  going  to  opti- 
mize the  performance  of  a  portfolio 
for  any  given  level  of  risk. 

Learn  to  live  with  risk — that  is 
what  Institutional  Investor,  the 
widely  read  trade  journal,  heralded 
in  1971,  and  institutional  money 
managers  rushed  to  do  so.  By  the 
time  the  trade  magazine  came 
around  to  declaring  beta  dead  some 
nine  years  later,  institutions  had 
poured  nearly  $20  billion  into 
MPT  managers'  hands. 

The  problem?  The  coldly  mathe- 
matical, systematic  solution  sim- 
ply couldn't  live  up  to  the  markets' 
rock  'n'  roll.  At  best,  beta  could  be 
estimated  for  a  little  while.  After 
all,  what  computerized  beta  for- 


Cost  per  Mips*  |$millions| 


$4 


.   Mainframes 

Minis 


'68  '73  '78  '83 

'  Millions  of  instructions  per  second 


mulation  could  have  predicted, 
say,  the  popularity  burst  of  Ree- 
boks,  or  their  sudden  fade? 

Never  mind.  Infected  by  the  ap- 
parent possibility  of  quantifying 
the  market  and  reducing  it  to  pre- 
dictability, some  quant-feverish 
money  men  quickly  moved  past 
beta  to  Arbitrage  Pricing  Theory, 
which  included  certain  economic 
data  thought  likely  to  affect  the 
market,  as  well  as  beta.  Wouldn't 
more  numbers  make  a  better  mod- 
el? Of  course  not. 

By  1982,  with  the  cost  of  com- 
puting coming  down  fast,  the  ad- 
vent of  stock  index  futures  opened 
up  whole  new  possibilities  for 
modeling.  In  its  September  issue 
that  year,  Institutional  Investor  pro- 
filed three  young  guys  with  a  neat 
system  that  promised  "foolproof 
market  timing."  Their  names?  Le- 
land,  O'Brien  and  Rubinstein. 
They  would  call  it  portfolio  insur- 
ance. By  now  a  bit  feverish  itself, 
Institutional  Investor  called  it  a  mir- 
acle. Some  miracle.— L.J. 


Ion's  Fouse,  whose  annual  average  re- 
turn of  18.9%  over  the  past  ten  years 
far  outpaced  the  S&.P  500's  16.3%  an- 
nual average,  stumbled  badly  in  the 
year  ended  June  30,  1987.  Fouse 
scored  a  6.8%  return,  versus  the  S&P 
500's25.2%. 

And  most  managers  have  nowhere 
near  his  record  for  running  real  mon- 
ey, as  opposed  to  running  numbers. 
Most  of  the  hot  records  come  from 
following  "the  trend  is  your  friend" 
strategy  in  a  bull  market,  explains 
William  Madden  of  pension  consul- 
tants SEI,  which  recently  completed  a 
study  of  asset  allocators.  Well,  you 
don't  need  a  weatherman,  or  even  a 
computer,  to  know  which  way  the 
wind  blows,  to  paraphrase  Bob  Dyl- 
an's song. 


Indeed,  the  timers  haven't  done  s 
well  this  year,  in  a  stock  market  tha 
has  been  trendless  but  volatile.  Onl 
half  have  beaten  the  market's  12.7$ 
return.  For  contrast,  money  manager 
in  general  have  scored  13.1%. 

But,  say  the  asset  allocators,  thi 
time  it's  different.  They  can  beat  th 
odds  by  using  stock  index  futures  in 
stead  of  just  stocks.  That  not  onl' 
cuts  transaction  costs,  which  rack  u) 
fast  when  you  switch  fast  and  furious 
ly,  but  are  also  easier  to  swing  in  am 
out  of  than  the  stock  market.  Sorm 
$20  billion,  or  half,  of  the  funds  ii 
tactical  asset  allocation  use  futures  a 
part  of  the  strategy. 

The  problem  is  that  using  futures 
which  have  about  one-twentieth  thi 
transaction  cost  of  the  stock  marke 
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loday,  there's  a  remarkable  way  to  make 
employees  and  owners  one  and  the  same. 


What  a  difference  it  can  make  when  each  employee  gets  a 
slice  of  the  pie. 

Today,  over  eight  million  employees  are  sharing  in  the  owner- 
ship of  the  companies  they  work  for 

Helping  employees  become  owners  is  the  unique  tool  called 
an  ESOP:  an  Employee  Stock  Ownership  Plan.  Over  8000  ESOPs 
now  exist. 

Bankers  Trust  is  a  leader  in  creating  ESOPs.  We  act  as  expert 
financial  advisor.  We  provide  and  arrange  financing.  No  one  has 
more  experience  in  these  activities. 

We  played  a  crucial  role  in  the  creation  of  the  largest  ESOP 
ever:  the  sale  of  104  hospitals  to  employees  of  Hospital  Corporation 
of  America.  Here,  as  in  many  ESOPs,  benefits  to  the  new  owners— 
the  employees—  have  been  even  greater  than  predicted. 

When  employees  oi  a  company  become  owners,  productivity 
almost  always  grows. 

That's  one  way  of  keeping  America  competitive.  Long  term,  it 
may  well  be  one  of  the  best  ways. 


OBankersTrust  Company 


Because  today  isn't  yesterday. 
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The  company  that  delivers  t 
coast  to  coast,  just  added  i 

.At  LIPS,  we're  proud  to  introduce  our  expanded  dresses  in  some  cities.  We  mean  delivery  door  t 

Do  all  of  Western  Europe,  the  Pacific  Rim,  door  to  every  single  address  in  every  country  we 

New  Zealand  and  Canada.  serve*  with  no  surcharges  for  out-of-the-way  plac 
t  just  mean  service  to  some  ad-  Wll  see  that  your  UPS  packages,  paks  and 

-  T  Kit  apologies;  <*«  don't  deliver  to  everyone  in  the  ftoplci  Repuhlu  oi  ( 'hm.i,  just  .*  mere  100  million  people.  See  Intl.  Air  Service  <  iuide  rot  complete  det 


nrted  Paired 


>ery  address 
e  coasts. 

:rs  move  quickly  through  customs  thanks  to  our 
tronic  Pre-Alert  system  that  informs  officials 
your  packages  are  on  their  way  Our  service 
includes  computerized  tracking  that  en- 


ables us  to  give  you  a  fast  reply  to  your  delivery 
inquiry.  Again,  we  do  it  all  at  no  added  cost. 

But  what's  truly  remarkable  is  that  because 
we're  so  efficient  we  can  do  all  these  things  while 
charging  you  less  than  other  international  delivery 
companies.  A  fact  we  feel  compelled  to    i    ^ 
point  out,  even  if  it  means  doing  a  little       inc 
flag-waving  of  our  own.  V   ^ 

We  run  the  tightest  ship  in  the  shipping  business. 


index,  doesn't  improve  the  odds  of 
.  j  moves  right.  "You  still  have 
right  about  70%  of  the  time  in 
iorecasting  bull  markets  and  70%  of 
the  time  in  forecasting  bear  markets 
to  beat  the  naive  strategy  of  buying 
and  holding  stocks,"  says  Richard 
Woodward,  a  professor  at  the  Univer- 
sity of  Calgary.  That's  a  lot  to  ask, 
when  most  managers  can't  even  guess 


right  half  the  time. 

Why  do  they  need  to  be  right  70% 
of  the  time?  Because  stocks  outper- 
form other  assets  by 
the  timers'  results 
when  they  miss  the 
bull  market. 

So  is  this  latest  twist  on  computer- 
ized market  timing  consistently  suc- 
cessful enough  to  keep  the  institu- 


so  much  that 
get  whacked 
turn  into 


the 


tions  from  rushing  the  exit  if  the  mar- 
kets break  and  the  models  can't  run 
smoothly?  No  way.  Comments  James 
M.  Stone,  former  chairman  of  the 
Commodity  Futures  Trading  Com 
mission  who  voted  against  allowing 
stock  index  futures  but  was  outnum 
bered,  "We  all  do  something  different 
when  the  sun  shines.  But  we  all  go 
inside  when  it  rains."  ■ 


Whoever  wins  the  battle  for  Kroger  super- 
markets, A&P  stores  cant  lose,  says  Ger- 
many's fast-moving  grocery  store  king  Eri- 
van  Haub  in  a  rare  interview. 

The  merchant 

of  Mulheim 


By  Peter  Fuhrman 


liriMi.m  Mulkr 


.    ;  roprietor  of  Germany's  Tengelmann  Group 
it  one  person  at  the  top,  we  can  move  very  quickly." 


Even  as  the  contest  rages  for 
control  of  supermarket  group 
Kroger  Co.,  Erivan  Haub  is 
happily  counting  his  spoils.  Haub,  56, 
is  sole  proprietor  of  the  Tengelmann 
Group,  the  West  German  supermar- 
ket giant  that  owns  53%  of  Great  At- 
lantic &.  Pacific  Tea  Co.  With  sales  of 
$9.5  billion,  A&JP  is  America's  fourth- 
largest  supermarket  chain.  According 
to  Haub,  it  can't  lose  no  matter  who 
wins  Kroger. 

"Through  leveraged  buyouts  and 
takeovers,  A&P's  competitors  are  be- 
coming loaded  with  debt,"  explains 
Haub,  from  his  office  alongside  the 
Tengelmann  Group's  85-year-old  red- 
brick chocolate  factory  in  Mulheim,  a 
featureless  town  in  the  Ruhr  conurba- 
tion. "They  will  pass  along  the  cost  of 
servicing  this  debt  by  raising  prices. 
It's  hard  to  do  this  and  be  successful 
in  the  supermarket  business." 

When  he  sits  for  an  interview, 
which  is  seldom,  Erivan  Haub  is  a 
man  worth  listening  to  about  the  gro- 
cery business.  Immediately  after  the 
war,  in  1946,  Tengelmann  was  down 
to  just  80  stores.  Today  the  group  has 
over  3,500  stores  in  Germany,  and  300 
more  in  Austria  and  the  Netherlands. 
With  consolidated  annual  sales  rising 
8%  to  $17.4  billion  in  fiscal  1988 
(ended  June  30),  the  Tengelmann 
Group  is  Europe's  largest  supermar- 
ket chain.  With  little  debt  and  well- 
integrated  warehouse  and  inventory 
control  systems,  Tengelmann's  pre- 
tax margins  are  higher  than  the  indus- 
try average  in  both  Germany  and  the 
U.S.  In  fiscal  1988,  Haub  revealed, 
Tengelmann  Group  earned  $225  mil- 
lion, pretax.  Valued  at  the  pretax  mul- 
tiple offered  to  Kroger  Co.  sharehold- 
ers by  Kohlberg  Kravis  Roberts  &  Co., 
Tengelmann  Group,  100%  owned  by 
Haub,  is  worth  $3.2  billion. 

After  World  War  II,  Haub's  uncle 
was  running  the  business  and  brought 
in  young  Haub  early.  "I  was  the  sole 
heir,"  Haub  recalls.  "There  were  nev- 
er any  questions  about  whether  or  not 
I  would  go  into  the  supermarket  busi- 
ness." As  part  of  his  training,  the  20- 
year-old  Haub  went  to  the  U.S.  in 
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Merrill  Lynch  helps 

you  ensure  your 

future  wealth  with 

business  insurance. 
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Your  business  insurance  should  do  more  than 
provide  basic  protection  against  the  dangers 
of  fire,  theft  and  the  sky  falling  in. 

Properly  used,  insurance  can  play  a  sur- 
prisingly significant  role  in  building  and 
safeguarding  your  wealth.  And  a  Merrill  Lynch 
Financial  Consultant  can  show  you  how. 

Consider  buy/sell  agreements,  for  instance. 
Funding  a  buy/sell  agreement  now  with  a 
whole  life  insurance  policy  can  help  safeguard 
the  continuity-and  preserve  the  value-of  your 
business. 

Then  there's  key  employee  insurance.  If  you 
unexpectedly  lose  a  key  employee,  finding  and 
breaking  in  a  replacement-and  handling  the 
employee's  responsibilities  in  the  interim-can 
run  up  crippling  expenses.  Key  employee 
insurance  is  a  simple  and  relatively  inexpen- 
sive solution. 

Deferred  compensation  plans  let  you  reward 
yourself,  and  help  you  reward  and  hold  on  to 
selected  key  managers.  Here,  too,  insurance 
can  help,  as  the  funding  vehicle  that  guaran- 
tees your  future  payment  liabilities. 

Take  the  time  to  look  into  the  insurance 
your  business  probably  doesn't  have-and  find 
out  how  to  use  it  to  build  your  future  wealth. 

For  more  information,  call  your  Merrill  Lynch 
Financial  Consultant  or  1-800-637-7455, 
ext.  5803,  today.  Because  it's  not  just  your  busi- 
ness. It's  your  most  important  asset. 


Merrill  Lynch 

A  tradition  of  trust. 


c  1988  Merrill  Lynch.  Pierce.  Fenner  &  Smith  Inc  Member  S1PC 
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C  1988  Pendent  Motors  of  \merira.  In 


*\lemben-hip  subject  to  the  rul«*>  and  regulation*  of 


ie  European  Car  of  the  Year  award  is  one  of  the  most  coveted  awards  in  the  automobile  o© 
stry.  And  it  isn't  given  lightly.  To  win  it,  a  car  has  to  impress  not  merely  a  handful  of  judges,  lylyl 
57  of  Europe's  most  respected  automotive  journalists  representing  17  different  countries.  ^rc 

)  if  the  new  Peugeot  405  had  just  won  this  prestigious  award,  it  would  have  been  well  worth  a 
car  buyer's  consideration.  But  it  didn't  just  win. 

3lace  votes,  the  new  front-wheel  drive  405  collected  an  amazing  54.  No 
other  winner  in  the  25-year  history  of  the  award  has  ever  achieved  so 
convincing  a  victory.  But  then  perhaps  no  other  car  has  ever  offered  as 
rich  a  blend  of  attributes.  After  a  recent  road  test,  Car  and  Driver  was 
moved  to  remark,  'The  405  is  greater  than  the  sum  of  its  parts.  The  car 
i  uncommonly  well-integrated  automobile 

very  1989  Peugeot  405  comes  with  the  security  of  a  5-year/50,000-mile  powertrain  limited  warranty 
the  most  comprehensive  roadside  assistance  plan  available:  <©*  So  why  not  call  1-800-447-2882 
the  name  of  the  Peugeot  dealer  nearest  you  and  test  drive  the  best  car  over  there.  After 
;h  we  think  you'll  agree  that,  attribute  for  attribute,  dollar  for 
ir.  it's  also  the  best  car  over  here. 
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1952  for  a  three-year  apprenticeship 
at  upermarkets.  He  sent  his  un- 

cle detailed  drawings  of  the  U.S.'  new 
self-service  supermarket  stores,  still  a 
rarity  in  Germany.  Soon  after,  Tengel- 
mann  opened  its  first  self-service 
store  in  Munich  and  proceeded  to  con- 
vert all  the  Tengelmann  stores  to  self- 
service.  Even  today,  many  Tengel- 
mann stores  are  scaled-down  replicas 
of  a  typical  suburban  U.S.  supermar- 
ket, down  to  bright  banners  in  the 
window  advertising  weekly  specials. 

After  his  uncle's  death  in  1969, 
Haub  became  chairman  of  Tengel- 
mann, and  began  acquiring.  In  1971 
he  spent  DM100  million  to  buy  Kai- 
ser's Kaffee-Geschaft,  a  nearly  bank- 
rupt supermarket  chain  with  500 
stores  in  Germany.  Haub  quickly 
closed  down  Kaiser's  unprofitable 
downtown  grocery  stores  and  re- 
placed them  with  Plus  Stores,  which 
sell  deeply  discounted  food  and 
household  goods  in  bare-bones  sur- 
roundings. Tengelmann  now  has 
2,500  Plus  Stores,  the  most  profitable 
part  of  the  company  in  Germany. 

In  1979,  Haub  returned  to  the  U.S., 
this  time  to  buy  control  of  A&P.  He 
spent  $125  million  over  three  years  to 
buy  a  53%  stake  in  the  chain.  At  the 
time,  A&P  was  losing  money  and  in 
deep  trouble.  "There  were  days  and 
weeks  where  it  looked  like  A&P 
would  go  into  Chapter  1 1 .  I  never 
would  have  been  able  to  persuade 
public  shareholders  to  accept  the 
risky  investment  in  A&P.  Instead,  it 
was  all  done  with  a  few  phone  calls.  I 
was  able  to  do  it  without  even  any  of 
the  German  banks  knowing."  At 
A&P's  current  share  price,  Haub's 
stake  is  worth  $870  million. 

Haub  does  not  run  A&P.  Company 
chairman  fames  Wood  docs  [FORBES, 
May  30).  Haub  does,  however,  set  an- 
nual targets  foi  sales  and  return  on 
investment  while  hunting  around  tor 
acquisitions.  In  1986  A&P  spent  $250 
million  to  acquire  two  of  its  north- 
eastern competitors:  Shopwell/Food 
Emporium  and  Waldbaum's.  Haub  in- 
sists that  no  effort  will  be  made  to 
merge  the  stoics  "It  a  customer  feels 
badly  served  by  A&P.  he  can  always 
shop  instead  at  Waldbaum's.  It's  like 
an  Arabian  bazaar.  There  are  many 
different  shops,  but  all  are  owned  by 
the  same  family. " 

Protits  are  using  at  A&P  from 
d  levels,  with  pretax  mar- 
gins fattening  by  25%  this  year  to 
better  than  all  but  one  of  A&P's 
'i  competitors.  Only  Alb  rtson's 
better.  'Margins  arc  moving 
right  direction,"  savs  Haub. 
helped  by  the  d^  cline  in 
■  ices.  Coffee,  cocoa  .<p.d 


sugar  have  all  been  falling.  Not  all  the 
savings  has  to  be  given  back  immedi- 
ately to  the  customer." 

Haub  is  not  nearly  so  ebullient 
when  discussing  Tengelmann's  pros- 
pects in  Germany,  where  antitrust 
laws  prevent  him  from  pursuing  fur- 
ther acquisitions.  Haub  is  also 
hemmed  in  by  Germany's  antiquated 
Ladettschlussgesetz,  the  law  that  forces 
shops  to  close  no  later  than  6:30  p.m. 
on  weeknights. 

Reflecting  Tengelmann's  prospects, 
Haub  spends  less  than  half  the  year  in 
Germany.  He  lives  mostly  in  Toron- 
to, but  keeps  a  house  on  Puget  Sound, 
near  Tacoma,  Wash,  as  well.  Earlier 
this  year  he  opened  negotiations  to 
buy  $4.3  billion  (sales)  Stop  &  Shop 
Cos.,  but  lost  out  to  Kohlberg  Kravis. 
"I  am  hungry  for  expansion,"  says 
Haub.  "The  capital  and  the  lines  of 
credit  are  ready.  Better,  with  just  one 
person  at  the  top,  we  can  move  very 
quickly." 


"There  is  a  big  cost  saving  in  havina 
a  board  with  only  one  member,"  add  J 
sole  board  member  Haub,  whosel 
three  grown  sons,  all  born  in  Americal 
have  not  yet  joined  Tengelmannf 
"There  are  no  dividend  payments  tc| 
be  made,  no  remuneration  for  a  large 
board,  and  lower  expenses.  This  mon-l 
ey  can  all  be  plowed  back  into  the| 
business." 

That  hoary  Ladenschlussgesetz  lawl 
and  Haub's  residential  preferences  arel 
reminders  of  how  German  merchants! 
and   food   merchants    in   particular,! 
have  long  suffered  from  a  low  social| 
standing.     Haub's     patrician     great- 
grandfather, Wilhelm  Schmitz,  wasl 
unwilling  to  tarnish  his  own  namel 
when  he  opened  his  first  grocery  store! 
in  1893.  Instead,  he  named  the  store] 
after  one  of  his  salesmen,  Emil  Ten- 
gelmann. "One  reason  I  enjoy  work- 
ing in  the  U.S.,"  says  Haub,  "is  thatl 
the  supermarket   business  is  much| 
more  highly  thought  of  there."  ■ 


"Sewing  is  almost  dead, "  laments  a  long- 
time home  economics  teacher.   So  how\ 
does  House  of  Fabrics,  Inc.  spin  record] 
sales  and  profits? 


A  stitch 
in  time 


By  Blare  Beauchamp 


COMMON  SENSE  SUGGESTS  the 
tabnc  retailing  business 
should  be  in  tatters.  Working 
women  have  little  time  or  energy  to 
sew  clothes.  Besides,  it's  hardly  nec- 
essary with  stores  bursting  with 
cheap  imported  ready-to-wear,  in- 
cluding petite  and  large  sizes.  And 
fewer  women  know  how  to  sew.  This 
once  indispensable  skill  is  hardly 
taught  anymore  in  elementary  and 
high  schools  as  a  result  of  flagging 
interest  and  budget  cuts. 

Sewing  is  almost  dead,"  laments 
Ann  Lee  Schreiher,  who  has  taught 
home  economics — mainly  sewing  and 
cooking — for  more  than  20  years  in 
the  Brookhne  public  school  system 


west  of  Boston.  "We've  gotten  away 
from  stitching  and  stirring  in  favor  of 
drug  education,  sex  education  and 
consumerism." 

No  wonder  the  industry's  numbers 
are  grim.  Fabric  retailing,  a  $3.5  bil- 
lion business,  hasn't  grown  in  12 
years.  Adjusted  for  inflation,  it  has 
shrunk.  Meanwhile,  the  number  of 
fabric  retail  outlets  has  dropped,  from 
40,000  to  around  10,000,  as  depart- 
ment stores  and  major  retailers  like 
I.C.  Penney  and  Montgomery  Ward 
have  folded  their  low-volume  home 
fabric  departments. 

Barney  Sofro,  however,  isn't  wring- 
ing his  hands.  Sofro,  46,  is  chairman 
of  $322  million  (1988  sales)  House  of 
Fabrics,  Inc.,  founded  in  1946  by  So- 
fro's  father  and  uncle  and  now  the 
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It  was  designed  and  built  by 


one  of  the  leading  aerospace 


companies  in  the  world. 


Whose  vast  technological 


resources  and  engineering 


mastery  have  yielded  three 


generations  of  military 


aviation  legends.  This  is  why 


its  aerodynamics  are  more 


refined,  its  construction 


more  precise,  its  technology 


FALCON  50 


more  advanced. 


It  is  no  mere  business  jet. 


It  is  the  Falcon  Jet. 


A  higher  standard. 


For  information,  call  Roger  Hazelton, 

Senior  Vice  President  of  Marketing,  at  (20l)59}-8056. 


FalconJet 

Teterboro,  New  Jersey  07608 
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The  pictures  on  the  screens  of  these  four  Kodak  systems 

are  indeed  beautiful  to  business  people,  for  these  images  help 

improve  office  productivity  and  cost  efficiency. 

The  picture  might  be  an  invoice  or  letter,  digitized 
and  stored,  later  retrieved  and  distributed  in  seconds,  by  an 
information  management  system. 

Or  a  technical  manual,  created  and  produced 
on  demand,  in  a  fraction  of  the  usual  time,  at  a  fraction  of  the 
usual  cost,  on  an  electronic  publishing  system. 

Or  a  menu  for  turning  out  computer-generated 
originals  at  92  a  minute  on  a  high-speed  non-impact  printer. 
Another  controls  a  computerized  microfilm  system 
which  can  search  for,  find  and  copy  up  to  7,000  filed 
documents  a  day 

Just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  7  800  445-6325,  Ext.  960. 


The  new  vision  of  Kodak 
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House  of  Fabrics  Gary  Larkins  and  Barney  Sqfro 

Prospering  in  a  shrinking  market  by  changing  with  their  customers. 


nation's  largest  home  sewing  and 
craft  retailer,  with  662  stores  in  43 
states.  Based  in  Sherman  Oaks,  a  Los 
Angeles  suburb,  the  company  has  in- 
creased its  sales  every  year  since  it 
went  public  in  1965.  Profits  for  the 
year  ending  Jan.  3 1 ,  1 989  are  expected 
to  top  1985's  record  $11.3  million 
House  of  Fabrics  is  one  of  seven  large 
chains — others  include  $298  million 
(sales)  Hancock  Fabrics  and  $267  mil 
lion  (sales)  Fabri-Centers  of  Ameri- 
ca— that  now  control  about  40%  of 
the  market.  Their  competition:  some 
7,500  local  independents  and  dis- 
count chains  like  Zayre  Corp.  and 
Wal-Mart  Stores. 

How   has   House   of   Fabrics   pros- 
pered   in    a    shrinking    market?    By 
ig    wuh    its    customers.    Ten 
»  70%  ol  its  vilcs  came  from 
fabric.  That  accounts  for  only  47% 
the  company  has  expanded 
s  such  as  knitting  and 
kitschy  do-it-your- 
lacks  like  stuffed  animals, 


hearts  and  decorative  wreaths.  Crafts 
now  account  for  11%  of  sales.  The 
remainder  comes  from  "notions" — 
garment  patterns,  buttons,  thread, 
ribbons  and  the  like — and  from  sew- 
ing machines. 

Ten  years  ago  nearly  all  fabric  sold 
was  used  to  make  garments.  Today 
almost  half  of  it  is  used  in  home  deco- 
ration— to  make  lampshades  or 
drapes  or  to  upholster  sofas  and 
chairs.  Quilted  fabrics  printed  with 
Mickey  Mouse,  the  Cookie  Monster, 
Popeye  and  Olive  Oyl  are  stitched 
into  baby  blankets  or  bedspreads.  So- 
fro  also  cashes  in  on  holidays.  For 
Christmas  he  stocks  bolts  of  red  and 
green  material  and  fabric  printed  with 
Santas  or  Biblical  scenes.  Around  Hal- 
loween he  moves  a  lot  of  orange, 
black  and  white  cloth  (along  with 
masks  and  makeup). 

Which  is  not  to  say  he  has  given  up 
on  the  woman  who  wants  to  sew  her 
own  blouse,  skirt  or  suit.  Fondling  a 
bolt  of  100%  wool  fabric  in  the  com- 


pany's Santa  Monica,  Calif,  store,  he 
says,  "We're  an  alternative  to  expen- 
sive, poorly  made  ready-to-wear."  To 
attract  and  keep  that  woman  (surveys 
suggest  she's  typically  between  35 
and  55  years  old,  upper  income,  edu- 
cated, with  children  between  6  and  17 
years  old  and  employed  part-  or  full- 
time),  Sofro  has  to  stock  8,000  bolts  of 
cloth — from  wool,  rayon  challises  and 
100%  cottons  for  suits  and  skirts  to 
metallic  brocades  for  formal  wear. 

Inventory,  which  in  the  fabric  busi- 
ness turns  over  only  2.5  to  3  times  a 
year,  is  the  main  challenge.  "Nothing 
has  a  worse  inventory  turn  than  our 
business,  so  we  can't  make  mis- 
takes," says  the  company's  45-year- 
old  chief  executive,  Gary  Larkins,  a 
former  Big  Eight  accountant.  To  re- 
duce the  chance  of  bad  buys,  fabrics 
are  now  selected  by  a  seven-person 
committee  that  includes  four  women. 
Only  two  years  ago  that  task  was  han- 
dled by  the  company's  buyers,  all  but 
one  of  them  male.  "It  seems  so  ob- 
vious," says  Larkins,  "I  don't  know 
why  we  didn't  do  it  before." 

To  keep  enough  stock,  in  sufficient 
variety,  on  hand,  Sofro  embarked  in 
1984  on  a  seven-year  makeover  of  the 
company,  moving  from  4,400-square- 
foot  stores  in  shopping  malls  to 
12,000-square-foot  freestanding  "su- 
per stores."  The  changeover  appears 
to  be  working:  Super  stores  will  ac- 
count for  42%  of  the  company's  out- 
lets this  year  but  51%  of  expected 
sales  and  58%  of  operating  profits. 

Despite  good  earnings  prospects, 
House  of  Fabrics — as  well  as  the  rest 
of  the  fabric  retail  industry — has  been 
largely  overlooked  on  Wall  Street. 
House  of  Fabrics,  recently  17,  trades 
at  1 1  times  trailing  earnings  and  only 
12  times  book  value.  Sofro  and  other 
insiders  control  14.5%  of  the  com- 
pany's 6.6  million  shares.  He  pro- 
fesses to  be  unconcerned  about  a  take- 
over, however.  The  company's  only 
major  property  is  its  72,000-square- 
foot  Sherman  Oaks  headquarters;  all 
the  stores  are  leased. 

Still,  Sofro  knows  he's  got  to  get 
more  young  women  interested  in 
sewing.  Thus  he  is  starting  in-store 
sewing  classes.  He  also  believes  that 
the  next  recession  could  herald  a  re- 
surgence in  home  sewing  (the  indus- 
try has  traditionally  done  well  in  eco- 
nomic hard  times). 

Sofro  says  that  the  shakeout  of  the 
past  1 2  tough  years  has  now  created  a 
supply-demand  balance  in  the  fabric 
retail  business.  "The  fabric  business 
is  very  much  alive  and  well,"  Sofro 
declares.  "It's  been  on  the  scene  for 
thousands  of  years,  and  it  will  be 
around  forever."  ■ 
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IVAen  /r  comes  to  your 
i/n/aue  distribution  needs, 

whether  it's  toys  needed  for  the 
Christmas  rush  or  inventory  to  meet 
a  production  schedule,  there's  no 
substitute  for  superior  service. 

That's  why,  for  your  airfreight 
shipments,  Flying  Tigers  developed 
International  Distribution  Service  or 
IDS.  It's  the  best  way  to  ship  from 
Taiwan,  Japan,  South  Korea  and 
Hong  Kong  to  55  metropolitan  areas 
in  the  U.S.,  covering  over  24,000 
communities. 

IDS  otters  next  morning 
arrival.  IDS  assures  next  business 
day  arrival  from  Asia  to  the  U.  S.  And 
with  IDS,  you  can  provide  for  your 
own  Customs  clearance  or  we  can 
do  it  for  you. 

No  matter  what  the  ship- 
ment, there's  always  room.  With 
IDS  there  are  no  size  or  weight 
limits.  On  the  world's  largest  747 
freighter  fleet,  Flying  Tigers  specifi- 
cally reserves  space  on  its  daily 
flights  for  IDS  shipments. 

Flying  Tigers  IDS.  Superior 
service  for  your  business  from  Asia 
to  the  U.S. 

WE  RE  TAKING 

CARE  OF 

BUSINESS. 
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FLYING 
TIGERS 

A  TIGER  INTERNATIONAL  COMPANY 


MISSING  AN  ENTIRE  DIMENSION  OF  COMMUNICATIONS'! 


YOUR  TELEPHONE  COMPANY  HAS  IT  ALL 

Besides  offering  every  phone  feature 

you  could  want,  your  telephone  company  can 

connect  your  computers  as  well.  Personal 

computers  or  hosts,  local  or  wide  area  networks— 

they  can  link  them  all,  using  Meridian*  Digital  Centrex 

from  Northern  Telecom.  For  a  few  phones  or  a 

complete  corporate  communication  system, 

ask  your  telephone  company  for 

Meridian  Digital  Centrex  Ifs  all  you  need. 
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McDonald's  didn't  get  to  be  ichiban  by 
hiding  in  the  kitchen.  The  severity  of  its 
price  initiative  is  showing  the  competition 
what  it  takes  to  be  number  one. 

Japan's  Great 
Burger  War 


By  Richard  Phalon 


WHEN  HISTORIANS  BEGIN  tO 
put  together  the  origins  of 
Japan's  Great  Hamburger 
War — McDonald's  versus  All  Com- 
ers— they  may  well  fix  the  flash  point 
as  early  as  January  of  this  year. 
That  was  when  McDonald's  (Japan), 
50%  owned  by  McDonald's  Corp., 
dropped  the  "Thank  You  Setto"  on 
the  competition. 

The  setto  (combination  deal) 
seemed  guileless  enough.  It  was  billed 
as  a  return  for  the  customer  loyalty 
that  has  made  McDonald's  the  biggest 
($1.1  billion  sales)  and  most  profitable 
purveyor  of  "hambagaa"  in  Japan.  For 
a  bargain  390  yen  (about  $3)  McDon- 
ald's began  practically  giving  away  a 
packet  of  goodies  (burger,  small  por- 
tion of  french  fries  and  small  soft 
drink),  which,  if  purchased  individ- 
ually, would  have  cost  540  yen 
($4.15). 

While  a  projected  12%  increase  in 
sales  for  this  year  suggests  that  cus- 
tomers viewed  the  heavily  promoted 
package  (and  other  selective  price 
cuts)  as  a  welcome  grace  note,  the 
competition  thought  it  smelled  suspi- 
ciously like  discounting.  The  fat,  so  to 
speak,  was  in  the  fire  and  Japan's  huge 
$2.7  billion  franchised  burger  busi- 
ness hasn't  been  the  same  since. 

Scout  one  of  the  major  sectors  of 
the  Great  Burger  War— Tokyo's  Shi- 
buya  Center,  a  showcase  30  feet  wide 
and  two  football  fields  long  that  curls 
through  a  major  shopping  center  and 
night  town.  Over  a  good  weekend  the 
street  seethes  with  an  endless  weave 
of  maybe  a  half-million  of  the  free- 
ding  young  people  who  are  the 
franchisors  prime  market. 

east  ten  fast  food  outlets  com- 

illey,  and  signs  of  the 

se  to  McDonald's  winter  offen- 


sive are  everywhere.  The  Korean- 
owned  Lotteria  chain  (see  following 
story),  number  two  in  the  trade,  has 
cut  a  590-yen  ($4.50)  basic  value  set 
(chicken  burger  with  lettuce,  small 
portion  of  fries  and  a  medium-size 
soft  drink)  to  380  yen  ($2.90).  The 
windows  of  Morinaga  Confectionery 
Co.'s  Love  store  down  the  block  coo 
seductively  of  a  620-yen  package  (Ter- 
iyaki  burger,  large  fries  and  a  small 
drink)  marked  down  to  550  yen 
($4.25).  Suntory's  First  Kitchen  outlet 
across  the  street  touts  a  350-yen 
($2.10)  Bacon  Egg  Burger  special  ("Ba- 
con Gourmet's  Set")  in  what  looks 
like  a  low-end  knockoff  of  McDon- 
ald's best-selling  Egg  McMuffin. 

Did  the  Great  Hamburger  War, 
like  so  many  conflicts,  erupt  out  of 
miscalculation?  It  is  possible  that 
McDonald's  intended  its  Thank  You 
Setto  as  nothing  more  than  a  bit  of 
dull-winter-season  ballyhoo.  There's 
no  doubt  whatever,  though,  that  it 
has  escalated  into  a  bloodletting  that 
could  seriously  puncture  everyone's 
profit  margins. 

"It's  a  real  war,"  says  Kazuhiro  Ko- 
bayashi,  a  marketing  man  at  MOS 
Food  Services,  Japan's  third-ranked 
and  most  aggressive  burger  chain. 
And  the  war  is  likely  to  continue  rag- 
ing with  a  ferocity  that  may  drive  the 
weakest  of  Japan's  20  burger  chains 
out  of  the  game. 

All  of  the  elements  that  have  made 
burgers  in  particular  and  fast  food  in 
general  such  a  good  business  are  still 
in  place.  Rising  personal  incomes, 
more  leisure,  more  women  in  the 
work  force  and  the  demographic  push 
of  a  second  baby  boom  all  mean  more 
eating  out. 

There  are  limits,  though,  to  the 
number  of  hamburgers  that  even  the 
omnivorous  Japanese  stomach  can  ab- 
sorb. Novelty  items  like  frozen  yogurt 


and  Domino's  scooter-delivered  piz- 
zas are  pinching  off  more  of  the  fast- 
food  dollar.  And  while  older,  estab- 
lished outlets  like  Kentucky  Fried 
Chicken  and  Mr.  Donuts  are  still 
racking  up  brisker  double-digit 
growth,  McDonald's  is  clearly  set- 
tling into  mature  middle  age.  "It's  far 
less  than  in  the  beginning,"  concedes 
a  spokesman. 

Thus  the  primary  thrust  of  McDon- 
ald's winter  offensive — discounting — 
has  to  be  read  as  one  of  the  classic 
signs  of  a  maturing  market.  It  also  has 
to  be  read  as  an  effort  to  hold  market 
share  against  the  inroads  of  MOS  (for 
Morning,  Ocean  and  Sun)  Foods, 
which,  thanks  to  an  all-out  franchis- 
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McDonald's  franchise  in  Tokyo 

A  heavy  yen  lightened  the  cost  of  mountains  of  imported  beef  and  Idaho  potatoes. 


ing  drive,  now  has  more  stores  in 
Dlace  than  McDonald's  (727  vs.  620). 

The  MOS  outlets  tend  to  be  spotted 
m  suburban  locations — a  strategy  dic- 
tated until  fairly  recently  by  a  short- 
age of  capital.  McDonald's  big  outlets, 
most  of  them  spudded  into  prime 
iowntown  locations  well  before  a 
speculative  boom  in  real  estate  raised 
:he  cost  of  entry  to  nosebleed  levels, 
generate  on  average  about  $1.7  mil- 
'ion  in  sales. 

That  is  four  times  the  average  MOS 
ogged  last  year,  but  the  intensity  of 
the  smaller  company's  saturation 
'campaign  is  pecking  away  at  McDon- 
ald's position  as  ichiban,  or  number 
Jne.  Three  years  ago  MOS'  sales  were 


less  than  14%  of  McDonald's.  They 
are  now  30%  and  still  growing.  They 
are  growing  because  MOS,  founded  1 7 
years  ago  by  three  former  stockbro- 
kers, has  shrewdly  exploited  a  market 
niche.  Its  shtick:  burgers  that  are  tai- 
lored to  the  Japanese  taste,  a  clear 
choice  over  McDonald's  distinctly 
American  style.  One  of  MOS'  best 
sellers  is  the  "rice  burger."  No  bread, 
but  a  spicy  mixture  of  pork  and  beef 
sandwiched  between  the  kind  of 
densely  packed  layers  of  rice  that  are 
balm  to  the  Japanese  soul. 

McDonald's,  of  course,  is  itself  no 
slouch  in  dreaming  up  new  products 
that  are  essential  to  growth,  and  the 
severity  of  its  winter  initiative  shows 


that  middle  age  is  by  no  means  synon- 
ymous with  complacency. 

As  to  profit  margins,  they  are  off  by 
about  the  thickness  of  a  280-yen 
($2.15)  burger — from  6.7%  on  sales  of 
130.4  billion  yen  ($1  billion)  two  years 
ago  to  around  6.5%  on  this  year's  esti- 
mated sales  of  160.9  billion  yen  ($1.2 
billion).  There  is  a  lot  of  generalship 
hidden  in  those  numbers.  McDon- 
ald's began  discounting  at  a  time 
when  the  heavy  yen  made  a  signifi- 
cant dent  in  the  cost  of  the  mountains 
of  beef  and  Idaho  potatoes  it  imports 
from  the  U.S.  A  lighter  yen  could 
hurt.  For  now,  though,  the  "Thank 
You  Setto"  looks  like  a  successful 
holding  action,  at  the  least.  ■ 
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Noweverytour: 


Eighty-Eyt 


today's  automobiles,  this  family 
car  still  has  comfortable  room 
his  is  undeniably  one  of  the     for  six.  With  velour  seats,  four- 
most  attractive  travel  packages   season  air  conditioning  and 
nd.The  new  OldsmoNle"    AM/FM  stereo,  all  standard. 
•/Light  Royale.  Equally  comforting  are  the 

Mike  so  many  other  of     available Teves  anti-lock  brak- 


ing system  and  supplement 
inflatable  restraint  system  o: 
the  driver  side. 

The  very  responsive  38 
V6  engine,  with  sequential 
port  fuel  injection,  provides 
the  power.  While  front- whe 


c  1968  GM  CofP  All  nghts  reserved 


Left  get  it  together 
...buckle  up. 


GM 


i/e  and  four-wheel  indepen- 
jit  suspension  provide  agility. 

For  those  who  prefer  an 
.ressive  road  feel,  a  special 
iring  Car  Ride  and  Handling 
pension  Package  is  available. 

The  new  Oldsmobile 


Eighty-Eight  Royale.  Next  time 
an  airline  offers  you  a  travel 
upgrade,  tell  them  you've 
already  got  one. 

For  more  information, 
write:  Oldsmobile  Eighty-Eight 
Royale  Catalog,  Post  Office 


Box  14238,  Lansing,  Michigan 
48901.  Better  yet,  visit  your 
local  dealer  for  a  test  drive. 

^OLDSMOBILE 


The  personal  fortune  of  Shin  Kyuk-ho,  alias 
Takeo  Shigemitsu,  already  exceeds  $8  bil- 
lion And  he  s  just  beginning. 

"I  think  about 

business 
all  day  long" 


By  Andrew  Tanzer 


.•/  founder  Shin  Kyuk-bo/Tal  oSbigemitsu 
"People  will  remember  me  by  Lotu  World." 


Of  all  the  tales  of  self-made 
Asian  billionaires,  the  story  of 
Takeo  Shigemitsu  is  surely  one 
of  the  most  intriguing.  Born  Shin 
Kyuk-ho  in  Ulsan,  South  Korea,  Shi- 
gemitsu built  a  billion-dollar  confec- 
tionery empire  in  Japan  after  immi- 
grating there  during  World  War  II.  In 
the  1960s  Shigemitsu,  who  is  still  a 
Korean  citizen,  began  investing  in 
South  Korea  and  eventually  created 
another  billion-dollar  conglomerate. 
All  told,  Shigemitsu's  net  worth  tops 
$8  billion  and  is  rising  rapidly. 

In  Japan,  Shigemitsu's  19-company, 
$2  billion  (1987  sales),  privately 
owned  Lotte  Group  includes  fast 
foods,  a  delicatessen  chain,  a  profes- 
sional baseball  team  and  vast  real  es- 
tate holdings.  Lotte  is  Ja- 
pan's biggest  and  most 
profitable  confectionery 
company,  producing 
candy,  cookies,  snacks 
and  ice  cream.  It  also 
controls  over  70%  of  the 
$500  million  chewing 
gum  market.  Shigemit- 
su, 65,  owns  member- 
ships in  over  300  Japa- 
nese golf  courses — no 
small  asset  in  a  country 
where  membership  in  a 
top-ranked  club  can 
trade  for  over  $2  million. 
In  Korea,  the  24-com- 
pany  ($3  billion  sales), 
mostly  private,  Lotte 
Group  consists  of  hotels, 
department  stores,  con- 
fectioneries, processed 
meat,  fast  foods,  petro- 
chemicals, aluminum, 
construction,  trading, 
banking  and  a  profes- 
sional baseball  team. 
Among  other  things, 
Lotte  Korea  controls 
60%  of  the  chewing  gum 
market,  bottles  Pepsi, 
distributes  Fuji  film  and 
is  the  monopoly  export- 
er of  Korean  red  ginseng 
tea.  The  Group  is  cur- 
rently building  the 
mammoth  $1  billion 
Lotte  World,  which  will 
open  later  this  year.  This 
project  includes  the 
world's  largest  indoor 
theme  park,  two  hotel 
towers  and  one  of  Asia's 
largest  department 

stores. 

Shigemitsu  didn't  al- 
ways think  so  big.  In  a 
rare  interview,  the  rcclu- 
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sive  and  slightly  shadowy  tycoon  re- 
cently provided  some  details  of  the 
early  years.  Forbes  met  with  the 
stem,  slender  multibillionaire  in  his 
suite  of  rooms  in  the  massive  Hotel 
Lotte  in  downtown  Seoul.  Shigemit- 
su's  office  is  decorated  with  Italian 
rococo  furniture.  A  go  board  and  steel 
safe  sit  in  the  corner.  Shigemitsu,  an 
accomplished  go  player,  usually  plays 
by  himself. 

The  eldest  of  ten  children,  Shige- 
mitsu moved  to  Tokyo  in  1943  and 
studied  at  Waseda  technical  high 
school  while  working  as  a  milk  deliv- 
ery boy.  An  aspiring  novelist,  he  de- 
cided to  study  engineering  instead  of 
literature  because  it  was  a  draft  dodge 
during  the  war.  Shigemitsu  was  some- 
thing of  a  romantic:  The  name  Lotte 
was  adapted  from  Charlotte,  the  hero- 
ine in  Goethe's  The  Sorrows  of  Young 
Werther.  His  first  dreams  were  not  of 
business  empires.  "I  despised  those 
who  made  money,"  he  told  Forbes. 

But  even  before  the  war  ended  he 
had  set  up  his  first  venture,  a  cutting 
oil  business.  The  operation  was  de- 
stroyed in  a  U.S.  bombing  raid.  After 
the  war  Shigemitsu  began  making 
hair  cream  and  soap.  In  1948  he  en- 
tered the  chewing  gum  business. 

"All  consumer  products  were 
scarce,"  he  recalls.  "U.S.  GIs  were 
giving  out  gum.  I  thought  it  would  be 
a  hit  product." 

How  Lotte,  the  youngest  of  Japan's 
five  big  confectionery  companies, 
gained  dominance  in  the  chewing 
gum  market  is  a  miraculous  tale  all  by 
itself.  Despite  the  centuries-old  ani- 
mosity between  Korea  and  Japan,  Shi- 
gemitsu maintains  that  he  had  little 
trouble  doing  business  in  Japan.  "Jap- 
anese have  a  sense  of  supremacy  over 
other  peoples,"  he  says,  "but  I  didn't 
encounter  any  difficulty  in  doing 
business." 

As  a  practical  matter,  moreover, 
consider  that  hundreds  of  Japanese 
gum  manufacturers  were  in  the  post- 
war market.  But  Lotte  was  the  first  to 
import  chicle,  a  natural  base  used  for 
gum,  while  competitors  were  using  a 
synthetic  base.  Lotte  officials  admit 
that  during  the  U.S.  occupation  the 
company  acquired  chicle,  sugar  and 
other  ingredients  on  the  black  mar- 
ket. "I  thought  the  only  way  to  win 
was  to  make  the  best  quality,"  ex- 
plains Shigemitsu. 

Lotte  also  worked  on  its  retail  net- 
work, convincing  shopkeepers  to  give 
its  product  good  display.  The  compa- 
ny was  a  pioneer  in  radio  advertising, 
labeling  its  gum  "lover  of  the  mouth" 
in  a  highly  successful  campaign  in  the 
Fifties. 

For  Shigemitsu,  a  terse  and  reserved 
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man,  success  begat  success:  "When 
gum  became  the  market  leader  and  I 
couldn't  expand  any  more,  I  went  into 
chocolate.  My  principle  is  once  I 
make  one  item  second  to  none,  I 
move  on  to  another." 

Shigemitsu  eventually  added  a  cor- 
nucopia of  junk  foods  and  other  cash- 
generating,  low-investment  consum- 
er products.  He  put  large  chunks  of 
his  confectionery  profits  into  Tokyo 
real  estate,  buying,  for  instance,  a  2.2- 
million-square-foot  piece  of  re- 
claimed land  in  the  1960s,  near  the 
current  site  of  Tokyo  Disneyland. 

Shigemitsu  returned  to  South  Korea 
in  1967  and  set  up  a  confectionery 
company.  "I  wanted  to  contribute  my 
experience  in  Japan  to  Korea's  econo- 
my," he  says.  In  the  1970s  the  junk 
food  king  built  Seoul's  biggest  hotel 
and  fanciest  department  store  and  in- 
troduced fast  foods  to  the  country.  He 
acquired  aluminum,  petrochemical, 
construction  and  beverage  companies 
and  shares  in  the  Bank  of  Pusan. 

He  now  commutes  between  Tokyo 
and  Seoul.  "Sometimes  when  I'm  in 
Korea,  I  forget  that  I'm  not  in  Japan," 
he  jokes. 

Business  associates  are  amazed  at 
his  command  of  numbers,  despite  the 
fact  that  he  seldom  takes  notes.  "As  a 
businessman,  one  should  remember 
the  key  numbers,"  Shigemitsu  ex- 
plains. "I  think  about  business  all  day 
long.  Sometimes  I  forget  my  tele- 
phone number,  though." 

Shigemitsu's  head  for  figures  will 
be  severely  tested  by  his  colossal 
Lotte  World  project.  A  sort  of  indoor 
Disneyland  near  the  Olympic  stadi- 
um in  suburban  Seoul,  Lotte  World 
will  house  a  20-acre,  four-story  high- 
tech  theme  park  covered  by  one  of  the 
world's  largest  glass  domes.  The  fan- 
tasyland,  designed  by  Battaglia,  Inc.  of 
Irvine,  Calif.,  will  include  hot  air  bal- 
loons, fiber-optic  fireworks  and  wa- 
terfalls. The  indoor  park  will  be  at- 
tached by  monorail  to  an  outdoor 
theme  park  set  in  the  middle  of  a 
man-made  lake. 

Lotte  expects  the  theme  park  to  at- 
tract 10  million  visitors  a  year.  Add  in 
the  shopping  centers,  hotels,  indoor 
golf  course,  sports  center  and  Korean 
folk  village,  and  the  company  antici- 
pates up  to  400,000  visitors  a  day  to 
the  $1  billion  project.  If  the  indoor 
theme  park  succeeds,  Shigemitsu  will 
consider  building  two  more,  near  To- 
kyo and  New  York. 

Fantasy?  Shigemitsu  has  brilliantly 
anticipated  social  trends  before.  "Ko- 
rea is  motorizing,"  he  points  out.  "On 
the  weekend  families  are  going  out 
together  more.  People  will  remember 
me  by  Lotte  World."  ■ 


BPAmeriea.To  make 
all  the  parts  run  smod 
tate  more  than  a 

I      JJ  BP  America  is  the  dramatic  synthesis  of  two  very  complementary 

1TTP     f\i  companies. 

II   It         V/l  L  •  ^  ^e  or^nal  developer  of  oil  in  the  Middle  East  and  the 

North  Sea,  is  known  as  a  great  explorer  and  producer. 

Standard  Oil,  the  original  Standard  Oil  Company  founded  118  years  ago  by  John  D.  Rockefeller, 
recognized  as  an  outstanding  refiner  and  marketer. 

Together,  these  skills  provide  the  best  of  both  worlds  in  the  volatile  business  of  oil. 

But  this  balance  of  oil  expertise  is  not  the  only  benefit.  A  focused  diversity  of  other  businesses 
helps  to  balance  BP  America's  total  corporate  portfolio. 

Today,  BP  America,  located  in  Cleveland,  Ohio,  is  a  major  partner  in  a  global  enterprise.  Its  futur| 
will  be  shaped  by  the  combined  strengths  of  two  great  companies. 

It  is  the  best  of  both  worlds. 


Every  day,  BP  America  pumps 
more  than  850,000  barrels  of 
crude  oil  and  natural  gas 
liquids  Our  net  proven  reserves 
now  total  more  than  3  billion 
barrels  And  the  search 
continues  for  new  oil  in  Alaska. 
California,  and  the  Gulf 
of  Mexico 


Our  Old  Ben  Coal  subsidiary  supplies  electric  utilities  and 
other  maior  customers  with  a  dependable  source  of  energy 
New  state-of-the-art  mining  equipment  is  lowering 
our  costs 


Acrylonitnle,  acetic  acid,  and  ammonia  are  basic  chemicals 
used  by  industries  as  diverse  as  textiles,  plastics,  paints, 
and  agriculture  BP  America  is  a  maior  producer  and  marketer 
of  these  and  other  chemicals 


BP  Minerals  America  is  modernizing  the  huge  Bingham 
Canyon  mine  in  Utah  to  make  it  become  one  of  the  worli 
lowest-cost  producers.  In  Canada,  our  QIT  subsidiary  i: 
the  world's  leading  producer  of  titanium  dioxide  slag  foj 
the  pigment  industry.  We  also  have 
major  gold  and  silver  interests. 


BP  America  owns  50%  of  the  800  mile  TransAlaska  pipeline  Within  the  Lower  48  States,  we  use  a  network  of  more  than  11.400  miles  of  pipeline,  owning  directly| 
more  than  2.300  miles  We  also  operate  a  large  fleet  of  U  S  flag  tankers,  bringing  oil  from  Alaska  to  ports  on  the  West  Coast  and  the  Gulf  of  Mexico. 


America  is  the  nation's  largest  supplier  of  bunker  fuels  to  the  marine  industry.  We  have  terminals  in  most  major 
>.  seaports.  We  also  supply  more  than  100  domestic  and  international  airports  in  the  U.S.,  retaining  an  8% 
rket  share. 


BPAmerica  sells  gasoline  and  diesel  fuel, 
lubricants,  natural  gas,  and  many  other 
petroleum  products.  Prime  brand  names 
are  Sohio,*  Boron?  BP*  and  -in  eight 
southeastern  states  -Gulf"  Retail  prod- 
ucts are  marketed  at  7,550  retail  outlets. 


America's  refineries  are  exceptionally 
Jductive  and  last  year  operated  at  93% 
Dacity,  compared  with  an  industry 
erage  of  84%. 


Our  lightweight  composites,  and  other  advanced  material 
technology,  are  finding  a  ready  market  in  aerospace,  automotive, 
and  marine  industries.  And  we  are  an  innovator  in  high- 
temperature  structural  and  electronic  ceramics. 


BP  AMERICA 

THE  BEST  OF  BOTH  WORLDS 


The  FAA's  Allan  McArtor  wants  the  civil 
aviation  world  to  adopt  the  fancy  Tiltrotor. 
Its  a  mighty  hard  sell. 


Whirlyflak 


By  Howard  Banks 


T|  o  practically  anyone  who 
will  listen,  T.  Allan  McArtor, 
head  of  the  Federal  Aviation  Ad- 
ministration, is  trumpeting  the 
praises  of  the  Tiltrotor,  the  part-heli- 
copter, part-plane  aircraft  being  devel- 
oped jointly  by  Boeing  and  Textron's 
Bell  Helicopter  to  carry  Marines  on 
assault  missions.  Asserting  that 
"Tiltrotor  is  one  of  the  most  exciting 
technologies  to  have  appeared," 
McArtor  hopes  to  convince  the  civil- 
ian aviation  community  that  it  has 
great  commercial  as  well  as  military 
promise.  He  even  tried  to  sell  the  idea 


to  top  European  aviation  officials  at  a 
private  breakfast  at  the  U.S.  embassy 
in  London  during  the  recent  Farnbor- 
ough  air  show.  But  McArtor's  pitch  is 
marred  by  some  inconvenient  facts. 

A  dream  in  designers'  eyes  for  50 
years,  the  Tiltrotor  technology  is  now 
feasible  and  sounds  like  a  perfect  an- 
swer to  increasingly  crowded  air 
lanes.  It  can  take  off  and  land  vertical- 
ly like  a  helicopter  and,  with  its  twin 
rotors  tilted  forward,  can  fly  at  speeds 
of  up  to  360  miles  per  hour,  like  a 
turboprop.  Proponents  see  Tiltrotor 
replacing  conventional  commuter  air- 
craft on  routes  up  to  300  miles. 

So  what's  the  problem?  Tiltrotor, 


■BOB 

Mian  McArtor 
r  is  fun  to  fly,  but  who  will  buy? 


the  first  prototype  of  which  is  due  to 
fly  later  this  year,  works  for  the  mili- 
tary, but  the  military  has  different 
standards  from  the  civilian  market 
when  it  comes  to  things  like  inherent 
safety  and  operating  costs. 

Helicopters  have  the  worst  safety 
record  in  aviation.  Tiltrotor's  greater  I 
complexity  at  critical  points — it  has,  f 
for  example,  four  transmission  gear- 
boxes— worries  many  engineers.  The 
rotors  (26  to  46  feet  in  diameter)  must  i 
be   capable   of   tilting  back   quickly 
from  plane-like  vertical  to  chopper- 
like horizontal,  regardless  of  any  me- 
chanical failure.  Otherwise  the  craft 
can't  land  safely.  Power  must  instant- 
ly be  passed  to  both  rotors  if  one  en- 
gine fails.  The  rotors  must  be  resis- 
tant to  any  bird  strike. 

With  today's  technology,  these  and 
other  technical  problems  can  be 
solved— with  lots  of  development 
money.  But  the  solutions  and  the  nec- 
essary redundant  systems  also  add 
weight  to  the  aircraft,  and  add  compli- 
cation to  its  maintenance  and  there- 
fore to  its  operating  costs.  A  joint 
FAA-NASA  study  into  the  civilian 
use  of  Tiltrotors  (led  by  Boeing's  com- 
mercial aircraft  division)  calculates 
that  the  operating  cost  of  a  31 -seat 
civilian  Tiltrotor  would  approach 
$850  an  hour,  versus  $180  for  the 
same  size  conventional  turboprops 
now  entering  service.  For  comparison, 
a  helicopter  of  the  same  size  costs 
around  $1,500  an  hour  to  operate. 

Tiltrotor's  proponents  retort  that 
the  craft  will  operate  from  downtown 
and  save  commuters  time  and  taxi 
fares  to  the  airport.  But  with  all  those 
extra  costs  to  cover,  Tiltrotor's  fares 
will  inevitably  be  very  high,  especial- 
ly operating  on  routes  that  are  even 
marginally  out  of  the  ordinary.  Many 
travelers  already  complain  about  the 
high  price  of  conventional  commuter 
airline  tickets. 

And  what  about  the  cost  of  the  mul- 
titude of  heliports  that  enthusiasts 
talk  of?  The  new  heliport  at  the  foot 
of  New  York's  Wall  Street  cost  $13 
million  (the  federal  government  con- 
tributed $6  million).  A  Tiltrotor 
base — or  "vertiport" — would  have  to 
be  much  larger;  when  its  rotors  are 
turned  to  the  horizontal,  a  75-seat 
Tiltrotor  would  cover  more  pavement 
than  a  130-seat  Boeing  737.  The  Tilt- 
rotor is  a  bit  quieter  than  a  helicopter. 
Even  so,  it's  a  safe  bet  that  many 
cities  will  not  happily  put  up  with  the 
additional  overhead  noise  from  the 
craft.  "It's  sure  not  going  to  sneak  in 
and  sneak  out,"  concedes  Lieutenant 
Colonel  Pete  Perduzzi,  director  of  the 
FAA's  Tiltrotor  special  project  office. 
Nor  do  many  airport  managers  see 
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Diners  Club  is  not  only  the  Government's  choice. 

We  also  provide  travel  management  services  to  over  one-half  of  the 

Fortune  500  Companies.  Give  us  a  call  at  1-800-458-4085. 

/^T^^  Diners  Club 

(  \  pi  B  International' 

anew 


©  1988.  Citicorp  Diners  Club  Inc. 
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'The  challenge  to  keep  pace  with  change  is  a  constant,"  says  Vice  President  Tony 
Cardinal  of  DuPont  Fibers,  the  largest  department  in  DuPont  and  the  world's  leading 
manufacturer  of  synthetic  fibers.  "Because  technology  accelerates  change,  we  must 
work  with  a  technological  leader.  Our  work  with  Digital  has  proven  to  be  extremely 
rewarding." 

Faced  with  increased  pressure  from  global  competition,  the  department  saw  the 
need  to  rethink  its  approach  to  market  leadership.  "We  wanted  total  integration  - 
from  the  factory  floor  to  the  marketplace  to  financial  and  administrative  offices," 

a 


Expertise  and 
technology  that  enabled 
DuPont  Fibers  to  stay  #1 
during  a  decade  of 
rapid  change." 


notes  Cardinal.  "Digital  worked  with  us  every  step  of  the  way  Together  we  planned, 
designed,  implemented  and  tested.  More  and  more,  we  have  information  when  and 
where  we  need  it.  Our  customers  tell  us  that  they  see  a  great  improvement  in  our 

(ssponsiveness  to  their  needs." 
According  to  Cardinal,  "Working  with  Digital,  sharing  our  goals  and  visions,  gives 
s  an  edge.  We're  staying  on  the  leading  edge  of  change,  where  we  want  to  be. " 
To  get  your  Digital  advantage  now,  write  to:  Digital 
quipment  Corporation,  200  Baker  Ave.,  West  Concord, 
Esachusetts  01742.  Or  call  your  local  Digital  sales  office. 
■  I  K 
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I  Equipment  Corporation  1V88  The  Digital  It >g< >  is  a  trademark  of  Digital  Equipment  Corporation. 


YOU  CALL  FOR  HELP  IN  PINELLAS  COUNTY, 
YOU  DONTHAVETO  SAY  ATHING. 


Calling  for  help  was  greatly  simplified  with  the 
introduction  of  the  911  emergency  phone    J 
number.  But  trying  to  get  essential 
information  from  callers  in  distress 
often  delayed  response  by  precious 
minutes. 

A  new  service,  developed  by 
McDonnell  Douglas  information 
specialists,  now  automatically  starts 
routing  the  caller's  address  and  other  L 


vital  details  to  emergency  crews  the  instant  911 
is  dialed.  Integrated  systems  like  this  one  in  the 
Clearwater,  Florida  area  conserve 
costly  emergency  equipment,  keep 
neighborhoods  safer,  and  bring  life- 
saving  help  speeding  on  its  way  in 
seconds. 

For  more  information,  write:  Emergency 
Data  Management,  McDonnell  Douglas. 
Box  14526,  St.  Louis,  MO  63178. 


MCDONNELL  DOUGLAS 


tPTEKS      TRAMING      SPACE  &  MISSILES      MILITARY  &  COMMERCIAL  AIRCRAFT      FINANCING 
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any  advantage  in  swapping  scarce 
landing  slots  from  today's  aircraft  to 
Tiltrotors. 

The  project's  friends  claim  that 
Tiltrotor  has  won  one  potential  civil- 
ian user  to  its  cause:  Federal  Express, 
which  would  love  to  find  a  way  to 
avoid  jammed  city  streets  and  clogged 
airports  and  improve  customer  ser- 
vice through  later  collections  and  ear- 
lier deliveries.  But  don't  be  so  sure.  "It 
will  have  to  be  competitive  on  reli- 
ability as  well  as  cost/'  says  James 
Reidmeyer,  senior  vice  president  for 
air  operations  at  FedEx.  Realistically, 
he  says,  Tiltrotor  today  has  a  5%-to- 
10%  chance  of  making  it  in  the  civil 
market. 

Such    proper    skepticism    doesn't 

Says  one  top  FAA  insider, 
"It's  a  very  awkward  thing 
that's  going  on."  Other 
than  in  air  traffic  control 
systems,  which  are  the 
FAA's  clear  prerogative,  no 
one  can  remember  a 
previous  FAA  administrator 
pushing  so  hard  for  one 
particular  technology. 

stop  McArtor's  pitch,  however.  "Ex- 
press packages?"  says  McArtor.  "Yes, 
I'm  very  familiar  with  that  market." 
He  says  it  coyly.  Before  McArtor  be- 
came administrator  at  the  FAA  in  July 
1987,  he  was  a  senior  vice  president  at 
FedEx.  Nobody  is  suggesting  outright 
conflict  of  interest,  but,  says  one  top 
FAA  insider,  "It's  a  very  awkward 
thing  that's  going  on."  Other  than  in 
items  like  air  traffic  control  systems 
and  air  navigation  equipment,  which 
are  the  FAA's  clear  prerogative,  no 
one  can  remember  a  previous  FAA 
administrator  pushing  so  hard  for  one 
particular  technology. 

The  FAA  has  to  date  budgeted  sev- 
eral millions  to  further  Tiltrotor's 
chances,  including  $585,000  for  a  fea- 
sibility study  by  the  Port  of  New  York 
and  New  Jersey.  There  is  also  to  be  a 
$1.2  million  follow-up  to  the  FAA- 
NASA  study,  with  half  coming  from 
Boeing  and  Textron.  So  far,  the  only 
thing  the  fuss  has  achieved  is  to  divert 
scarce  management  time  at  the  FAA 
away  from  such  pressing  concerns  as 
airport  congestion  and  airline  safety. 
Congress  is  also  debating  the  recom- 
mendation of  a  presidential  commis- 
sion on  aviation  safety,  which  McAr- 
tor opposes,  that  the  FAA  should  be 
separated  from  the  Department  of 
Transportation,  to  make  air  safety 
less  of  a  political  football. 

It  would  seem  that  Allan  McArtor's 
time  could  be  better  spent.  ■ 
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Ask  us 

about  the  funds 

that  have  consistently 

outperformed  96%  of 

all  mutual  funds. 

Two  of  Twentieth  Century's  mutual  funds  have  performed  better 
than  96  percent  of  all  mutual  funds  tracked  by  Lipper  Analytical 
Services,  Inc.,  for  each  10-year  period  for  the  past  15  years* 
To  learn  more  about  these  top  performers,  call  us  toll-free  for  a 
Prospectus.  Please  read  it  carefully  before  investing. 

1-800-345-2021  ext.404 


*Each  10-year  period  begins  on  a  calendar  quarter. 
Figures  are  based  on  total  return. 


P.O.  Box  419200,  Kansas  City,  MO    64141-6200 


You  can  stay  on  top  of  the  business  news 
in  Europe  with  EurOBllSJIieSS 

Edited  by  Tim  Hindle,  formerly  business  editor  of  The  Economist, 
Eurobusiness  is  Europe's  only  regional  business  magazine. 
Eurobusiness  gives  you  accurate,  objective  news  in  a  clear,  concise 
format.  An  essential  monthly  briefing  on  who's  buying,  who's 
selling,  and  how  you  will  be  affected. 

Eurobusiness  is  your  monthly  checklist  on  all  37  markets: 

>  analyses  of  business  trends  and  developments 

>  the  latest  information  on  the  EEC  and  COMECON  (CMEA) 

>  updates  on  banking,  finance,  markets  and  investment 
opportunities 

>  and  much,  much  more  . . . 


Find  out  for  yourself  just  how  invaluable  Eurobusiness  is.  Become 
a  charter  subscriber  and  receive  a  full  year  of  monthly  issues  for 
only  $45,  including  shipping  and  handling.  Write  for  further 
information  or  call  collect.  Ask  for  Beth  DeVore. 

P.O.  Box  830430  •  Birmingham,  AL  35283-0430 
Phone  (205)  991-6925 
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Numbers  Game 


Franchise  companies  have  been  reporting 
income  they  haven  t  earned.  Now  the  SEC 
has  begun  a  welcome  crackdown. 

Claiming 

tomorrow's 

profits  today 


By  Penelope  Wang 


Iast  February  Jiffy  Lube  Interna- 
_  tional,  a  Baltimore-based  fran- 
I  chiser  of  quick-oil-change  cen- 
ters (fiscal  1988  revenues,  $78  mil- 
lion), was  ordered  by  the  Securities  & 
Exchange  Commission  to  change  its 
accounting.  The  surprise  order  result- 
ed in  a  staggering  earnings  hit  for  the 
first  quarter  of  Jiffy's  1989  fiscal  year: 
net  income  of  $95,000,  less  than  25% 
of  what  Jiffy  would  have  reported. 
Why  the  SEC  order?  Because  the  com- 
mission said  Jiffy  was  claiming  in- 
come it  hadn't  yet  earned. 

Over  the  past  two  years,  the  SEC 
has  made  similar  charges  against 
about  half  a  dozen  other  fast-growing 
startups  in  the  franchise  field.  Among 
them:  Moto  Photo,  Inc.,  Swensen's 
Inc.  and  Le  Peep  Restaurants,  Inc. 

The  accounting  issue  involves  the 
tricky  problem  of  revenue  recognition 
from  the  sale  of  so-called  area  devel- 
opment rights.  These  arc  contracts 
that  are  sold  by  the  company  granting 
a  developer  the  exclusive  right  to 
open  franchises  in  a  particular  territo- 
ry. In  return,  the  developer  tradition- 
ally pays  the  company  a  nonrefund- 
able fee  up  front. 

For  years  some  franchisors  have 
been  reporting  these  upfront  fees  as 
current  income.  But  the  SEC  argues 
that  the  increasing  complexity  of  the 
contracts  no  longer  makes  doing  so 
permissible.  These  days,  area  devclop- 
i  e  often  required  to  open  a  certain 
number  of  stores  within  a  set  time 
d  In  some  cases,  the  franchisor 
to  provide  training  and 
ipport  services  to  the  de- 
posing such  conditions 
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on  the  agreement,  the  SEC  argues,  the 
franchisor  changes  the  nature  of  the 
fee  paid  in  the  deal. 

The  SEC's  position  is  based  on  two 
long-held  accounting  principles:  Rev- 
enue must  be  earned  in  order  to  be 
recognized;  and  costs  must  be 
matched  with  revenues  as  they  are 
earned.  Says  Peter  Knutson,  associate 
professor  of  accounting  at  the  Whar- 
ton School:  "If  some  effort  or  sacrifice 
isn't  put  forth,  then  the  revenue 
hasn't  been  earned." 

In  publishing,  for  example,  maga- 
zines collect  fees  for  subscriptions  up 
front,  but  until  the  magazine  publish- 
es those  future  issues,  the  money  can- 
not be  recognized  as  revenue.  Instead, 
the  funds  must  be  recorded  as  a  bal- 
ance sheet  liability,  often  labeled  "un- 
earned income."  When  the  issues  are 
published,  the  revenues  are  taken  into 
income  and  the  costs  of  publishing  are 
deducted. 

In  the  case  of  area  development 
fees,  the  SEC  argues  that  companies 
have  not  truly  earned  the  revenues 


until  the  franchise  units  are  open  and 
operating.  Moreover,  the  SEC  argue 
that  franchise  companies  sometime 
use  area  development  fees  to  meet  th 
costs  of  servicing  the  developer,  an 
therefore  that  this  income  should  no 
be  recognized  until  the  costs  are  in 
curred  as  well. 

One  of  the  first  companies  to  draw 
the  attention  of  the  SEC  to  this  issue 
was  Le  Peep  Restaurants,  a  Denver 
based  brunch  chain,  which  filed  for  an 
initial  public  offering  in  mid- 1986 
Originally  the  company  planned  t< 
sell  about  1.7  million  shares  at  up  to! 
$10  per  share.  But  after  the  SEC  deter-| 
mined  that  Le  Peep  had  overstate 
income  from  area  development  fees, 
the  company  had  to  revise  its  finan 
cials.  As  a  result,  Le  Peep's  offerin, 
was  delayed  and  the  company  sol 
only  1.3  million  shares  at  6V2.  (Cur 
rently  the  stock  is  selling  at  a  bi 
price  of  l3/4.) 

Not  surprisingly,  the  SEC's  posi 
tion  has  dismayed  the  franchise  in 
dustry.  "The  economic  substance  ofl 
the  transaction — selling  exclusive 
rights  to  develop  an  area — is  being 
ignored,"  contends  David  Mason,  ex- 
ecutive vice  president  of  Moto  Photo. 
Agrees  Ronald  Diegelman,  a  partner 
at  Ernst  &  Whinney:  "It  seems  unrea- 
sonable to  say  that  the  right  of  exclu- 
sivity does  not  have  real  value." 

But  the  SEC  rightly  responds  that 

the  right  of  exclusivity  has  value 
up  front  only  when  it  is  granted 
to  a  developer  without  condi- 
tions. If  an  agreement  says,  for 
instance,  that  a  franchisee 
must  open  ten  stores  in  five 
years  in  order  to  preserve  his  exclu- 
sivity rights,  then  the  exclusive  right 
should  have  value  only  as  the  stores 
are  actually  opened. 

Franchisors  complain  that  the 
SEC's  position  will  particularly  hurt 
startup  companies,  which  depend  on 
area  development  agreements  to  at- 
tract sophisticated  entrepreneurs  to 
their  businesses,  as  well  as  to  provide 
them  with  much-needed  cash.  "In  the 
long  run,  this  could  have  a  major  fi- 
nancial impact,"  says  Neil  A.  Simon, 
counsel  for  the  International  Fran- 
chise Association. 

That  way  overstates  the  case.  After 
all,  fee  income  will  still  be  realiz- 
able— just  not  up  front  all  at  once.  In 
fact,  the  SEC's  position  may  well  have 
a  salutary  long-term  effect  in  prevent- 
ing small  franchisors  from  trying  to 
grow  too  quickly.  In  any  case,  this 
seems  to  be  one  area  in  which  the 
SEC,  much  criticized  in  recent  years 
for  its  dozing  oversight  of  the  securi- 
ties markets,  is  proving  itself  both 
wide  awake  and  on  the  ball.  ■ 
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NEW  ASSISTANT  TO  THE  BIG  BOSS 
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Guess  who  recommended  a  fax 
by  Toshiba  to  the  big  boss. 


When  a  company  gets  a  Toshiba  facsimile,  amaz- 
ing things  often  happen. 

Phone  and  courier  bills,  travel  expenses,  and 
overtime  go  down.  Productivity  goes  up. 

And,  many  times,  so  do  the  careers  of  the  people 
who  were  smart  enough  to  recommend  it. 

That's  because  these  machines  use  phone  lines 
to  send  words  and  pictures.  Anywhere.  In  as  little  as 
15  seconds.* 

Just  think  what  that  could  mean  to  your  com- 
pany. Or  to  your  competitors  if  they  get  one  of 
Toshiba's  complete  line  of  facsimile  machines  first. 
Don't  let  them.  Send  for  our  free  booklet.  Or  call 
1-800-635-1220. 


Free  Booklet.  "Guide  to  Facsimile:  14  Proven  Ways  You  Can  Save  Time  and 
Money  with  Facsimile."  Or  Free  Demonstration:  Call  1-800-635-1220.  or 
mail  coupon  to  Toshiba  America.  Inc..  Facsimile  Products  Group,  9740  Irvine 
Blvd..  Irvine,  CA  92718 


Name. 


.  Phone  (_ 


Company  Name  _ 


Address . 


City, 


.State. 


-Zip. 
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Jbshibafacsimile.  Now  you  see  it. 


In  Touch  with  Tomorrow 

TOSHIBA 


•Per  CCITT  Test  Chart 


Taxing  Matters 


It  's  hard  enough  to  build  a  family  business 
and  pass  it  on  to  the  next  generation.  A 
little-known  change  in  the  tax  code  now 
makes  it  even  harder. 

Freezing  out 
the  estate  freeze 


By  Laura  Saunders 


T|he  family  business  created  by 
Wyoming  rancher  and  oilman 
H.A.  (Dave)  True  Jr.  is  now 
grossing  around  $70  million  a  year. 
True's  sons — Hank,  45,  Diemer,  41, 


and  David  L.,  37 — want  to  take  over 
the  business.  With  skill,  luck  and  the 
law  of  compound  interest  working  for 
them,  the  boys  stand  a  chance  of  mak- 
ing the  business  even  bigger — if  their 
father,  73,  can  pass  it  on  to  them. 
It's  a  big  "if."  Because  of  a  little- 


known  estate  tax  change  Congress 
slipped  into  last  year's  tax  act,  it  is  not 
clear  that  Dave  True  will  be  able  to 
pass  the  business  on  to  his  sons.  "This 
is  the  most  asinine  thing  I  ever  heard 
of!"  says  True  of  the  new  law.  "There 
isn't  a  senator  who  knows  what  this 
thing  does  to  people!" 

The  irksome  law,  which  Congress 
passed  without  any  hearings  and  with 
little  advance  notice,  concerns  "es- 
tate freezes."  The  estate  freeze  is  a 
popular  technique  for  passing  family 
businesses  from  one  generation  to  the 
next.  Many  estate  tax  lawyers  say  the 
law  makes  it  difficult,  and  perhaps 
impossible,  for  thousands  of  Ameri- 
cans to  keep  their  firms  intact  be- 
tween generations. 

"It  could  affect  everything  from 
family  farms  to  car  dealerships  to 
manufacturing  firms,  and  even  some 
public  companies,"  says  attorney 
James  Trapp  of  Chicago's  McDer- 
mott,  Will  &  Emery.  So  broad  is  the 
new  law,  warns  estate  tax  specialist 
Malcolm  Moore  of  Seattle's  Davis, 
Wright  &  Jones,  that  "every  intra- 
family  transaction  in  the  country  is 
on  hold,  or  should  be."  Here's  the 
problem: 

In  a  typical  estate  freeze,  the  aging 


an  and  rancher  HA  marc)  Truejr  and  family 

is  the  most  asinine  thing  I  ever  heard  oft" 
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QUALITY  RAIL  SERVICE.. ♦  TAKE  YOUR  "Q"  FROM  SANTA  FE! 


Quality 
Service 
Network 


QSN  offers  high-speed,  depend- 
able, intermodal  service  between 
short  and  medium-haul  cities. 

Departures  and  arrivals  are  precisely 
scheduled  six  days  a  week  and  timetables 
are  strictly  followed. 

QSN  is  directly  competitive  with  highway 
shipment  in  the  same  rail  corridor  due  to 
reduced  train  crews  working  over  longer 
crew  districts. 


Quality 

Stack 

Service 


QSS  offers  international  and  domestic 
shippers  the  largest  fleet  of  carrier-owned 
double  stack  containers  between  Los 
Angeles  and  New  York  City. 

New  articulated  cars  are  state-of-the-art 
to  ensure  a  smooth,  even  ride  Any  size 
or  number  of  containers  can  be 
accommodated. 

Shippers  also  enjoy  one-source,  single- 
invoice  service  and  economy. 


Quality 

Distribution 

Centers 

QDC  offers  door-to-door  single-bill  service 
even  for  boxcar  shippers  and  receivers 
with  no  rail  sidings. 

Product  can  be  warehoused  locally  or 
near  customers  so  shippers  benefit  from 
the  economy  of  rail  transportation  com- 
bined with  timely  local  delivery  by  truck. 

QDC  provides  a  total  distribution  package 
tailored  to  a  customer's  specific  needs. 


For  More  Information: 

To  discover  what  Santa  Fe  quality  and  service  can  mean  to  you  and  your 
company,  call  your  Santa  Fe  business  development  representative  directly  or 
the  Customer  Service  Center  at: 
1-800-727-ATSF 


The  Atchison,  Topeka  and  Santa  Fe  Railway  Company  SantaFe] 

80  East  Jackson  Boulevard,  Chicago,  Illinois  60604  W/ 


"We've  got  over  200,000  customers  who  don't  |l 


Our  AFCO  Credit  Corp.  subsidiary  pioneered  and  became  the  insurant 
industry  leader  in  premium  tinancing.Through  flexible,  specially  taiiore I 
t inane  ing  plans,  AFCO  allows  insureds  to  afford  the  insurance  they  ned 
when  they  need  it. 


ieir  premiums  on  time." 


"That's  leadership." 
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©1988,The  Continental  Corporation 
180  Maiden  Lane.  New  York,  NY  1003{ 

At  Continental,  we're  focusing  on  excellence  in  products  and  service  to 
iiieve  solid,  profitable  growth.  In  areas  like  premium  financing.  Ocean      ^ 
p  inland  marine  insurance.  Workers'  compensation.  In  selected  markets 
h  national  brokers.Through  our  independent  Circle  Agents. 


'ffcs 


,  continental 
Insurance 

Focusing  on  what  we  do  best.SM 


owner    :  a  business  recapitalizes  the 

firm  much  of  its  current  value 

ed  to  preferred  stock,  while 

is  future  growth  is  allocated 

mon.  The  founder  then  keeps 

erred,  and  sells  or  gives  the 

non  stock  to  his  children,  paying 

ippropriate  taxes,  of  course. 

Suppose  private  Acme  Co.  is  worth 
$20  million.  Acme's  aging  founder- 
owner  wants  his  son  and  daughter  to 
take  over  the  company,  but  he  wants 
to  spare  the  firm  and  the  kids  the 
burden  of  buying  out  his  entire  equity 
at  once.  So  he  "freezes"  the  value  of 
his  stock  by  recapitalizing  the  compa- 
ny. He  splits  the  $20  million  total 
equity  value  into  preferred  stock 
worth,  say,  $16  million,  and  common 
stock  worth  $4  million.  He  keeps  the 
preferred  and  gives  his  children  the 
common.  Most  likely  the  preferred 
not  only  pays  a  nice  dividend  for  the 
golden  years  but  is  also  a  voting  secu- 
rity, so  that  the  founder  can  retain 
some  control. 

If  the  business  prospers  before  his 
death,  the  founder's  preferred  won't 
rise  in  value,  or  at  least  won't  rise  as 
much  as  the  kids'  common  stock  will. 
As  a  result,  when  the  founder  dies,  it 
will  be  easier  for  the  children  and  the 
firm  to  buy  the  founder's  stock  from 
his  estate:  The  preferred  stock  will 
account  for  a  smaller  chunk  of  the 
company's  equity.  The  founder's  es- 


tate taxes  (55%  of  $16  million)  will 
also  have  been  locked  in  by  the  freeze. 

Without  estate  freezes,  a  founder 
might  die  and  leave  so  much  valuable 
equity  in  his  estate  that  the  kids  could 
never  raise  the  money  to  buy  it  or  pay 
estate  taxes.  Then  the  only  solution 
would  be  to  sell  the  company  to  pay 
the  death  taxes. 

Isn't  this  a  ripoff  of  the  Treasury? 
Not  really.  After  all,  when  the  firm 
was  sold,  the  founder  was  old  and  the 
children  were  the  ones  really  active  in 
the  business  and  making  it  more  valu- 
able. Only  fair,  then,  that  taxes  on  the 
additional  value  should  be  paid  by 
them,  when  they  sell  out  or  die. 

Sounds  eminently  reasonable.  But 
staffers  on  Congress'  Joint  Tax  Com- 
mittee didn't  like  the  technique, 
largely  because  of  the  headaches  in- 
volved in  valuing  private  enterprises' 
securities.  The  staffers  and  taxmen 
assumed  that  any  time  a  parent  sells 
anything  to  his  children  or  grandchil- 
dren, the  assets  will  be  undervalued 
so  as  to  reduce  the  parent's  estate. 

Rather  than  have  the  IRS  investi- 
gate every  such  transaction,  Congress 
ruled  that  no  freezes  involving  lineal 
descendants  (i.e.,  children  and  grand- 
children) should  be  allowed,  period.  In 
effect,  the  new  law  treats  estate 
freezes  after  Dec.  17,  1987  as  though 
they  never  happened.  If  a  business 
grows  between  the  time  the  estate  is 


frozen  and  the  death  of  the  founder, 
all  of  that  subsequent  appreciation  is 
thrown  back  into  the  owner's  estate 
and  taxed,  at  rates  up  to  55%. 

To  return  to  our  hypothetical  ex- 
ample above,  suppose  that  when  the 
founder  dies,  the  value  of  the  com- 
mon stock  has  grown  to  $40  million 
from  $4  million.  Under  the  old  law, 
that  $36  million  of  appreciation 
would  have  accrued  to  the  children's 
estate.  Under  the  new  law,  the  appre- 
ciation reverts  to  the  founder's  stock, 
which  would  pay  as  much  as  $28.6 
million  in  estate  taxes  (55%  of  $36 
million  of  common  stock  and  $16 
million  of  preferred),  as  opposed  to 
$8.8  million  (55%  of  $16  million)  un- 
der the  old  law. 

What  if  the  children  and  the  compa- 
ny can't  come  up  with  enough  cash  to 
buy  the  stock?  Tough.  The  business 
would  have  to  be  sold  to  pay  the  taxes. 

This,  then,  is  why  rancher  Dave 
True  and  a  passel  of  estate  lawyers 
around  the  country  are  boiling. 
"There's  no  incentive  for  my  children 
to  work  hard,  only  to  have  the  results 
taxed  in  my  estate,"  says  True,  who, 
with  his  wife,  started  the  ranch  in 
1957  with  35  cows,  a  bull  and  6  hors- 
es. True's  three  sons — and  later  their 
wives — have  always  worked  in  the 
business,  except  while  they  were  in 
college.  "And  they  got  dirty,"  he  says. 
"Several  of  my  grandchildren  have 


Before  you  buy  a  luxury  car 
that  could  drive  you  to  the  poor 
house,  we  suggest  you  read  a 
report  called  The  Complete  Car 
Cost  Guide. 

Compiled  by  an  independent 
research  firm,  the  guide  is  an 
exhaustive  cost  analysis  of  over 
500  different  cars  from  around 
the  world 

6  1988  VOLVO  NORTH  AMERICA  CORPORATION. 


The  bottom  line:  based  on 
purchase  price,  projected  resale 
value  and  estimated  operating  cost 
over  a  five  year  period,  Volvo  740 
Series  cars  were  rated  among  the 
best  overall  economic  values  in 
their  class.*  A  class  which  includes 
some  formidable  competition, 
including  the  Acura  Legend, 
Lincoln  Town  Car  and  BMW  325. 


These  results  simply  confirm 
what  we've  said  all  along.  The 
Volvo  740  is  the  luxury  automo- 
bile for  people  who  recognize 
the  difference  between  spending 
money,  and  burning  it 

'Luxury  cars  under  $25,000  as  determined  by 
intelliChoice,  Inc.,  San  Jose,  Ca.  Projections  made  for 
1988  model  year  automobiles.  Actual  resale  value  may 
vary  based  on  condition,  mileage,  model,  options, 
method  of  sale  and  other      _  _^_  _  .^ 
factors.  See  an  authorized        wOJjw  U 
Volvo  dealer  for  details.     A  car  you  can  believe  in. 


4* 


Hitachi  s  wide-ranging  technologies  in  communication  (from  left  to  right): 
optical  fibers,  image  signal  processor  advanced  telephone  exchange  system, 
satellite  communication,  and  machine  translation  system. 


Dmmunication  is  not  simply  sending 
message. .  .it  is  creating  true  understanding— 
viftly,  clearly  and  precisely. 


now  he's  trying  to  tell  me  something: 
what  does  he  really  mean?"  In  our  world 
)roliterating  technologies  and  new  termi- 
Dgy,  this  kind  ot  question  is  asked  a  lot. 
e  is  what  we  are  doing  about  it. 

achi's  scientists  and  technicians'  long- 
n  goal  is  to  break  the  language  barrier, 
jy  are  diligently  at  work  today  on  an  array 
)rojects  that  will  vastly  improve  the  com- 
nications  of  tomorrow. 

For  example,  we've  made  tremendous 
gress  on  a  system  to  translate  Japanese 
i  English. 

This  system  can  be  used  to  translate 
ous  scientific/technical  papers  and 
chinery/equipment  manuals.  Special 
)ssaries"  can  be  developed  to  adapt  it  for 
is  as  diverse  as  medicine,  electronics 

aeronautics.  Further  development  could 
j  to  automatic  telephone  translation  or 
n  portable  verbal  translators  for  travelers. 

In  addition  to  the  machine  transla- 

system,  Hitachi's  research  specialists 
also  developing  advanced  transmission 


systems  that  send  your  phone  calls  or 
business  data  across  great  distances  using 
hair-thin  optical  fibers  and  laser  beams. 
They  are  also  working  on  other  new  methods 
of  communications,  such  as  advanced 
telephone  exchange  systems,  satellite  com- 
munication systems,  TV  conferences, 
and  so  forth. 

At  the  root  of  much  of  this  is  our  highly 
advanced  computer  technology:  because 
Hitachi  is  producing  some  of  the  fastest, 
largest-capacity  systems  available  today. 

We  link  technology  to  human  needs.  We 
believe  that  Hitachi's  advanced  technologies 
will  result  in  systems  and  products  that  are 
functionally  sophisticated  but  easy  to  use. 
Our  goal  in  communications  — and  trans- 
portation, energy  and  consumer  electronics 
as  well -is  to  build  products  and  systems 
that  will  improve  the  quality  of  life  the 
world  around. 
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Hitachi,  Ltd.  Tokyo,  Japan 
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The  estate  freeze  repeal  is  the 
second  blow  in  as  many  years  to 
families  trying  to  accumulate 
vvealth  and  minimize  estate  taxes. 
In  the  1986  Tax  Reform  Act,  Con- 
gress slammed  the  door  on  "gener- 
ation skipping"  trusts,  long  a  fa- 
vored tool  of  estate  tax  planners. 

The  idea  behind  such  trusts  was 
to  avoid  paying  estate  taxes  as  ev- 
ery generation  passed  away.  In- 
stead of  leaving  his  estate  to  his 
children,  a  taxpayer  would  leave 
part  or  all  of  it  to  his  grandchildren 
or  even  great-grandchildren — prop- 
erly controlled  by  trusts,  of  course. 
That  way  estate  taxes  would  be 
due  on  the  principal  at  the  grand- 
parent level,  but  not  again  until 
both  the  trust  and  the  beneficiary 
expired. 

No  more.  The  1986  tax  law 
makes  it  clear  that  full  transfer  tax- 
es are  to  be  paid  by  every  genera- 
tion. The  IRS  will  sock  taxpayers 
who  try  to  avoid  the  law  with  taxes 
at  the  highest  estate  tax  rate — 55% 
— on  every  dollar  they  try  to  shift. 
(Ordinarily,  taxpayers  benefit  from 
phased-in  rates.) 

Any  way  you  slice  it,  55%  every 
generation  is  a  big  hit  to  a  fortune. 
But  lawmakers  opened  a  window 


when  they  slammed  the  door.  Ev- 
ery individual  is  entitled  to  a  $1 
million  exemption  from  the  gener- 
ation-skipping rules.  In  other 
words,  a  couple  can  pass  up  to  $2 
million  to  future  generations  with- 
out falling  afoul  of  the  law. 

Even  more  important,  lawmak- 
ers included  a  $2  million  per  grand- 
child exemption  to  the  rules  for 
transfers  made  before  Jan.  1,  1990. 
Experts  archly  call  this  the  "Gallo 
Amendment,"  after  the  wealthy 
California  wine  family  that  per- 
suaded Congress  to  tuck  it  into  the 
1986  law. 

Peat  Marwick  estate  planning 
expert  Milton  Schultz  notes  that 
these  exemptions  offer  prime  op- 
portunities for  estate  planning,  es- 
pecially for  "sacred  family  assets," 
as  he  terms  them.  He  suggests  us- 
ing the  $600,000  estate  and  gift  tax 
exclusion  available  to  each  taxpay- 
er in  combination  with  generation- 
skipping  exemptions  to  safeguard 
prized  holdings — homes,  business- 
es and  so  on.  But  do  it  now.  Ad- 
vises Schultz:  "For  people  with 
large  and  perhaps  illiquid  holdings, 
it  may  take  most  of  the  time  be- 
tween now  and  the  end  of  1989  to 
get  these  things  done."— L.S. 


shown  an  interest  in  the  business,  but 
with  this  law,  I  have  to  say  'Go  work 
for  somebody  else,  I  don't  have  any- 
thing to  offer  you.'  " 

Another  businessman  upset  over 
the  law,  but  for  a  different  reason,  is 
Jack  Miller.  Miller  and  his  two  broth- 
ers own  and  run  Quill  Corp.,  based  in 
Lincolnshire,  111.  Started  in  1956, 
Quill,  the  L.L.  Bean  ot  office  supplies, 
grosses  over  $200  million  annually 
from  mail-order  sales  of  paper  clips, 
stationery,  microcomputers  and  such. 
Miller  and  his  two  brothers  have 
five  children  working  at  Quill.  Now 
he  wants  to  give  some  nonvoting 
stock  in  Quill  to  his  two  children, 
paying  appropriate  gift  taxes.  But  the 
law  will  kick  any  appreciation  on  this 
stock  back  into  his  estate  unless  he 
gives  both  regular  common  and  vot- 
ing common  in  the  same  proportion 
ill  which  he  owns  them.  "That,"  says 
Miller,  "would  change  the  balance  of 
ownership  between  my  brothers  and 
me."  He  concludes:  "I  think  the  gov- 
ern doesn't  like  successful  fam- 
nesses." 

\  'neiiean  Bar  Association  has 
kg]    58  to  lepeal  the  law.  In 


addition  to  the  harm  it  does  family 
firms,  ABA  members  worry  that  the 
law  is  so  broad  that  it  might  even 
affect  the  sale  of  a  house  from  parent 
to  child.  In  its  stead,  they  advocate 
requiring  that  firms  notify  the  IRS  in 
advance  of  undertaking  an  estate 
freeze.  That  way,  the  taxmen  could  be- 
on  the  lookout  for  undervaluers. 

But  the  odds  against  this  sensible 
compromise  are  long.  In  fact,  a  provi- 
sion of  the  Technical  Corrections  tax 
bill  likely  to  pass  this  year  would  ap- 
ply the  law  to  all  transfers  of  joint 
interests. 

"Congress  has  no  conception  of 
how  hard  it  is  to  keep  a  successful 
small  business  going,"  says  Walter 
Primoff  of  the  New  York  State  Society 
of  CPAs.  "They  just  think  of  it  as  a 
gold  mine  or  trccbie  for  the  kids.  But  a 
family  business  is  a  very,  very  compli- 
cated thing,  much  harder  to  keep  go- 
ing than  a  Forbes  500  company." 

Quill's  Miller  is  blunter.  "The  gov- 
ernment is  absolutely  crazy,"  he  says. 
"If  you  work  hard  and  build  a  success- 
ful private  business,  it's  almost  im- 
possible to  keep  it  in  the  family.  May- 
be the  Japanese  will  buy  us  all  out."  ■ 
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rest.  In  this  case,  it's  j 
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Nothing  sets  the  wheels  of  corporate  growth  in  motion  like  the  right  set  of 
>ols.  And  there  are  none  better  to  manage  your  assets -people,  money,  property   aIsetmanagement 
id  equipment— than  the  companies  of  USF&G  Asset  Management.  Corporate  power  tools. 
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And  you  thought 
we  only  made 
great  copiers. 


As  you  can  see,  the  name  Xerox  is  on  a  lot  of 
office  products  besides  copiers. 

Like  typewriters  that  easily  revise.  Workstations 
that  create.  Facsimile  machines  that  guarantee  yoi 
documents  get  wherever  you're  sending  them. 
Intelligent  printers  that  make  you  more  productive 
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6085  Professional  Computer 


~ 


6020  Electronic  Typewriter 


7650  Pro  Imager 


XPS701 
Publishing  System 
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XEROX 


nd  publishing  systems  and  software  that  let  you 
oduce  in-house  documents  that  look  like  you 
ent  outside  to  publish  them.  We  even  make  all  the 
ipplies  you'll  ever  need  to  use  them. 

)  whatever  your  document  processing  needs, 
erox  makes  all  these  products  and  a  lot  more, 
nd  with  the  same  quality,  service  and  support 


you've  come  to  expect  from  Team  Xerox. 

So  in  case  you  thought  Xerox  machines  only  made 
great  copies,  take  another  look. 

They  also  make  great  originals. 

Team  Xerox.  IVe  document  the  world. 


3700 
Laser 
Printing 
System 


XEROX*  is  a  trademark  of  XEROX  CORPORATION   Ventura  Publisher*  is  a  trademark  of  Ventura  Software.  Inc 


Woafs  the  secret  of  Korean  immigrants 
access  in  running  small  businesses?  More 
than  just  hard  work. 


Horatio  Alger  Kim 


By  Matthew  Schifrin 


One  taste  of  ktmeb'i,  the  fiery 
pickled  cabbage  with  a  mind- 
bending  aroma  that  is  Korea's 
national  dish,  made  Today  show  host 
Jane  Pauley  lose  her  composure  and 
drove  her  off  the  NBC  set  after  she 
sampled  it  for  viewers  just  before  the 
Seoul  Olympics.  Few  other  Western- 
ers take  to ktmeb'i,  either,  which  helps 
explain  why  most  Americans  have 
never  set  foot  inside  a  Korean  restau- 
rant in  the  U.S.  Too  bad,  because  if 
they  did,  they  might  get  a  lesson  in 
economics  even  more  stimulating 
than  a  mouthful  of  ktmeb'i 

Korean  restaurants  are  the  new 
home  of  an  ancient  Asian  practice  of 
savings  and  capital  formation  called 
kye  (sounds  like  keh).  Arcs,  prevalent 
in  South  Korea,  are  being  used  in 
America  to  finance  thousands  of 
small,  Korean-owned  businesses. 

In  a  typical  bye  a  dozen  or  so  friends 
or  alumni  meet  once  a  month  over  a 
meal  of  ktmeb'i,  rice,  barbecued  beef 
and  Korean  whiskey.  Afterward,  each 
person  ponies  up  the  same  amount, 
anywhere  from  SI 00  to  $40,000,  in 
cash,  adding  to  a  pot  that  can  some- 
times reach  $400,000.  Every  month  a 
different  member  of  the  kye  receives 
the  entire  sum  raised  that  month  and 
pays  for  dinner.  There  are  no  credit 
checks  or  questions  asked.  The  sys- 
tem is  based  on  trust,  and  the  only 
requirement  is  that  each  member 
contribute  until  the  last  member  has 
had  a  turn  to  take  home  the  kitty,  and 
everyone  is  made  whole. 

K\v  is  nist  one  of  the  reasons  Kore- 

vely  have  emerged  as  an 

neurial    powerhouse    in    the 

i    <     surveys  indicate  that 

ol  roughly  1  million 


Koreans  in  the  U.S.  are  self-employed, 
the  majority  having  started  their  first 
business  within  four  years  of  arriving. 
Today  most  Korean  shopkeepers  earn 
more  than  $50,000  a  year.  Hundreds 
of  them  have  become  millionaires. 
The  thousands  of  small  shops  that 
they  operate  contribute  billions  of 
dollars  to  the  U.S.  economy. 

In  New  York  Koreans  own  85%  of 
the  $500  million  retail  greengrocery 
business,  many  of  the  dry  cleaners, 
nail  salons,  fish  markets  and  a  good 
chunk  of  the  garment  industry. 
Throughout  the  country  they  domi- 
nate the  import  and  wholesale  distri- 
bution of  South  Korean  goods  like 
wigs,  costume  jewelry  and  leather 
handbags.  In  Los  Angeles  they  own 
most  of  the  liquor  and  convenience 
stores  and  garment  factories.  In  An- 
chorage the  city's  6,000  Korean  immi- 
grants are  gaining  a  footing  in  restau- 
rants, tailoring,  gas  stations  and  jani- 
torial services. 

Koreans  in  the  U.S.  arc  rarely  inno- 
vators. Rather,  they  are  masters  at 
revitalizing  sleepy,  small  businesses. 
Take  Young  (un  Kim,  44,  who  came 
to  Los  Angeles  nearly  penniless  in 
mid- 1983  after  ten  years  as  a  tuna 
boat  captain  based  in  the  South  Kore- 
an port  of  Pusan.  For  four  years  he  and 
his  wife,  In  Sook,  worked  long  hours, 
six  days  a  week;  he  delivered  sewing 
machines  to  garment  factories  and  his 
wife  worked  in  one.  On  Sunday  they 
went  to  church. 

In  May  198?  Kim  bought  a  run- 
down liquor/convenience  store  in 
East  Los  Angeles,  the  city's  Mexican 
barrio.  He  immediately  applied  a  coat 
of  paint,  installed  television  surveil- 
lance and  expanded  operating  hours 
from  6:30  a.m.  until  midnight  on 
weekdays,  and  until  2  a.m.  on  week- 


ends. Besides  a  brisk  business  in  Jose 
Cuervo  Tequila,  Kim  now  also  offers 
check  cashing,  lotto  tickets,  luggage 
and  even  tickets  for  the  bus  that  stops 
in  front  of  his  shop.  The  Kims — in 
eluding  two  sons  who  work  at  the 
shop  on  weekends — have  yet  to  take  a 
single  day  off.  Kim,  who  speaks  bettei 
Spanish  than  English,  hopes  to  buy 
house  soon. 


FORBES,  OCTOBER  17,  1988 


Chi  Jin  Ok  and  bis  wife  Gilja  at  one  of  their  Brooklyn  diners 
Successful  retaurant  owners  who  are  not  above  wearing  aprons. 


According  to  Kim's  accountant, 
Yoon  Han  Kim,  who  has  over  100 
Korean  clients,  it  usually  costs 
around  $300,000  to  buy  a  liquor  store, 
and  buyers  typically  put  up  50%  in 
cash.  So  how  did  Young  fun  Kim 
come  up  with  $150,000  or  so,  in  cash, 
in  just  four  years?  "We  saved  very 
much,"  says  Kim,  with  astonishing 
understatement.  And  what  about  kye 


financing?  Kim  clearly  recognizes  the 
word,  but  stares  blankly  and  waves 
his  hand  as  if  he  doesn't  understand. 
The  reason  Kim  and  most  other  Ko- 
reans refuse  to  talk  about  kye  is  that 
they  think  it  is  illegal  in  America.  In 
fact,  they're  generally  wrong.  Howev- 
er, in  some  of  the  more  sophisticated 
kyes  members  bid  for  the  pool  by  stat- 
ing the  amount  of  interest  they  will 


pay  to  get  first  crack  at  the  money. 
Those  with  urgent  financial  needs 
might  bid  15%  interest  on  a  $100,000 
pool  and  take  home  only  $85,000.  In 
such  cases,  kye  members  are  right  to 
fear  IRS  scrutiny  of  unreported  inter- 
est income. 

Still,  ky<es  have  become  so  popular 
in  communities  like  Los  Angeles  that 
Koreatown  banks  have  recently  begun 
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savings      plans 
u   like  kyes.   At 
igeles'  Hanmi  Bank, 
ayone  entering  into  a  12- 
h,  $10,000  plan  is  el- 
igible for  an  advance  of 
the   entire   amount   after 
four  months  of  saving. 

But  kyes  are  just  part  of 
the  picture.  Ever  notice 
that  Korean  shops  usually 
are  the  first  ones  to  crop 
up  in  the  neighborhoods 
that  have  bottomed  out 
and  are  beginning  a  re- 
bound? Twenty  years  ago 
Los  Angeles'  Koreatown 
was  a  slum;  today  proper- 
ty values  are  worth  at 
least  20  times  their  mid- 
1960s  levels. 

In  Atlanta  Koreans 
dominate  the  inner  city 
grocery  business.  In  im- 
poverished sections  of 
Washington,  D.C.  they 
run  many  of  the  small 
shops.  In  Philadelphia  Ko- 
reans set  up  in  distressed 
Olney;  in  Chicago,  on  the  South  Side. 
You  can  find  Koreans  in  the  worst 
sections  of  Oakland,  Calif,  and  New- 
ark, N.J.  In  New  York  there  are  a 
disproportionate  number  of  Korean- 
owned  businesses  in  Harlem,  the 
South  Bronx  and  Manhattan's  sleazy 
area  near  Herald  Square. 

In  this  way  Koreans  suggest  noth- 
ing so  much  as  a  sizable  crowd  of 
contrarian  investors. 

They  pick  businesses  in 
out-of-favor  locations  be- 
cause the  rents  are  cheap 
and  growth  potential  is 
high. 

Koreans  also  show  an 
amazing    willingness    to 
adapt  to  new  businesses 
or  lifestyles  in   order  to 
succeed.    Many    Koreans 
who     have     immigrated 
here  are  university  edu- 
cated and  have  never  been 
self-employed.  A  dispro- 
portionately large  number 
turn  out  to  be  the  children 
of  North  Korean  refugees 
who  fled  the  Communists 
in    the    Korean    conflict. 
Lacking    roots    in    South 
Korea,    they    began    emi- 
grating to  the  U.S.  along 
with    South    Koreans    in 
ral  in  the  mid  1960s, 
rants  from  South  Ko- 
titly  arriving 
■    i  rate  oi 
1  •       open 
\xm  ill 


Olympic  Auto  Sales  &  Leasing  President  Andrew  Ham 
A  28-year-old  millionaire  on  top  of  the  details. 


businesses  in  part  because  of  language 
problems. 

"Koreans  know  that  they  can  only 
make  $30,000  a  year  with  a  Ph.D.  but 
can  make  three  times  that  amount  by 
opening  up  a  laundry,"  says  Michael 
Lee,  executive  director  of  the  Korean 
Chamber  of  Commerce  in  Los  Ange- 
les. Lee,  an  M.B.A.  and  CPA,  now 
owns  a  Korean  restaurant  and  has  also 


Cbo  Hyun  Shin,  president  of  New  York-based  Korea  Rt 

Learned  how  he  could  get  rich  at  the  library. 


previously  owned  many 
different  small  business- 
es, including  a  7-Elever 
franchise.  Lee's  55-year- 
old  sister  recently  sold  hei 
house  in  Seoul  foi 
$200,000,  moved  to  Los 
Angeles  and  opened  up  a 
coin  laundry  business. 

By  American  standards, 
Koreans  seem  driven. 
Consider  Cho  Hyun  Shin, 
38,  who  began  his  work- 
ing life  in  a  New  York 
auto  body  shop,  moved  up 
to  own  a  dry  cleaner  and  is 
now  a  multimillionaire 
New  York  real  estate  bro- 
ker. Why  real  estate?  ". 
went  to  the  library  ir 
1979  and  read  that  75%  of 
the  nation's  new  million- 
aires were  in  real  estate,'' 
says  Shin.  "I  figured  real 
estate  must  be  the  busi- 
ness to  go  into,  because  1 
always  wanted  to  be 
millionaire." 

Adaptability  is  one  rea 

son  that  a  survey  by  Queens  College 
sociologist  Pyong  Gap  Mm,  Ph.D., 
showed  that  only  9  of  the  65  Korean- 
owned  restaurants  in  Atlanta,  Ga 
served  Oriental  food,  and  only 
served  Korean  food. 

Mr.  and  Mrs.  Chi  Jin  Ok  arrived  ii 
the  U.S.  in  the  late  1960s  and  have 
made  a  successful  career  of  running 
American  diners  formerly  owned  b) 
Greeks.  Chi  Jin,  46, 
graduate  of  Cheshin  Col- 
lege in  Seoul,  started  as 
dishwasher  and  soon  after 
bought  a  small  coffee  shop 
in  a  Brooklyn  slum  foi 
$8,000.  The  couple  now 
own  two  Brooklyn  diners 
and  are  looking  to  expanc 
into  Long  Island. 

"When  I  first  started 
didn't  know  the  difference 
between  brisket  anc 
corned  beef,"  says  Chi  Jin, 
who  has  never  missec 
work  or  been  outside  New 
York.  "Now  I  can  cook  ev 
ery  dish  on  our  200-iter 
menu."  The  couple  re' 
cently  bought  a  house  ir 
Upper  Brookville,  on  Long 
Island,  where  home  prices 
average  around  $1.1  mil- 
lion and  there  is  a  2-acre 
minimum  lot  size.  The 
Oks  have  40  employees  at 
their  two  diners. 

Such  growth  suggests 
that  more  and  more  Kore- 
ans will  soon  be  facing  a 
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s  one  thing  to  promise  efficiency, 
something  else  to  deliver  it. 
The  Agusta  A109  Widebody  has 
proven  it  can  deliver.  Experts  regard  it 
as  the  most  efficient  executive 
helicopter  in  its  class  flying  today,  and 
the  most  reliable. 

The  A109  is  powered  by  two  of  the 
most  trustworthy  turbines  ever  built. 
Its  flight  deck  boasts  sophisticated 

Kvionics  systems  and  state-of-the-art 
avigation  equipment. 
The  A109  is  IFR,  single  pilot  certified, 
allowing  it  to  operate  efficiently  in 
almost  all  kinds  of  weather  and  it's  fast 
-  173  miles  per  hour  fast,  miles  ahead 
of  competition.  One  of  its  most 
commendable  virtues  is  comfort:  fly  it 

Snd  you  will  understand, 
he  magnificent  Agusta  A109 
Widebody,  pacesetting  technology 
and  internationally  demonstrated 
dependability. 

Serving  the  transportation  needs  of 
business  everyday, 
ission  efficiency. 
Mission  accomplished. 


AVIATION  CORPO 
,  PA  19154 
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Research  and  Aerospace  Technology 


Congregants  <u  the  Korean  American  Presbyterian  (hutch  of  Queens 
The  glue  that  holds  the  community  together. 


Chuck  Fivhman 


familiar  business  problem,  if  they  are 
not  confronting  it  already:  how  to 
manage  the  move  from  small,  family- 
run  businesses  into  larger,  more 
structured  organizations.  "Many  Ko- 
reans are  reaching  a  plateau  and  have 
to  go  to  medium  size,"  says  Hanmi 
Bank  President  Benjamin  Hong.  "But 
they  are  limited  because  they  don't 
have  management  skills." 

Indeed,  most  Koreans  insist  on  hav- 
ing total  control  of  the  businesses 
they  own.  Even  diner  businessman 
Ok  insists  on  knowing  every  facet  of 
his  business.  "If  1  don't,"  he  says, 
"then  my  cook  can  throw  off  his 
apron  and  1  m  stuck  " 

Andrew  Ham,  28,  continues  to  put 
in  ten-hour  days  even  though  his  $30 
million  |sales)  auto  dealership  in  Los 
Angeles'  Kon  itown  has  made  him  a 
millionaire.  "You  can  never  totally 

ust  your  managers,"  Ham  insists. 
"You  must  know  the  details." 

As  is  the  case  with  many  immi- 
grant groups  that  preceded  them,  the 
glue  that  holds  the  Korean  communi- 
ty togethei  m  the  U.S.  is  its  churches. 
Besides  worship  they  are  places  Un- 
social', iltural  activities  and 


for  making  business  connections.  In 
Atlanta  Koreans  first  got  into  the  gro- 
cery business  after  a  group  of  Koreans 
in  a  local  Baptist  church  got  jobs  in  a 
regional  store  chain  and  began  hiring 
their  friends.  Today  Koreans  own  300 
grocery  stores  in  Atlanta  and  domi- 
nate the  business. 

According  to  sociologist  Min,  only 
about  25%  of  South  Koreans  in  the 
old  country  are  Christian,  but  no 
sooner  do  they  arrive  in  the  U.S.  than 
70%  of  the  immigrants  begin  attend- 
ing various  Protestant  churches, 
mostly  Presbyterian.  In  the  New  York 
City  area  alone  there  are  over  300 
churches  with  Korean  congregations. 
"Since  I  came  here  in  1978,  I  never 
missed  one  week  of  church,"  says  Su- 
zie  Oh,  a  Bayside,  N.Y.  nail  salon  pro- 
prietor who  rarely  went  to  church  in 
South  Korea.  Besides  the  nail  salon, 
Oh's  family  owns  a  car  wash  in  Con- 
necticut, a  commercial  building  in 
New  Jersey  and  two  houses  in  New 
York's  borough  of  Queens. 

Like  most  Korean  churches,  the  Ko- 
K  a  American  Presbyterian  Church 
in  Flushing,  N.Y.  sends  out  a  fleet  of 
vans  to  pick  up  businessmen  and  fam- 


ilies and  bring  them  to  services.  Ac- 
commodating itself  to  the  frenetic 
work  pace  of  the  faithful,  the  church 
offers  services  as  early  as  6  a.m.  and  as 
late  as  8  p.m.  The  3,000-strong  con- 
gregation donates  to  such  organiza- 
tions as  the  local  police  and  is  about 
to  buy  a  500-room  resort  in  the  Poco- 
nos  for  religious  retreats. 

Yet  for  all  of  their  tenacity  and  suc- 
cess in  business,  Koreans  have  still  to 
gain  a  foothold  in  U.S.  politics.  Be- 
cause of  South  Korea's  persistent  po- 
litical turmoil,  most  seem  to  distrust 
politicians  and  feel  that  building  an 
economic  base  is  more  important 
than  dabbling  in  politics  anyway. 

"Our  country  is  small,  and  for  years 
we  have  had  to  survive  many  bad  situa- 
tions," says  Dr.  Young  Lee,  who  was 
cleaning  dental  laboratories  13  years 
ago.  Today  Lee  is  a  dentist  with  invest- 
ment holdings  that  include  commer- 
cial office  buildings  and  a  home  in 
Beverly  Hills.  He  is  also  chairman  of 
Los  Angeles'  Korean  Chamber  of  Com- 
merce. Says  Lee  of  the  miracle  that  is 
his  life,  "In  this  country  there  is  free- 
dom, so  we  know  that  if  we  do  our  best, 
we  can  get  good  results."  ■ 
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Just  a  few 

months  ago, 

computers  this  powerful 

were  tracking 
planetary  movements, 

pondering 
quantum  physics 

and  building 
rockets. 
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ft, 


ow  they're  taki 


are  of  business,  too 


bed  to  be  called  rocket  scientists.  Now  they're 
lso  called  accountants,  engi- 
eers,  managers  and  CEO's, 
'hanks  to  the  new  COMPAQ 
)ESKPRO386/20e. 

It  delivers  386  power  to 
■eople  whose  demanding  needs 
iave  outgrown  the  capabilities  of 
their  286  PC's.  Better 
yet,  it  packs  all 
this  power 
into  a  design  that  fits  neatly  on 
your  credenza. 

Start  with  speed.  Every- 
thing in  the  new  COMPAQ 
DESKPRO  386/20e  is  optimized  to  go  faster. 

Its  20-MHz  Intel  386™  microprocessor  with 
:ache  memory  is  surrounded  by  the  exclusive 
:OMPAQ  Flexible  Advanced  Systems  (Flex)  Ar- 
:hitecture.  This  high-speed  combination  runs  the 
world's  largest  library  of  software^ 
15%  faster  than  non-cache  2(K 
MHz  386-based  PC's.  And 
50%  faster  than  non-cache 
16-MHz  386-based  PC's. 

Its  optimized  32-bit  de- 
sign also  enables  you  to  take  full 
advantage  of  powerful  386  software  and 


High-speed  VGA  graphics  are  built  in 


You're  in 

business  with  a 

<Hz  386  microprocessor. 


Introducing  the  COMPAQ  DESKPRO  386/20e.  20-MHz  386  performance 
designed  to  fit  the  increasingly  sophisticated  needs  of  286  users. 


multitasking  operating  systems  such  as  Microsoft® 
Windows/386,  MS*  OS/2,  XENIX9  and  UNIX. 

You'll  find  that  a  long  list  of 
high-performance  features  is  built 
in.  One  megabyte  of  memory. 
Sharp,  high-speed  VGA  graphics. 
Support  for  SVi"  and  3%"  diskette 
drives.  And  standard  interfaces 
to  connect  a  printer,  mouse  and 
communications  devices. 

Of  course  you  have  growth 
potential.  Five  expansion  slots  are 
available:  four  for  a  network  card,  mainframe 
communications  board,  modem  or  other  devices, 
and  one  high-speed  32-bit  slot  that  allows  you  to 
expand  memory  up  to  16  megabytes. 

You  have  options,  too.  There's  room  to  add 
two  high-speed  fixed  disk  drives,  with  110  or  40 
megabytes  of  storage.  You  can 
choose  a  135-  or  40-megabyte 
tape  backup.  Or  match 
the  number-crunching 
power  of  a  dedi- 
cated engineering 

workstation  by  adding  a  powerful    Intel 
387™  or  Weitek  3167  coprocessor. 

With  its  integrated  design  and  per- 
formance, the  COMPAQ  DESKPRO  386/20e 
represents  the  ultimate  space  vehicle. 
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Standard 
interfaces  are  on  board. 


Choose  5'U"  and  3'k"  diskette  drives 


comPAa 


It  simply  works  better. 


Compaq  makes 

high  performance 

everybody's  business. 
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COMA4Q  DESKPRO  386/25 


COMPAQ  DESKPRO  386l20e 


Whether  you  use  a  personal  computer  for  launch- 
ing rockets  or  corporate  acquisitions,  Compaq  de- 
livers the  highest-performing  solution. 

For  those  who  want  everything,  now,  the 
COMPAQ  DESKPRO  386/25  is  the  most  powerful 
PC  available.  For  growing  performance  require- 
ments, the  new  COMPAQ  DESKPRO  386/20e  is  a 
move  into  the  power  structure.  And  for  users  con- 
sidering 286  PC's,  the  COMPAQ  DESKPRO  386  s 
is  an  affordable  route  to  the  fast  track. 


These  PC's  are  simply  the  highest-performing 
in  the  world.  That's  one  reason  PC  experts  rate 
COMPAQ  highest  overall.  And  why  for  the  past 
four  years  COMPAQ  has  been  added  by  more 
FORTUNE  1000  corporations  than  any  other  brand. 

To  make  this  performance  part  of  your  busi- 
ness, call  1-800-231-0900,  Operator  70.  In  Canada, 
1-800-263-5868,  Operator  70.  We'll  give  you  the  lo- 
cation of  your  nearest  Authorized  COMPAQ  Com- 
puter Dealer  and  a  free  brochure. 


COMPAv  >.<rk  of  Compaq  Computer  Corporation  Intel*  Intel  386  and  Iniel  387  are  trademarks  of  Intel  Corporation  Microsoft*    MS*  and  XENIX*  are  trademarks  of  Microsoft  Corporation. 

MS*  Windows/ .186  and  MS*  OS/2  are  products  of  Microsoft  Corporation  Product  names  mentioned  herein  may  be  trademarks  and/or  registered  trademarks  of  their  respective  companies 
I  US  Patent  ana  [Yademark  Office  COMPAQ  DESKPRO  386/25  graphics  ^1988  Accent  Software.  Inc.  ©1988  Compaq  Computer  Corporation  All  rights  reserved 
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It  was  a  consumer  product  triumph  that  virtually  created  the 
boom  in  cable  television.  But  in  a  world  of  rapid  technological 
change,  what  is  the  future  for  pay  tv  now? 

The  best  part 

of  the  show 
is  over 


I  HEY    WERE    GREAT    while 

|  they  lasted,  but  the  glory 


1* 

H  days  of  pay  tv  are  dimming  fast.  There  is  still 
^H^  money  to  be  made  in  the  business  of  delivering 
I^H  movies,  concert  specials  and  sporting  events  to 
America's  46  million  cable  tv  households  for  a  set  month- 
ly fee.  Revenues  and  customer  rolls  are  still  rising.  But 
every  year  it  will  cost  more  to  make  that  money,  and  the 
ability  of  the  pay  tv  services  to  raise  rates  fast  enough  to 
offset  higher  costs  is  in  seri- 
ous doubt.  The  one-two 
punch  of  new  technology 
and  a  rapidly  changing  mar- 
ketplace make  it  as  certain 
as  anything  can  be  in  the 
uncertain  world  of  business 
that  the  profit  margins  of 
pay  tv's  programmers  will 
narrow.  There  are  still 
more  homes  to  be  wired 
up — 47%  of  U.S.  homes  to 
this  day  remain  without  ba- 
sic cable  service — but 
smaller  and  smaller  shares 
of  those  cable  subscribers 
will  be  tuning  in  to  the 
likes  of  HBO  and  Cinemax, 
Showtime  and  The  Movie 
Channel.  In  the  case  of 
Time  Inc. -owned  HBO, 
which  dominates  the  in- 
dustry, the  margin-squeez- 
ing process  has  already 
begun. 

On  the  technology  front, 
the  business  continues  to 
be  pummeled  by  the  video- 
cassette  boom,  and  now 
must  contend  as  well  with 
quickening  competition 
from  so-called  pay-per-view 
programming.  In  the  mar- 
ketplace, consumers  are  be- 
ing diverted   by   an    ever- 


By  Deirdre  Fanning 


multiplying  array  of  video  enter- 
tainment and  information  choices 
being  built  into  basic  cable  service — advertiser-supported 
programming  such  as  the  USA  Network  or  Ted  Turner's 
Atlanta-based  "superstation"  TBS — offered  at  no  addition- 
al cost  (see  chart,  p.  103 J- 

Thus,  to  continue  to  grow,  pay  tv  giants  like  Time  Inc. 
and  Viacom  Inc.,  owner  of  Showtime,  are  cutting  prices 
even  as  they  pay  enormous  sums  for  their  program  materi- 
al, especially  movies.  Ad- 
vertising and  promotional 
costs,  meanwhile,  are  rising 
far  faster  than  new  custom- 
ers are  signing  up. 

It's  a  bit  startling  that  a 
business  so  young  should 
be  showing  these  classic 
signs  of  middle  age  so  soon. 
The  business  really  began 
only  in  1975  when  Time 
Inc.  hit  upon  the  idea  of  us- 
ing satellite  transponders  as 
a  way  to  distribute  movie 
signals  to  cable  companies 
around  the  country.  Cable 
system  operators  picked  up 
the  signals  using  earth  sta- 
tion dishes,  then  distribut- 
ed them  to  their  own  sub- 
scribers at  a  monthly  fee. 
Thus  was  born  Home  Box 
Office,  which  soon  became 
the  major  attraction  of  ca- 
ble television  itself.  So 
what's  HBO's  appeal?  The 
wizard-like  convenience  of 
receiving  recent  movies  un- 
interrupted by  commer- 
cials in  the  comfort  and  pri- 
vacy of  one's  own  home. 
"[In  those  days]  Hollywood 
was  petrified  of  us,"  re- 
members HBO  Chairman 
Michael      Fuchs.      "They 
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thought  we'd  own  the  movie  business." 

Soon  an  army  of  clones  appeared:  Showtime,  Cinemax, 
the  Movie  Channel,  the  Disney  Channel  and  other,  small- 
er services.  All  sought  to  duplicate  the  success  of  HBO, 
which  by  1984  had  emerged  as  arguably  the  highest-mar- 
gin, lowest-overhead  operation  in  the  history  of  U.S.  enter- 
tainment. That  year  it  contributed  less  than  20%  to  Time 
Inc.'s  revenues  but  nearly  45%  of  its  profits. 

Videocassettes  alone  would  have  changed  all  that.  As 
sales  of  videocassette  recorders  gathered  momentum  in 
1984,  more  and  more  families  discovered  that  the  neigh- 
borhood videocassette  store  carried  rental  tapes  of  the 
same  movies  available  on  the  pay  services — only  the  rent- 
al stores  had  them  months  earlier.  In  addition,  the  stores 
were  typically  stocked  with  hundreds  of  great  older  titles. 

Tloday  60%  of  television 
viewing  homes  and  al- 
most 80%  of  the  homes 
that  subscribe  to  HBO  also 
have  VCRs.  The  impact  of 
VCRs  on  the  pay  services 
has  been  devastating.  In 
1985  HBO,  which  had  been 
adding  new  subscribers  at  a 
rate  of  over  1  million  a  year 
since  1977,  saw  its  custom- 
er base  rise  by  a  mere 
100,000.  "VCRs,"  says 
Merrill  Lynch  entertain- 
ment analyst  Peter  Falco, 
"have  permanently 

changed  the  face  of  the  pay 
television  business." 

The  second  blow  to  the 
pay  services  has  been  deliv- 
ered by  entertainment 
channels  offered  by  basic 
cable  services  at  no  extra 
cost  to  the  subscriber.  Since 
the  mid-1980s  these  adver- 
tiser-supported channels 
have  been  growing  at  a  furi- 
ous rate,  with  a  potential 
audience  that  is  now  nearly 
twice  that  of  pay  tv. 

Pay  tv  traditionally  has 
had  only  one  way  to  add  to 
its  revenue  base — add  sub- 
scribers. The  basic  cable 
channels  must  build  audi- 
ences, too,  but  for  another 
reason— to  gain  advertising  revenues.  To  win  those  audi- 
ences, the  basics  have  begun  a  major  drive  to  boost  the 
quality  of  their  program  offerings.  Two  months  ago  the 
fast-growing  USA  Network,  50%  owned  by  Gulf  &.  West- 
ern and  MCA,  announced  its  intention  to  spend  $300 
million  on  new  programming  tor  the  network  over  the 
next  two  seasons.  Both  Turner  Broadcasting  System  and 
the  Arts  ^  Entertainment  Cable  Network,  the  latter  joint- 
ly owned  by  Hearst,  NBC  and  Capital  Cities/ABC,  have 
also  made  big  recent  commitments  to  boost  the  quality  of 
their  offerings 

Says  Ned   Nallc,   vice  president  for  pay  television  at 

Universal  Television,  "The  basic  channels  are  definitely 

ming  stronger  competitors  tor  the  pay  services.  They 

(  PC  illation,  they  have  advertiser  support;  and 

hungry  foi  programming  that  will  boost  their 


Nielsen  ratings." 

The  pay  services  face  even  more  competition  from  son 
called  pay-per-view  programming.  The  idea  here  is  tq 
charge  viewers  individually  for  a  specific  event — a  hi' 
movie,  say,  or  a  championship  prize  fight.  The  viewe 
simply  chooses  the  program  he  wants  to  watch  from  a  lis 
of  offered  events,  calls  his  cable  company  to  place  hi:, 
order,  then  sits  back  to  watch  the  special  program  flash  or 
his  tv  screen.  The  cable  company  enters  a  charge  for  tha 
event  on  the  customer's  monthly  cable  bill.  That  charge 
will  vary.  In  Long  Island,  for  example,  a  recent  showing  o 
Moonstruck  was  billed  at  $4  per  viewing  home.  The  Tyson; 
Spinks  heavyweight  title  fight  last  June  cost  $34.95  in  tha 
same  cable  system. 

Dreams  of  a  big  payoff  from  pay-per-view  are  as  old  a; 

television  itself.  It  was  if 
dream  denied  for  lack  of  re 


Where  are  the  viewers? 


The  combined  forces  of  basic  cable,  pay-per-view 
and  the  videocassette  boom  are  relentlessly  slowing 
pay  cable's  ability  to  grow. 


'88  est. 


'82  K!  '84  '85  '86  '87 

•  Nulxn  Media  Research  [total  latest  household  estimate:  88.6  millionl 
t  PjuI  Ka^an  A-mmjh-s   lne   [total  latest  household  estimate   H9  7  millionl 


liable  technology  for  wiring 
up  homes  and  handling  the 
billing  on  a  broad  enougl 
scale. 

But  that's  starting  to 
change,  and  rapidly.  In  198( 
2.1  million  American 
homes — a  mere  2.4%  of  the 
total  tv  audience — were! 
wired  to  receive  pay-perj 
view.  In  the  nearly  twe 
years  since  then,  the  totai 
number  of  cable  house' 
holds  has  grown  by  10%  J 
but  the  number  of  pay-per- 
view  homes  has  more  thar 
tripled,  to  6.8  million. 

A  cottage     industry     haa 
.sprung  up  around  payi 
per-view.  In  addition  to  the 
individual  cable  operator^) 
around  the  country  that  of] 
fer   pay-per-view   on   theii- 
own,      eight      Hollywood 
movie  studios  are  now  par  it 
ticipating  in  "Request  Telen: 
vision,"  a  programming  ser-j 
vice  that  distributes  theujl 
output  collectively  via  sat-^j 
ellite  to  cable  operators  or? 
a  pay-per-view  basis.  Mean- 
while,   five   multiple   sys-l 
terns   operators,    including 
TeleCable  Corp.  and  Time!' 
Inc.'s  82% -owned  American  Television  &  Communica-1; 
tions  Corp.,  joined  up  last  year  to  start  a  similar,  compet- 
ing service,  Home  Premiere  Television,  headed  by  former 
HBO  president,  James  Heyworth.  Even  Viacom,  owner  oil 
Showtime  and  the  Movie  Channel,  has  now  gotten  intc 
the  pay-per-view  game  through  a  service  called  Viewer's  1 
Choice.  None  of  these  companies  is  yet  making  money, 
but  that  seems  likely  to  change  soon. 

The  turnaround  will  almost  certainly  be  speeded  by  the 
burgeoning  business  of  sports  programming.  Pay  tv  ha& 
long  focused  on  sports.  HBO,  for  example,  has  carried  the1 
Wimbledon  tennis  championships  for  14  seasons.  In  addi- 
tion HBO  carries  Inside  the  NFL  But  both  cable  and  broad- 
cast networks,  along  with  pay  tv,  are  limited  in  the 
amount  of  sports  programming  they  can  offer  the  viewer.  | 
"They  have  to  cater  to  a  general  audience,"  says  boxing 
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HBO  Chairman  Michael  Fucbs 
Pay-per-view  is  a  business,  but  when? 


promoter  Robert  Arum.  "They  can't  devote  an  entire  eve- 
ning to,  say,  back-to-back  boxing  events." 

But  offering  such  a  choice  is  precisely  what  pay-per-view 
is  all  about.  And  despite  the  millions  of  dollars  they  are 
throwing  into  sports  programming,  the  pay  services  are 
losing  out.  Although  HBO  spent  heavily  earlier  this  year 
for  an  exclusive  seven-bout  deal  with  heavyweight  boxing 
champ  Mike  Tyson,  it  was  pay-per-view  that  landed  the 
most  important  Tyson  fight  of  them  all — the  Spinks-Ty- 
son  bout  last  June.  Once  top  athletes  figure  out  that  there's 
more  money  in  pay-per-view,  they'll  pressure  the  team 
owners  to  choose  it  over  pay  or  even  network  television, 
predicts  Denver  cable  operator  Bill  Daniels.  "The  owners 
will  have  to  turn  to  it  simply  to  pay  athletes'  salaries," 
he  says. 

At  the  moment,  the  pay  services  are  divided  on  how  to 
cope  with  the  specter  of  pay-per-view.  As  noted,  Show- 
time, led  by  former  HBO  president  and  current  Viacom 
chief  executive  Frank  Biondi,  is  trying  to  get  in  on  the 
action  with  Viewer's  Choice.  Biondi  is  also  talking  with 
Home  Premiere  Television  about  merging  the  two  services 
and  so  creating  the  largest  such  operation  in  the  fledgling 
business.  HBO,  in  contrast,  has  refused  so  far  to  enter  the 
fray.  "We  think  it's  a  business,"  says  HBO  Chairman 
Fuchs.  "But  we  don't  know  when." 

As  these  competitive  threats  multiply  around  them,  the 
.pay  services  seem  unable  to  do  much  except  fight  each 
other.  In  a  battle  that  seems  to  be  tar  more  beneficial  to 
Hollywood  moviemakers  than  either  the  pay  services  or 
their  subscribers,  both  HBO  and  Showtime  have  been 
locked  in  a  tierce  and  costly  struggle  to  line  up  "exclusive" 
rights  to  the  output  of  individual  studios.  At  present,  HBO 
holds  exclusive  rights  to  the  movies  ot  MGM/UA,  Para- 
int  and  V  i  Communications,  while  Showtime  s 
ii  Ludes  Disney  and  Orion. 

1    does    it  course,  is  give  more  leverage  to  the 
is,"  says  Paul  Bortz,  president  of  Bortz  &  Co.,  a 


Cablevision  Systems  Corp.  President  Charles  Dolan 
Dealing  for  movies  directly  with  Hollywood. 


eading  entertainment  consulting  firm.  "The  pay  televi- 
sion business  as  it  exists  now  is  a  middleman  business, 
with  the  studios  on  one  end  and  the  cable  operators  on  the 
other.  At  some  point  in  a  business  like  that  the  two  ends 
start  to  squeeze  the  middle." 

Industry  analyst  Jeffrey  Logsdon,  of  Crowell,  Weedon  &. 
Co.,  estimates  that  acquisition  costs  for  movies  by  the  pay 
services  have  already  risen  some  30%  to  40%  since  the 
exclusivity  wars  began  in  earnest  in  1986.  According  to 
one  top  former  HBO  official,  HBO  alone  last  year  spent 
S545  million  on  movie  and  original  programming  costs. 

Such  steep  pay  tv  programming  costs  are  worrisome 
enough.  No  less  troubling  are  the  diminishing  returns 
in  prospect  on  that  money.  Don't  forget  that  80%  of  the 
pay  tv  homes  also  have  a  VCR,  and  that  no  matter  how 
much  a  pay  service  spends  for  an  "exclusive"  movie,  the 
neighborhood  video  store  will  almost  certainly  have  al 
ready  been  renting  it  for  months.  Even  pay-per-view  now 
gets  most  new  movies  quicker  than  pay  tv.  For  example, 
Broadcast  News  will  appear  on  pay-per-view  this  month  but 
is  not  slated  for  pay  tv  until  next  year. 

Some  savvy  cable  operators,  like  Charles  Dolan,  chair- 
man of  New  York's  Cablevision  Systems  Corp.,  have  be 
gun  bypassing  the  pay  services  entirely  by  going  out  to 
Hollywood  to  negotiate  pay-per-view  movie  deals  on  their 
own.  Such  a  deal  enabled  Cablevision  to  show  Suspect  and 
The  Witches  ofEastutick  via  its  pay-per-view  system. 

In  addition  to  spending  for  exclusivity  deals,  the  pay 
services  are  trying  to  enhance  their  appeal  to  subscribers 
by  sharply  boosting  the  number  of  titles  that  play  on  their 
channels  each  month.  Thus,  HBO  has  signed  for  the  rights 
to  cherry-pick  up  to  500  old  films  from  the  Fox  film  library 
through  1991.  Service  officials  say  their  subscribers  are 
well  satisfied  with  the  product.  But  for  how  long?  After  all, 
they  arc  being  asked  to  pay  extra  for  studio  evergreens, 
which  in  some  cases  have  already  been  on  broadcast  tv  for 
tree.  Says  industry  analyst  Logsdon,  "The  services  have 
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Michael  Belenkv 


Kenneth  Chen 


Viacom  Chief  Executive  Frank  Biondi 

Fighting  for  programming  with  his  former  employer. 


James  Heyuorib.  president  of  Home  Premiere  Television 
Heading  a  cable-backed  pay-per-view  business. 


got  to  fill  up  168  hours  a  week  with  programming,  and  to 
quote  that  guy  in  Roger  Rabbit,  some  of  the  filling  is  starting 
to  smell  like  last  week's  diapers." 

This  problem  can  only  get  worse.  For  example,  both 
Showtime  and  HBO  also  hold  the  right  to  cherry-pick  up  to 
800  films  from  the  old  MGM  library.  But  that  library  is 
owned  by  Turner  Broadcasting,  which  this  month  is 
launching  its  own  basic  cable  service,  Turner  Network 
Television,  and  planning  to  draw  heavily  from  the  library 
for  its  own  24-hour-a-day  programming.  However  popular 
Turner's  new  service  proves  to  be  with  viewers,  it  none- 
theless constitutes  yet  another  service  available  to  the 
basic  cable  audience  at  no  additional  charge. 

In  tandem  with  their  heavy  spending  on  programming, 
the  pay  television  services  are  also  spending  far  more 
heavily  to  round  up  new  subscribers.  As  the  larger  of  the 
two  leading  pay  services,  HBO  today  is  not  only  a  major 
print  and  broadcast  advertiser  but  also  a  leading  purveyor 
of  junk  mail. 

The  pay  television  services  are  also  resorting  to  costly 
incentive  programs  to  butter  up  cable  system  operators,  to 
ensure  that  they  will  continue  to  carry  their  offerings. 
HBO  has  historically  offered  its  product  to  cable  operators 
through  a  crazy  quilt  of  prices.  Generally,  the  wholsale 
rates  charged  to  operators  range  from  about  $5  to  $7  per 
subscriber  per  month.  The  operators  in  turn  resell  the 
service  to  their  subscribers  at  rates  varying  from  about  $7 
to  $13  a  month. 

One  such  program,  begun  early  last  year  by  HBO,  gives 
operators  carrying  HBO  and  Cinemax,  its  affiliated  pay 
service,  discounts  of  up  to  75%  or  more  off  prevailing 
wholesale  prices  effective  once  the  operator  boosts  sub- 
scriptions beyond  current  levels  on  a  system.  Showtime 
too  has  begun  offering  more  aggressive  incentive  programs 
to  its  operators. 

Such  promotional  gimmicks  work.  They  helped  boost 
the  combined  subscriber  rolls  of  HBO  and  Cinemax  by 


10%,  to  21  million,  in  1987.  But  the  promos  are  costing 
the  services  big  money.  According  to  a  former  HBO  top 
official,  HBO  last  year  spent  $115  million  in  sales  and 
marketing  for  its  pay  services.  That  is  a  large  sum  indeed 
for  a  business  with  gross  revenues  that  are  estimated  to 
have  amounted  in  1987  to  only  $872  million  for  HBO  and 
Cinemax. 

Such  spending  is  a  key  reason  for  the  squeeze  on  HBO's 
operating  margins.  In  1984,  at  the  height  of  its  glory,  HBO 
boasted  pretax  operating  margins  of  about  20%;  analysts 
now  calculate  that  those  margins  have  shrunk  to  little 
more  than  half  that. 

In  fact,  HBO's  margins  are  far  slimmer  than  that.  How 
so?  A  seemingly  innocuous  footnote  in  Time  Inc.'s 
annual  reports  for  both  1986  and  1987  shows  that  the  days 
of  double-digit  profit  margins  are  gone.  In  early  1986,  just 
as  the  company  was  gearing  up  for  its  big  push  into 
promotional  and  "exclusivity"  spending,  HBO  introduced 
an  accounting  change  that  has  sharply  slowed  the  rate  of 
amortization  for  the  company's  programming  costs,  in  the 
process  boosting  operating  income  by  $40  million  to  $60 
million  annually.  When  those  sums  are  backed  out  of 
HBO's  1987  financials,  the  service's  profit  margin  drops 
from  9%  to  only  3%.  Now  Viacom  has  adopted  the  same 
gimmick  for  Showtime,  and  it  may  soon  be  showing 
somewhat  healthier,  but  equally  misleading,  margins  as  a 
result. 

Add  it  all  up,  and  what  you  see  is  a  business  that  once 
had  a  market  all  to  itself  and  is  now  starting  to  show  the 
effects  of  multiplying  consumer  choices.  This  is  not  to  say 
that  the  demise  of  pay  tv  is  imminent;  profit  margins  have 
simply  begun  a  steady  erosion  as  competition  for  viewers 
has  forced  up  costs  while  preventing  the  services  from 
raising  their  prices.  In  short,  the  most  exciting  chapters  in 
the  pay  tv  saga  are  over.  To  hold  their  own  in  the  enter- 
tainment business,  the  pay  services  will  spend  more  and 
more  to  get  less  and  less.  ■ 
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ATR  42  -  ATR  72 

The  cooperation  between  the  AEROSPATIALE 
ol  France  and  the  AERITALIA  ol  ltal\  has 
resulted  in  new  aircraft  ATR  iJ  and  ATR  72, 
first  editions  of  the  ATR  family.  These  are  turbo 
prop  jets  of  a  new  generation,  .nut  are  res 
pectivel}  equipped  with  l'\v  120  and  l'\v  12  t 
engines  They  benefn  from  state-of-the-art 
technology  recentrj  developed,  in  particular  in 
the  use  of  composite  materials.  The  ATR  72 
is  the  liisi  aircraft  in  the  world  to  be  equipped 


THE 


with  an  outer  wing  entirely  made  of  ca 
The  ATR  \1  and  ATR  72  were  designs 
short  distance  flights  and  to  answer  to  t 
ations  in  airline  passenger  traffic.  Their  j 
capacity  cm  be  extended  from  46  to  7Q 
Around  them  has  materialized  the  ATR  s^ 
Today,  to  build  an  aircraft  is  not  enough: ; 
all.  what  we  are  building  into  it,  is  its  p 
bilitv  The  supporting  logistics  endow  tV 
craft  with  presence,  power,  and  adapri 
Our  aircraft  are  the  result  and  the  express! 
.1  system:  the  ATR  system. 
OUR  GEOGRAPHIC  PRESENCE:  Oxer 


TOT 


O  G  I  C 


ire   already   our   clients    in    the   five 
'nts. 

ECHNICAL  PRESENCE:  All  around  the 
a  maintenance  network  ensures  a 
the-clock  availability  of  the  ATR  aircraft. 
se.  Washington  D.C,  and  Singapore  are 
icipal  centers  of  this  network. 
ECHNOLOGICAL  PRESENCE:  ATR  air 
are  of  a  new  generation. 
INANCIAL  PRESENCE:  ATR  can  act  as  a 
i\  advisor. 

BUSINESS    PRESENCE:    4    marketing 
s  throughout  the  world,  feature  a  verit- 


able line  of  products  servicing  the  specific  needs 
of  each  airline. 

More  than  just  a  family  of  aircraft,  ATR  offers  a 
coherent  and  innovative  approach  to  help  air- 
lines operate  our  aircraft  effectively. 
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VaTex  Headwearfo\  aider  Itvingjoel 

"If  you  play  Monopoly,  the  idea  is  to  own  all  the  properties  on  the  board." 


The  Up  &  Comers 


Strategies 


Irving  Joel  has  acquired  something  of  a 
monopoly  in  men's  hats.  But  what  good  is 
a  monopoly  if  no  one  is  buying? 


Monopoly  losses? 


By  Jonathan  Clements 


IN  I  111  l  \SHION  wori  n,  a  lot  oi 
people  believe  that  what 
around  comes  around.  Wide  ties 
and  hell  bottoms  will  come  hack  So 
hopes  Irvinj  |oel  will  men's  hats.  He 
dreams  oi  ing  hats  hum  a  tiny 

niche  market  into  an  essential  part  of 
everyday  apparc  1  s,,  convinced  is  Joel 


that  headgear  will  make  a  comeback 
that  he  has  bought  up  the  brand 
names  that  account  for  an  estimated 
of  the  $75  million  quality  west- 
em  and  dress  hat  market  in  the  U.S. 
It  you  play  Monopoly,"  says  Joel  of 
Ins  acquisition  strategy,  "the  idea  is 
to  own  all  the  properties  on  the 
hoard." 

loci  is  the  founder  of  privately  held 


VaTex  Headwear,  Inc.,  based  in  Rich- 
mond, Va.  VaTex,  in  turn,  counts 
among  its  holdings  the  old  Hat  Corp. 
of  America.  In  the  1930s,  Hat  Corp.  of 
America  dominated  the  dress  hat 
market  with  names  like  Cavanagh, 
Dobbs,  Knox  and  Dunlap.  By  the 
1960s,  however,  John  Kennedy  was 
going  hatless  and  millions  of  Ameri- 
can men  followed  him.  HCA's  sales 
collapsed  and  losses  mounted. 

But  while  dress  hat  sales  were 
slumping,  the  market  for  baseball 
caps  was  taking  off,  and  J oel  was  there 
on  the  launching  pad.  Joel,  now  a  port- 
ly 60-year-old,  started  out  selling 
men's  and  boys'  winter  caps  and  later 
turned  to  manufacturing  promotional 
baseball  caps  under  license  for  the 
likes  of  Jack  Daniels,  Coca-Cola  and 
the  National  Football  League.  He 
founded  his  AJD  Cap  Corp.  in  I960;  it 
peaked  at  $15  million  in  sales  in  1977. 

By  1984  AJD's  sales  were  flat  and 
Joel  was  itching  to  expand.  Along 
came  Miller  Brothers,  a  struggling 
fabric  and  straw  hat  manufacturer 
from  Corsicana,  Tex.  Joel  kept  the 
Corsicana  manufacturing  plant  but 
closed  the  nearby  Dallas  administra- 
tive office  and  sacked  its  41  employ- 
ees. "To  this  day,  I  still  don't  know 
what  they  did,"  says  Joel.  Thanks  to 
the  leaner  payroll,  Miller  Brothers' 
pretax  loss  of  $1  million  a  year  soon 
became  a  $2.2-million-a-year  profit. 
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No  matter  where  your  insurance  needs  take  you, 
you'll  probably  wind  up  with  us. 


Over  65  years  ago,  we  set  out  to  build  a  new  kind 
of  insurance  group. 

One  unencumbered  by  conventional  insurance- 
industry  wisdom. 

Today  we're  leaders  in  a  broad  range  of  coverages, 
from  property  and  casualtyto  accident  and  health. 

We're  also  geared  for  fast  responseto  rapidly  shift- 
ing conditions.  With  indigenous  managers  around  the 
world  who  think  and  act  like  entrepreneurs. 


The  result  is  an  organization  well  positioned  to  meet 
your  insurance  needs  today,  while  anticipating  new  risks 
that  might  turn  up  tomorrow. 

To  learn  more,  contact  AIG,  Dept.  A,  70  Pine  Street, 
New  York,  New  York  10270. 

Together,  we'll  function  like  clockwork. 

Insurance  Companies  That  Don't  RV7S 
Think  Like  Insurance  Companies  rmlL^I 
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You're  looking  at  the  work  of  artists  who  fought 
to  be  accepted  and  won.  They  balked  at  being 
typecast  and  asserted  their  own  identities.  Now  a 
new  exhibition  brings  their  work  together  for  the  first 
time,  and  celebrates  their  victories. 

In  their  time,  each  of  these  artists  was  exhibited 
in  the  United  States.  Critics  were  often  condescend- 
ing. Yet  this  was  work  which  attracted  the  likes  of 
Picasso,  Motherwell  and  Pollock.  Now,  seeing  it  all 
in  one  place  is  like  looking  at  50  familiar  years  of  art 
history  through  a  new  pair  of  glasses.  From  muralists 
to  surrealists,  from  abstract  expressionists  to  the 
sharp  stab  of  political  poster  art,  we  discover  that 
these  artists  often  led  and  rarely  followed. 

The  artists  are  Latin  American.  The  exhibition 
at  the  Bronx  Museum  of  the  Arts  is  entitled:  "The 
Latin  American  Spirit:  Art  and  Artists  in  the  United 
States,  1920-1970." 

Although  they  share  a  Latin  American  heritage, 
these  artists  lived  and  worked  in  North  America  and 
were  forever  changed  by  their  experience.  So  finally, 
what  this  exhibition  gives  us  —  together  at  last  —  is  a 
missing  chapter  in  the  history  of  American  art. 

It's  no  wonder  why  we  were  eager  to  give  this 
exhibition  our  support,  or  why  we  urge  you  to  see  it. 
We're  reminded  that  progress  of  an  enduring  and 
valuable  nature  is  impossible  without  the  spirit  to 
create  and  the  spirit  to  persevere. 
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Philip  Morris  Companies  Inc. 

Philip  Morris  U.S.A. 

Philip  Morris  International  Inc. 

General  Foods  USA 

General  Foods  Worldwide  Coffee  &  International 

Oscar  Mayer  Foods 

Miller  Brewing  Company 

Philip  Morris  Credit  Corporation 

Mission  Viejo  Realty  Group  Inc. 

National  Tour:  The  Bronx  Museum  of  the  Arts.  Bronx.  NY.  October  1 .  1988  -  January  29. 1989 

El  Paso  Museum  of  Art.  El  Paso.  TX.  February  27  -  April  23.  1989 

San  Diego  Museum  of  Art.  San  Diego.  CA,  May  22  -  July  16,  1989 

Institute  of  Puerto  Rican  Culture.  San  Juan,  PR,  August  14  -  October  8.  1989 

Center  for  the  Arts,  Vero  Beach,  FL.  January  28  -  March  31,  1990 

(Top  left  to  right)  Domingo  Lopez,  Orange  Energy,  Fernando  Botero,  Ruben's  Wife:  Rufino  Tamayo, 
Carnival   (Bottom  left  to  right)  Alfaro  Siqueiros,  The  Challenge.  Roberto  Matta,  Eclosion;  Octavio 
Medellin.  The  Hanged 


Joel  next  turned  his  sights  on  Resis- 
tol. A  venerable  western  hat  company 
from  Garland,  Tex.  that  was  bought 
by  Levi  Strauss  in  1980,  Resistol  had 
bought  Hat  Corp.  of  America's  brand 
names  in  1972.  But  by  the  time  Joel 
became  interested,  Resistol  was  los- 
ing millions  for  Levi  Strauss,  which 
gladly  sold  it  to  Joel  in  1985. 

Joel  used  the  same  strategy  at  Resis- 
tol that  he  had  used  at  Miller  Broth- 
ers. He  quickly  cut  Resistol's  ex- 
penses (by  $5  million  a  year)  and  lifted 
Resistol's  pretax  earnings  (to 
$300,000  m  the  first  year). 

From  Resistol,  it  was  on  to  the  best- 
known  western  hat  maker:  the  bank- 
rupt John  B.  Stetson  Co.,  whose  hat 
division  Joel  bought  last  December 
for  $13.5  million.  Again  Joel  slashed 
administrative  staff,  from  around  80 
to  under  20. 

With  AJD  at  the  low  end,  Miller 
Brothers  for  the  Sears  and  J.C.  Penney 
middle  market,  and  Resistol  and  Stet- 
son for  the  high  end  of  the  western 
and  dress  hat  markets,  Joel  now  has 
all  price  points  covered. 

VaTex  is  turning  out  over  3  million 
hats  a  year.  Note,  however,  that  half 
of  those  are  sold  to  the  western  mar- 
ket, which  attracts  only  around  10% 
of  the  population.  That  means  that 
VaTex  has  a  great  deal  of  market  po- 
tential in  the  dress  hat  segment. 
That's  where  Joel  intends  to  promote 
aggressively  the  Stetson  name. 

He  has  a  long  way  to  go  in  convinc- 
ing haberdashers  that  men's  dress 
hats  are  coming  around  again.  Dress 
hat  sales  have  yet  to  recover  from 
their  1960s  slump.  Retailers  are  so 
reluctant  to  carry  hats  that  Joel  has  to 
fight  to  win  shelf  space  from  shirt,  tic 
and  other  men's  apparel  makers. 

Sales  of  western  hats,  meanwhile, 
have  been  virtually  flat  since  1981, 
when  the  "urban  cowboy"  craze 
spurred  by  the  John  Travolta  movie 
fizzled  out.  The  oil  glut,  too,  has  hurt 
a  lot  of  Joel's  western  hat  customers. 
"Our  core  [western  hat|  market — Tex- 
as, Oklahoma,  Louisiana — is  an  eco- 
nomic disaster,''  |oel  says.  "It  it  h.ul 
been  good,  God  knows  what  we'd 
have  done." 

So  Joel  has  his  work  cut  out  if  he  is 
to  persuade  American    nun   to   buy 
dress  hats  as  they  once  did.  Can  he  do 
it?  It  so,  how-  Joel  plans  a  fall  adver- 
tising blitz  in  magazines  like  People 
and  Newsweek  and   on   Cable    News 
Network.  But  VaTex,  with  expected 
hat  and  cap  sales  ot  over  $70  million 
year,  will  be  able  to  spend  on) 
ion  on  promotion.  That  do 
i  int  to  many  full-page  ads. 
inwhile,  a  debt  clock  is  ticking. 
d  heavily  to  make  hi 


quisitions.  At  $57  million,  VaTex' 
long-term  debt  is  92%  of  total  capital. 
There  is  no  immediate  danger — pre- 
tax earnings  currently  cover  interest 
on  debt  by  a  factor  of  close  to  two — 
but  even  a  mild  sales  slowdown  could 
change  the  picture  dramatically. 

"If  the  oil  patch  improves  or  we  get 
a  hot  movie  about  cowboys,  the  mar- 
ket could  go  to  $100  million,  and  Mr. 
Joel  will  be  a  very  successful  indivi- 
dual," says  Roy  Langenberg,  president 


of  the  Washington,  Mo. -based  Lan 
genberg  Hat  Co.  But  he  adds:  "As  the 
market  has  contracted,  some  people 
have  been  too  big  [to  be  profitable] 
Can  that  happen  to  Mr.  Joel?  If  the 
business  goes  from  $75  million  to  $35 
million,  I  guarantee  it  will  happen." 
Irving  Joel  does  not  disagree,  but  he 
is  sure  the  fashion  cycle  will  turn  to 
his  advantage.  "It's  a  crapshoot,"  he 
agrees    cheerfully,    "but   I    like    the 
odds." 


The  Up  &  Comers 


Merchandiser 


John  Mackey  and  his  Whole  Foods  Market 
chain  is  another  vivid  case  of  how  a  young 
man  who  wanted  to  do  good  has  created  a 
business  that  is  doing  very  well 

Good  food, 
great  margins 


By  Toni  Hack 


Looking  like  one  of  the  Beatles  cir- 
Ica  their  Sgt  Pepper's  Lonely  Hearts 

(..luh  Band  album,  John  Mackey,  35, 
wears  his  longish  hair  in  tousled 
brown  curls  and  sports  a  mustache. 


He  tends  to  show  up  for  work  in  T 
shirt  and  hiking  shorts.  He  likens  th< 
structure  of  his  company,  Austin- 
based  Whole  Foods  Market,  to  the 
United  Federation  of  Planets  in  Star 
Trek  (a  confederation  of  largely  auton 
omous  planets/stores).  He  says  things 


Whole  Foods  Market  Chief  Executive  John  Mackey,  atop  an  Austin  store 

"1  was  a  hippie.  But  I'd  had  the  natural  foods  conversion." 
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like,  "We're  trying  to  build  a  company 
based  on  trust  and  love." 

It  is  easy  to  dismiss  Mackey  as  a 
flake.  Easy  and  wrong.  Ask  the  ven- 
ture capitalists  who  have  fed  him  $4.5 
million  over  the  last  few  months. 
Like  Celestial  Seasonings,  the  herbal 
tea  company  now  owned  by  Kraft, 
Mackey's  Whole  Foods  started  as  a 
hippie  outfit  with  a  mission — to  get 
people  to  eat  organic  food — and  stum- 
bled upon  a  big,  fast-growing  market. 
Mackey  now  has  six  Whole  Foods  gro- 
cery stores,  which  offer  such  products 
as  free-range,  hormoneless  chickens, 
fresh  bran  muffins,  organically  grown 
kumquats  and  packaged  goods  with 
such  brand  names  as  Hain  Naturals 
and  Health  Valley. 

The  items  are  expensive.  Free-range 
fryer  chickens,  for  example,  go  for 
$1.39  to  $1.99  a  pound  at  the  Whole 
Foods  Market  in  Houston,  compared 
with  89  cents  a  pound  for  a  Holly 
Farms  fryer  at  the  Kroger  store  a  few 
blocks  away.  But  Mackey  has  discov- 
ered that  lots  of  folks  are  willing  to 
pay  large  sums  of  money  to  feel  both 
virtuous  and  self-indulgent  at  the 
same  time. 

"I  don't  even  pay  any  attention  to 
what  the  prices  are,"  says  George 
Hrdlicka,  57,  a  Houston  attorney  who 
shops  with  his  wife,  Judy,  48,  after 
they  jog  and  work  out  at  their  local 
health  club  on  Sunday  mornings.  Like 
many  patrons,  they  drive  several 
miles,  past  other  grocery  stores,  to 
shop  at  Whole  Foods. 

Those  high-priced  items  produced 
an  estimated  $45  million  in  sales  for 
Whole  Foods  Market  in  the  fiscal  year 
that  ended  in  September.  With  the 
addition  of  a  Palo  Alto  store  and  an- 
other in  a  Dallas  suburb,  fiscal  1989 
sales  are  projected  at  $65  million. 
Mackey  won't  disclose  profits,  but  his 
stated  goal  is  a  net  margin  of  3%  to 
6% — a  fat  improvement  over  the 
1.3%  to  1.4%  net  margins  that  super- 
markets usually  average.  Says  Rich- 
ard Smith  of  Houston's  First  Inter- 
state Capital  Corp.,  part  of  First  Inter- 
state Bancorp,  "John  couples  social 
concern  with  a  keen  understanding  of 
profitability."  First  Interstate  Capital 
has  invested  $2  million  in  Whole 
Foods  Market. 

Mackey,  who  left  the  University  of 
Texas  a  few  credits  short  of  his  philos- 
ophy degree,  is  an  example  of  what 
one  sees  over  and  over  in  successful 
small  businesses:  a  young  man  who 
got  into  business  not  to  make  a  lot  of 
money,  but  as  a  way  of  expressing 
deeper  personal  concerns — and  to  en- 
joy himself.  "I  was  a  hippie,"  Mackey 
happily  acknowledges.  "I  just  hung 
out  and  played  basketball.  But  I'd  had 
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What  more  do  you  get 
lorn  the  most  popular  copiers 

in  America? 


More  copiei 


Meeting  the  copying  demands  of  business 
demands  a  lot  more  than  bells  and  whistles. Which  is  why 
some  of  the  most  popular  features  of  our  copiers  aren't 
really  copier  features. 

Like  the  advanced  technology  of  our  high- 
performance  copying  systems.  Designed  to  make  even 
complex  jobs  easy.  While  making  you  more  productive. 

Or  brilliant  high-resolution  color  copies  that  add 
power  and  dimension  to  your  communications. 


e  operation  of  our 


And  the  virtually 
cartridge  technology. 

Which  doesn't  mean  we  don't  put  just  as  much  into 
our  basic  copier  features.  In  fact.youd  be  hard  pressed  t 
find  a  better  value  at  any  level  of  performance. 

From  personal  copier  convenience  to  digital  laser 
precision,  it's  a  combination  of  performance  and 
reliability  that  sets  Canon  copiers  apart.  And  sets  you 
apart  from  the  competition. 


Canon 


THE  CHOICE  IS  CANON 

tHkc«H  loll^ee  1-800-OK  CANON  Or  write  Canon  US  A  .  Mc  PO  Box  5023.  Oitlon.  N  J  07015 


the  natural  foods  conversion." 

Eager  to  convert  others,  he  coaxed 
$45,000  out  of  family  and  friends  and 
opened  a  small  health  food  store 
called  Safer  Way  in  Austin  in  1978. 
Two  years  later  he  merged  it  with 
another  to  form  Whole  Foods  Market. 

A  natural  foods  store  is  considered 
large  at  4,000  square  feet.  Today's 
Whole  Foods  markets  range  up  to 
20,000  square  feet  and  carry  some 
10,000  items.  "I've  found  that  many 
people  initially  come  to  us  for  the 
gourmet  products  [pate,  radicchio, 
balsamic  vinegar  and  the  like]  and 
then  get  interested  in  healthier  eat- 
ing," Mackey  says. 

It's  hard  to  fault  his  merchandising 
sense.  Organically  grown  produce  is 
prominently  marked,  and  low-fat, 
low-sodium,  high-fiber  foods  are 
tagged  "Heart's  Delight."  Each  store 
has  an  information  booth,  and  em- 
ployees are  well  versed  in  their  area  of 
the  store.  Mackey's  store  clerks,  usu- 
ally health  food  nuts  themselves,  fre- 
quently lead  health-conscious  shop- 
pers on  tours  of  the  stores'  products. 
"Customers  find  out  that  the  people 
who  work  here  aren't  nearly  as  weird 
as  they  might  look,"  says  Mackey.  A 
bimonthly  in-house  publication 
called  Highlights  educates  patrons 
about  unfamiliar  products  like  Herbal 
Animal's  Insect  Shoo  and  Lundberg 
Tasty  Brown  Rice  Cakes. 

In  effect,  Mackey  hopes  to  do  to  the 
organic  food  business  what  Safeway 
and  A&P  did  to  the  greengrocery  busi- 
ness a  half-century  ago.  "The  organic 
market  is  littered  with  inefficien- 
cies," he  says.  So  he  formed  his  own 
wholesale  operation  to  buy  produce  in 
bulk  and  sell  to  his  and  other  stores. 
This  helps  Mackey  cut  the  high  prices 
on  organically  grown  foods.  Organic 
Red  Delicious  apples  sell  for  79  cents 
to  85  cents  a  pound  in  season  at 
Whole  Foods,  versus  99  cents  at  other 
health  food  stores.  Plain  Red  Deli- 
cious apples  in  ordinary  stores  might 
go  for  69  cents! 

Mackey  has  made  his  share  of  mis- 
takes. In  1985  he  opened  a  restaurant 
that  cost  Whole  Foods  $880,000  be- 
fore it  closed,  and  he  built  a  second 
Austin  store  so  close  to  the  first  that 
it  cannibalized  sales.  But  he's  learn- 
ing. The  new  Dallas  store  is  a  spa- 
cious 10  miles  from  the  other. 

Venture  capitalists  now  own  34% 
of  the  company.  Mackey  has  14%, 
and  his  father,  William — who  was 
chief  executive  of  Lifemark  Corp.  un- 
til American  Medical  international 
bought  it  four  years  ago — owns  13%. 
"I  talk  to  him  several  times  a  month," 
says  the  son.  "The  venture  guys  say, 
'Well,  maybe  John  inherited  the  good 


How  to  blow  people  away 


Zigv  Kalu7nv  Ganinu  l.i;iw>n 


TIk  produce  team  at  an  Austin  Whole  Foods  market 
Beach  balls,  goat's  milk  and  team  spirit. 


To  the  casual  eye,  it's  obvious 
that  Whole  Foods  Market's  em- 
ployees are  happy  and  well  moti- 
vated. Thank  Chief  Executive  John 
Mackey's  team  scheme.  Each  store 
department — produce,  meat  and 
seafood,  and  so  on — has  a  team  of 
workers.  While  buying  at  big 
chains  is  centralized,  at  Whole 
Foods  each  team  does  its  own  buy- 
ing, on  the  theory  that  team  mem- 
bers know  their  customers  best. 
That's  good  for  morale — and  prof- 
its. Mackey  awards  bonuses  based 
on  gross  margins. 

Teamwork  boosts  productivity, 
too.  If  a  team  spends  less  than  its 
labor  budget,  members  get  to  keep 
the  savings  as  bonuses.  Whole 
Foods  saves  nothing  on  wages  but 
much  on  such  indirect  costs  as 
benefits,  since  higher  productivity 
means  fewer  employees.  Teams 
weed  out  the  lazier  workers  by  vot- 
ing on  whether  to  keep  new  em- 
ployees after  a  probation  period  of 
four  to  six  weeks. 

Forbes  sat  in  on  a  7  a.m.  month- 
ly meeting  of  the  Houston  Whole 


Foods  Market's  grocery  team,  cov- 
ering dairy  items,  bulk  foods  like 
granola  and  most  packaged  goods. 
About  15  team  members  were 
dressed  as  for  work — i.e.,  mostly  in 
jeans  and  shorts.  One  member 
brought  his  2>/2-year-old  daughter. 
For  a  time,  members  tossed  a  beach 
ball  around.  After  working  on  spe- 
cific problems,  such  as  a  dearth  of 
goat's  milk,  the  team  discussed 
general  concerns.  Herewith,  a  few 
comments.  (Note:  No  one  knew 
the  visitor  was  a  reporter.) 

"Everybody  should  be  looking 
out  for  the  whole  store.  We're  all 
responsible  for  the  entire  store." 

"You've  just  got  to  have  that 
attitude." 

"If  you  start  something,  finish  it. 
There's  nothing  worse  than  things 
being  done  half-assed." 

"If  we  got  more  efficient,  the 
store  would  look  better,  our  bonus- 
es would  be  better,  and  we'd  just 
feel  better." 

"If  people  have  a  problem  with  a 
product,  open  it  up  and  let  'em  try 
it.  That  blows  people  away."— T.M. 


genes.'  "  Other  early  investors  and 
employees  own  the  rest  of  Whole 
Foods  Market. 

Mackey  has  just  sent  a  team  of  20  to 
develop  a  California  division  of  four 
or  five  outlets,  starting  with  the  Palo 
Alto  store.  He  wants  to  top  $100  mil- 
lion in  sales  in  two  to  three  years, 
when  he  hopes  to  take  Whole  Foods 
public.  By  1995  he'd  like  to  have  30  to 


40  stores. 

"My  greatest  fear,"  says  Mackey 
the  businessman,  "is  that  the  market 
will  grow  so  fast  that  the  major  play- 
ers [big  chains  like  Kroger  and 
Safeway]  will  step  in."  But  then,  re- 
membering the  convictions  that  got 
him  interested  in  organic  eating  in  the 
first  place,  Mackey  adds:  "It's  also  my 
greatest  hope."  ■ 
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r  PHIL  ZINKEWICZ 

n  the  classic  Hollywood  western 
High  Noon,  Gary  Cooper  walks 
down  the  dusty  streets  of  a  small 
town  ready  to  meet  the  unknown. 
Aware  that  he  is  facing  fire  from  all 
sides,  the  strong,  silent  Cooper  is 
reed  to  reevaluate  his  life  in  terms  of 
i  principles  and  priorities.  His  beautiful 
ide,  played  by  Grace  Kelly,  is  also  un- 
rgoing  an  examination  of  conscience, 
sasuring  her  Quaker  beliefs  against 
~  survival  of  the  man  she  loves.  Neither 
s  faced  choices  so  important  before, 
d  it  is  certain  that,  whatever  decisions 
~  reached,  nothing  will  ever  be  quite 
esame. 
The  U.S.  insurance  industry  today  is 


also  at  a  crossroads.  Like  Cooper,  the  in- 
dustry is  facing  fire  from  different  fronts 
while,  at  the  same  time,  wresding  with 
necessary  changes  from  within.  Unlike 
Cooper,  however,  the  industry  cannot  run 
for  cover  or  depend  on  the  talents  of 
Hollywood  writers  to  extricate  it  from  in- 
ternal dilemmas. 

From  the  outside,  the  industry  has 
become  the  target  of  various  anti-industry 
factions.  First,  there  is  the  legislative  are- 
na, in  which  congressional  interest  has 
focused  once  again  on  the  validity  of  the 
insurance  industry's  McCarran-Ferguson 
Act  antitrust  exemption.  This  exemp- 
tion, which  is  not  a  complete  removal  of 
the  industry  from  antitrust  scrutiny,  but 
rather  a  limited  one  that  allows  for  state 
supervision,  has  been  attacked  periodi- 


cally in  the  past.  However,  never  before 
has  the  cry  for  removal  of  the  privilege 
been  so  loud. 

There  are  moves  on  the  federal  front 
to  modify  the  act  or  eliminate  it  complete- 
ly, setting  the  stage  for  a  scenario  in 
which  the  state-by-state  regulatory  system 
would  play  only  a  minor  role,  if  any,  in 
monitoring  the  industry,  with  the  federal 
government  enjoying  star  status. 

At  the  same  time,  insurers,  both  in  the 
U.S.  and  overseas,  are  being  bombarded 
with  cosdy  lawsuits,  some  forty  in  all,  by 
19  state  attorneys  general  and  various  pri- 
vate parties,  alleging  that  insurers,  in- 
surance brokers,  reinsurers  and  even 
Lloyd's  of  London  conspired  to  bring 
about  the  insurance  availability  and  affor- 
dability  crisis  of  1984-85.  These  lawsuits 
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charge  that  the  industry  acted  in  concert  to 
raise  premiums,  withdraw  from  specific 
coverages  and  force  buyers  of  insurance 
to  accept  more  restrictive  "claims-made" 
commercial  insurance  policies  as  op- 
posed to  previously  more  liberal  "occur- 
rence" coverages. 

The  industry  has  responded,  and 
some  legislators  and  media  representa 
tives  have  observed,  that  the  attorneys 
general's  lawsuits  might  be  politically  mo- 
tivated. The  attorneys  general  partici- 
pating have  consistently  argued  against  in- 
surance industry  calls  for  ton  reform. 
New  York  State  Senator  John  Dunne  has 
said  emphatically  that  the  attorneys  gen- 
eral made  their  move  due  to  ignorance  of 
the  way  the  insurance  industry  operates 
and  frustration  at  having  spent  taxpayers' 
dollars  on  an  investigation  that  had  no 
merit. 

TAX 
CHANGES 

The  industry,  in  both  propertj  ( as 
ualty  and  life,  also  is  facing  serious  tax 
problems  as  a  result  of  the  Tax  Reform 
Act  of  1986  and  new  congressional  Interest 
in  removing  advantageous  tax  treatment 
from  certain  Interest-sensitive  life  prod- 
ucts. The  employee  benefits  arena  Is 
also  facing  changes  as  the  result  of  tax 
reform 

DEVELOPMENTS 

FROM 

W  N 

lile  all  this  is  going  on,  the  industry 
imining  its  modus  operan 
it  new  marketing  methods 
from  the  mistakes  it 
ding  the  1984  85 
potential  im| 
;  porate  bal- 
ppling  with  changes  in 


the  state-by-state  workers'  compensa- 
tion system. 

The  end  result  of  these  developments 
is  not  easy  to  predict,  but  the  consulting 
firm  Arthur  Andersen  &  Co.  has  taken  a 
broad  stab  at  it.  The  firm  recently  complet- 
ed a  survey  of  150  executives  from  the 
life,  health  and  property/casualty  industry. 
This  Delphi  study  was  conducted  jointly 
by  Arthur  Andersen  and  the  Life  Office 
Management  Association  (LOMA). 

The  study  sums  up  the  present  condi- 
tion of  the  insurance  industry:  "The  1980s 
have  brought  many  changes  to  the  in- 
surance industry  and  have  altered  the  face 
of  the  business  as  seldom  in  its  history. 
The  creation  and  dominance  of  radically 
new  life  products,  extreme  price  com- 
petition in  the  property/casualty  business, 
the  entry  of  new  competitors,  the  gradu- 
al erosion  of  regulatory  barriers  and  the 
emergence  of  technology  as  a  key  ele- 
ment of  competitive  strategy  are  among 
the  important  changes  in  the  past  decade." 

INSURANCE 

INDUSTRY 

CYCLICALITY 

To  understand  the  magnitude  of  that 
summation,  it  is  necessary  to  take  a  rela- 
tively short  trip  back  in  time  and  look  at 
v.  hat  has  happened  to  traditional  insur- 
ance industry  "cyclicality,"  the  bench- 
mark by  which  the  industry's  ups  and 
downs  have  been  measured.  In  the  not- 
too -distant  past,  the  property/casualty  in- 
surance industry's  cyclical  occurrences 
wire  as  predictable  as  a  plant's  orbital 
cycle  without  trying  to  solve  the  age-old 
"chicken-and-egg"  enigma,  insurance  in- 
dustry cyclically  followed  the  three- 
war  on  and  three-year-off  formula. 

In  other  words,  it  could  be  expected 
thai  three  profitable  years  for  the  industry, 
during  which  insurers  were  anxious  to 
1 1  Hiipete  for  business  so  that  they  could 
invest  premium  dollars,  were  followed 
by  three  wars  of  losses,  during  which  the 
industry  paid  for  its  prior  competitive- 
ness v»  hen  it  intentionally  underpriced  its 
products 

within  that  comfortable  cocoon  of  cy- 
clic aim.  the  industry  functioned  for  years, 
able  to  price  its  products  and  services  in 
sin  h  a  way  that  underwriting  losses  were 
never  severe  enough  to  Interfere  with 
bottom-line  black  ink  when  coupled  with 
Investment  income  pre  this 

However,  in  the  beginning  of  the 
1980s  (he  Insurance  Industry's  planetary 
cyt  le  began  to  spin  out  of  orbit. 

For  one  thing,  the  industry  was  com- 
ing off  profitable  wars  of  the  late  1970s,  a 


time  at  which  the  traditional  cycle 
would  ordinarily  lead  insurers  to  comr. 
aggressively.  For  another  thing,  the  seli 
insurance  movement,  which  received ; 
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By  Robert  E.  Vagley 
President 

The  "trustbuster"  is  a  much 
revered  American  icon,  but 
few  who  claim  that  title  to- 
day merit  the  same  reverend 
certainly  not  those  who  are 
attacking  the  insurance  indi 
try's  antitrust  exemption. 

Created  by  the  McCarran-Ferguson 
Act  of  1945,  the  industry's  exemption 
nurtures  rather  than  stifles  competi- 
tion. The  act  allows  certain  limited  co 
lective  activities  that  enable  small 
companies  to  compete  successfully  w 
huge  institutions  and  make  it  possible 
for  the  industry  to  serve  otherwise  hai 
to-insure  markets,  such  as  nuclear  li- 
ability. By  specifically  disallowing  boy' 
cott,  coercion  or  intimidation,  McCar- 
ran  protects  consumers  against  abuse 
There  is  simply  no  trust  to  bust.  Tb 
standard  tests  of  competiveness  provt 
that,  if  anything,  the  industry  is  too 
competitive.  But  those  who  want  to  re 
peal  or  cripple  McCarran  are  not  con- 
cerned with  competition  or  the  insur 
ance  buyer.  The  "trustbuster"  hook  is 
there  only  to  lure  public  support. 

Attractive  as  that  lure  is,  if  the  publi 
bites,  consumers  will  be  the  ones  to  si 
fer.  Small  companies  unable  to  com- 
pete will  disappear.  Moreover,  now  pt 
missible  pooling  arrangements  that 
serve  difficult  markets  may  vanish  as 
well.  In  time,  a  handful  of  megacom- 
panies  will  dominate  the  marketplace 
instead  of  the  thousands  that  now  vie 
for  business.  That  amounts  to  fewer— 
not  more — options  in  price  and  prod 
uct  for  insurance  buyers.  And  the  poli 
cal  difficulty  of  completely  replacing 
state  regulation  with  federal  all  but  giu 
antees  more  costly  dual  regulation 
and  less  responsiveness  to  consumer 
Insurance  buyers,  whether  individ- 
uals or  businesses,  have  the  most  impc 
tant  stake  in  the  outcome  of  the  McCa 
ran  debate.  In  this  instance,  following 
the  lead  of  self-styled  Teddy  Roose- 
velts  could  be  more  like  charging  will 
the  Light  Brigade  than  with  the  Roug 
Riders. 
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HJILD  YOUR  FINANCIAL  FUTURE 
)  TAKE  EVERYTHING  WE'VE  GOT. 

And  we've  got  virtually  every  financial 
product  and  service  you're  ever  likely  to  need. 

Our  representatives  can  provide  you  with 
life  insurance,  available  from  America's  oldest 
chartered  mutual  life  insurer. 

They  can  offer  you  mutual  funds,  including 
several  cited  for  consistently  superior  performance 
by  organizations  like  Upper  Analytical  Services* 

They  can  satisfy  your  interest  in  real  estate 
investments.  Employee  benefits  programs.  Finan- 
cial planning. 

These  are  experienced,  knowledgeable, 
local  professionals  who  recognize  that  building 
long-term  relationships  is  fundamental  to  helping 
them  build  and  shape  their  clients'  financial  future. 

To  receive  a  free  brochure  about  our  prod- 
ucts and  services,  as  well  as  the  name  of  your  local 
representative,  phone  1-800-222-2725,  Ext.  359. 

The  New  England  Your  Financial  Partner, 
Your  Financial  Future. 
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over  1200  mutual  funds. 


tremendous  impetus  during  an  industry 
down-cycle  in  the  mid-seventies,  provid- 
ed an  even  greater  incentive  for  insurers 
to  compete. 

However,  another  element  caused 
the  normal  and  expected  competition  to 
intensify  even  more.  The  surge  in  inter- 
est rates  during  the  early  eighties  caused 
even  the  most  cautious  of  insurers  to 
throw  sound  underwriting  approaches  to 
the  wind.  Cash-flow  underwriting,  with 
little  regard  for  potential  losses,  became 
the  order  of  the  day. 

All  the  rules  of  the  game  were  aban- 
doned, and  the  cycle  was  broken  for  the 
first  time  in  the  industry's  history.  A  cy- 
cle, that  should  have  turned  at  the  first  sign 
of  industry  losses  in  1981  and  1982 
bringing  about  rate  increases,  stretched 
into  1982, 1983  and  pan  of  1984,  during 
which  time  rates  remained  low  and  cover- 
ages generous.  The  solons  of  the  insur 
ance  society  predicted  doom,  but  even  as 
they  did,  they  continued  to  underprice 
their  products,  first  to  take-  advantage  i  >t 
investment  earnings  and  second  to 
avoid  losing  market  share. 


THE 

TORT-LIABILITY 

ISSUE 

In  the  end  of  1984,  the  property/cas- 
ualty insurance  industry  realized  that  it 
had  turned  a  corner.  Interest  rates 
dropped,  leaving  insurers  to  look  to  un- 
derwriting earnings  to  develop  profits. 
However,  having  underpriced  their  prod- 
ucts for  so  long,  the  insurers  needed 
rate  increases  as  severe  as  cuts  had  been 
during  the  prolonged  soft  market. 
While  insurance  buyers,  regulators  and 
legislators  were  not,  understandably 
enough,  anxious  to  question  the  bargains 
of  the  early/eighties,  they  were  incensed 
over  the  rapid  rate  rises  of  1984  and  1985. 
The  industry  had  painted  itself  into  a 
corner. 

Moreover,  the  ton-liability  issue  be- 


gan to  attract  attention  from  the  nationa 
news  media,  and  the  insurance  industry 
once  virtually  ignored  by  the  national  da 
lies  and  television,  became  the  center  o 
public  attention  at  a  time  when  it  was 
loathe  to  play  that  role. 

The  insurance  industry  seized  upon 
the  liberalities  of  the  civil  justice  system  t 
defend  the  unavailability  and  unafford 
ability  of  insurance  during  1984-85.  In  fac 
it  was  not  a  new  issue. 

A  decade  earlier,  during  the  tight 
market  of  1974-75,  the  industry  blamed 
the  evolution  of  the  tort  system  for  rises 
in  product  liability  premiums  and  mal- 
practice insurance  coverages.  At  that 
time,  the  industry  warned  that  a  civil  jus 
tice  system  that  allowed  easy  access  to 
the  courts  for  even  the  most  frivolous  inji 
ry  claims  would  eventually  mean  in- 
sureds paying  through  increased  premi 
urns  for  "social"  injustices.  But  later  in 
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The  property/casualty  insur- 
ance industry  often  is  re- 
ferred to  as  a  pass-through 
mechanism — a  system 
through  which  the  costs  of 
accidents  and  other  perils 
are  passed  on  to  those  who  pay  the 
premiums 

This  is  a  short-sighted  view.  As  im- 
portant as  passing  through  loss  costs  are 
the  industry's  efforts  to  prevent  or 
contain  losses  These  efforts  help  to  keep 
premiums  lower — but  of  greater  ben- 
efit to  society,  they  save  lives,  reduce 
injuries  and  conserve  property. 

in  addition,  most  of  the  industry's 
cash  held  in  trust  for  policyholders  and 
claimants  is  invested  in  municipal 
bonds,  which  support  schools,  roads, 
ports  and  stores  of  other  community 
projects 

However,  the  industry's  critical  con- 
tribution has  been  saving  lives  and  prop- 
erty. 

Insurance  prices  alone  create  safety 
incentives  lor  example,  workers'  com- 
pensation prices  may  vary  according 
to  the  safety  record  of  a  specific  business 
and  are  always  based  on  the  claim  rec- 
<  >i  d  i  )t  the  type  <  >t  business  Ante  i  c nvners' 


premium  payments  vary  according  to 
factors  known  to  lead  to  accidents. 

Even  before  coverage  is  provided, 
insurers  may  require  safety  shortcom- 
ings to  be  remedied,  if,  for  example, 
an  inspection  of  a  large  business  reveals 
improper  storage  of  flammables  or 
toxic  chemicals.  This  kind  of  experience 
is  shared  as  industry  experts  sit  on 
national  committees  to  establish  safety 
standards  for  chemicals,  industrial  hy- 
giene, boilers,  marine  vessels  and  scores 
of  other  products  and  procedures.  In- 
surers have  already  led  the  way  in  devel- 
oping building  codes  that  have  dra- 
matical ly  reduced  fire  risks. 

The  industry  also  sponsors  one  or- 
ganization that  does  nothing  but  pro- 
mote highway  safety,  while  others 
work  with  police  to  combat  auto  theft, 
arson  and  fraud.  And  insurers  have 
gone  to  court  to  fight  for  airbags  in  cars 
and  to  state  capitals  to  promote  stron- 
ger drunk  driving  laws. 

Americans  are  safer  today  than  ever 
before.  However,  much  remains  to  be 
done — in  the  workplace,  in  fighting 
crime,  in  somehow  convincing  our 
youth  to  drive  more  carefully,  in  living 
safely  with  new  machines,  new  chemi- 
cals and  increasing  population  densi- 
ty 

As  one  former  regulator  observes, 
"Insurance  covers  the  full  gamut  of  soci- 
ety; therefore,  the  problems  of  society 
are  basically  the  problems  of  insurance 

The  insurance  industry  will  contin- 
ue to  play  a  major  role  in  helping  to  sol 
these  problems 
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f  s  a  war  of  wants. 

Your  employees  want  more  benefits.  You 
want  to  contain  costs.  Still,  if  you  say  "no," 
your  best  people  may  say  "so  long." 

Now  The  Travelers  introduces  a  new  kind  of 
employee  service.  One  that  won't  tug  at  your 
company's  purse  strings. 

If  s  called  MoneyTrac®  .  A  personal  money 
management  service  that  can  immediately 
increase  the  value  of  your  employees'  total  com- 
pensation package. 

By  helping  them  save,  spend,  borrow,  invest 
and  protect  their  money  more  intelligently.  No 
matter  how  much  money  they  make. 

MoneyTrac  is  a  package  of  money  manage- 
ment services  your  employees  will  make  use  of 
every  day.  Brought  right  to  where  they  work. 


It's  also  savings  accounts  that  reward  higher 
balances  with  greater  interest.  Insurance  and 
credit  products  with  special  rate  advantages. 
Professional  help  in  developing  a  goal-oriented 
financial  plan. 

All  tracked  on  an  integrated  monthly  state- 
ment that  can  help  your  employees  with 
their  budgeting  and  bill  paying.  And  can 
serve  as  their  personal  "roadmap"  to  financial 
peace  of  mind. 

Meanwhile,  your  out-of-pocket  costs  are  min- 
imal. And  The  Travelers  does  all  the  adminis- 
trative work. 

Sound  like  a  program  that  would  pull  well 
in  your  company?  Call  our  Vice  President  of 
Institutional  Sales  at  1-800-862-7355,  and  find 
out  more. 


A  Financial  Management  System  from  TheiravelerSJ 

Insurance  products  are  provided  by  The  Travelers  Insurance  Company,  The  Travelers  Indemnity  Company,  and  their  insurance  affiliates. 

Mortgages  are  provided  by  The  Travelers  Mortgage  Services,  Inc.  (=J  Equal  Housing  Lender. 

Financial  Planning  Services  are  provided  by  Travelers  Equities  Sales,  Inc. 

Bank  services  are  provided  by  The  Massachusetts  Company,  Inc.  Bank  accounts  are  FDIC  insured  up  to  $100,000  per  depositor. 

Equal  Opportunity  Lender.  '(=i  Equal  Housing  Lender. 
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the  1970s,  when  underwriting  profits 
from  other  lines  and  the  investment  side 
began  looking  favorable,  the  industry 
seemed  to  forget  its  own  admonitions. 
In  1984,  however,  the  industry  again 
heard  its  own  message.  Not  only  had  inter- 
est rates  dropped  and  inflation  affected 
its  bottom-line  results,  but  insurers  were 
also  faced  with  myriad  claims  stemming 
from  lawsuits  from  every  front.  Not  only  in 
product  liability  and  malpractice,  but 
also  claims,  huge  settlements  and  awards 
came  in  the  area  of  directors'  and  offi- 
cers' coverage,  pollution  incidents,  mu- 
nicipal lawsuits  and  asbestos  injuries. 


As  part  of  our  increased  commitment  to  the  insurance 

industry,  we  are  pleased  to  announce  that  the 

following  have  become  associated  with 

our  Firm  as  Principals: 

Denis  J.  Callaghan 
Peter  F.  deVos 

Following  these  additions,  our  Insurance  Group 
now  includes  the  following  individuals: 

Research 

Denis  J.  Callaghan,  Principal 

Ira  H.  Malis,  Analyst 

Elizabeth  C.  Malone,  CFA,  Analyst 

Ellen  S.  Barzilai,  Associate  Analyst 

Investment  Banking 

James  B.  Stradtner,  Managing  Director 

Peter  F.  deVos,  Principal 

Thomas  W.  Johnson,  Associate 

Karen  M.  Boezi,  Analyst 

Over-the-Counter  Trading 
Michael  K.  Higgins,  Trader 


Alex.  Brown  &  Sons 

Incorporated 

ESTABLISHED  1800 

America's  Oldest  Name  in  Investment  Banking 

135  E.  Baltimore  Street,  Baltimore,  MD  21202 

Telephone:  (301)  727-1700 

Members  New  York  Stock  Exchange,  Inc.  and  other  leading  exchanges 


From  the  view  of  insurance  buyersjj 
the  industry  had  gone  haywire.  At  theji 
meeting  of  the  National  Association  on 
Insurance  Commissioners,  an  associati 
of  state  regulators,  the  president  of  th|1 
Risk  and  Insurance  Management  Socii|( 
(RIMS),  Richard  C.  Heydinger,  who  is 
also  risk  management  director  for  Hal 
mark  Cards  in  Kansas  City,  participated 
in  a  special  discussion  on  buyers'  attitui 
towards  insurers.  He  says  that  the 
"rough  handling''  corporate  insuranoK 
buyers  received  from  the  insurance  irl 
dustry  in  the  last  hard  cycle  had  resultei 
a  new  determination  by  buyers  not  tol 
tied  to  the  unpredictable  fluctuations  U 
insurance  industry's  underwriting 
swings. 

Despite  the  industry's  drive  for  stabjl 
ity,  it  has  already  spawned  an  area  of  rj 
competition,  which  in  itself  threatens  | 
that  stability.  The  1984-85  insurance  < 
gave  rise  to  new  types  of  alternative  i 
mechanisms 

New  captive  insurance  companies ; 
being  formed,  not  just  in  the  offshore  | 
areas,  but  onshore  as  well,  as  states  I 
gin  to  relax  laws  regarding  the  forma 
of  these  self-insurance  vehicles.  In  adej 
tion,  Congress  passed  the  milestone  1 
Retention  Act  of  1986,  which  provide 
guidelines  for  the  creation  of  risk  rete 
tion  groups  and  purchasing  groups. 
These  groups  make  buyers  of  insurant 
less  dependent  upon  the  vagaries  oft 
insurance  industry's  cycles. 

Corporate  and  municipal  risk  buyer] 
were  quick  to  take  advantage  of  these 
mechanisms.  As  a  result,  when  the  i 
ket  began  to  soften  in  1986  and  1987,  i 
surers  found  that  those  sheep  that  we 
driven  from  the  fold  were  reluctant  to| 
rejoin  the  flock. 

The  truth  of  these  developments  i 
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Underwriting  is  more 
than  taking  orders. 


tion  and  Catastrophe  Management.  With  a  policy  of 
prompt  claims  payment. 

For  reinsurance  coverage  that  really 
serves  your  needs,  talk  American  Re. 
Where  underwriting  is  understood. 

American  Re-Insurance  Company 
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It's  understanding  risk.  At  American  Re,  our  un- 
derwriters are  experienced  professionals,  not  just 
ordertakers.  They're  knowledgeable.  Dedicated. 
And  committed  to  client  service. 

They're  backed  by  innovative  services  like  Client 
Teams,  Planning  Tablef  Underwriting  Audits.  Claims 
programs  in  Arson  Prevention;  Massive  Injury,  Litiga- 


be  seen  clearly  in  the  RIMS  survey,  which 
showed: 

■  Buyers  who  used  alternative  risk  fi- 
nancing in  1986  purchased  two  to 
three  times  the  limits  of  those  who  did 
not; 

■  While  retentions  rose  in  response  to 
premium  increases  and  lack  of  avail- 
ability, they  have  not  decreased  as  pre- 
miums began  to  decrease,  and  insur- 
ance became  more  available,  and 

■  Market  conditions  that  made  it  diffi- 
cult for  some  industry  groups  to  pur- 
chase coverage  served  to  encourage 
them  to  explore  group  alternatives — 
removing  them  at  least  temporarily 
from  the  group  of  potential  buyers. 


John  P.  Folsom.J.D.,  CPCU,  president 
of  Fred  S.James  of  California,  San  Francis- 
co office,  and  1988  president  of  Society 
of  CPCU,  puts  it  this  way:  "The  shortened 
insurance  industry's  cycles  and,  there- 
fore, the  unpredictability  of  insurance  will 
exacerbate  the  movement  away  from 
traditional  markets,  especially  for  casualty 
risks.  Yet  many  of  these  'alternative'  in- 
surance mechanisms  such  as  captives,  are 
not  being  uniformly  subject  to  the  same 
rules  and  regulations  that  govern  tradi- 
tional insurers.  This  raises  concerns 
about  the  safety  and  stability  of  these  alter- 
native mechanisms.  Business  insurance 
consumers  must  exercise  caution  to  be 
assured  that  such  mechanisms  are  actu- 
arially sound  and  prudendy  structured 
financially." 

Primary  insurers  and  reinsurers  have 
accepted  the  permanence  of  alternative 
risk  markets.  "In  a  great  many  cases  they 
are  a  positive  development  for  the  insur- 
ance industry,"  says  William  H.  Bo- 
linder,  president  and  chief  executive  offi- 
cer of  Zurich  American  Insurance 
Group.  "Sometimes  they  can  absorb 
transactional  risks,  which  can  be  as- 
sumed by  the  customer,  thus  freeing  up 
capital  for  insurers  to  write  more  busi- 
ness. I'm  not  all  that  concerned  about  loss 
of  premium  to  the  insurance  industry 
Risk  retention  groups  provide  the  smaller 


commercial  insured  that  cannot  form  a 
captive  the  opportunity  of  taking  advan 
tage  of  self-insurance." 

American  Re-Insurance  Co.  has  even 
formed  a  subsidiary  called  AM-RE  Mana 
ers  Inc.  for  the  sole  purpose  of  provid- 
ing reinsurance  coverages  and  services 
captives  and  risk  retention  groups. 

Says  Edjobe,  president  and  chief  ex- 
ecutive officer  of  American  Re:  "The  sel 
insurance  trend  is  continuing  even  in 
the  softening  market.  We  can  offer  a  tra 
ing  relationship  to  self-insureds  who 
have,  in  the  past,  had  problems  with  op 
portunistic  sellers  of  insurance — those 
insurers  who  are  in  and  out  of  markets. 

"The  captives  and  risk  retention  grot 
will  need  not  only  reinsurance,  but  als 
services  and  expertise  in  areas  such  as  \ 
claims,  litigation,  EDP  and  underwriting 

TAX   REFORM  ACT 

While  the  insurance  industry  is  wres- 
ding  with  federal  intervention,  a  softenii 
marketplace  where  it  is  forced  to  play  b 
buyers'  rules  and  new  competition  fron 
alternative  risk  mechanisms,  it  is  also 
facing  problems  stemming  from  the  19* 
Tax  Reform  Act.  The  impact  of  that  tax 
reform  will  be  felt  by  insurers  in  a  numb 
of  wavs.  Bolinder  of  Zurich  American 


Mastering  the  basics  lets  us  write  your 
insurance  a  little  differently. 
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says  that  the  industry  still  has  not  gotten  a 
handle  on  the  ultimate  implications  of 
the  act. 

An  internal  memo  from  Johnson  & 
Higgins  describes  the  impact  of  the  tax 
reform  legislation:  "Under  the  Tax  Re- 
form Act,  the  insurance  industry  was  one 
of  several  industries  singled  out  for  spe- 
cial treatment  by  the  law.  On  balance, 
property/casualty  insurers  will  be  faced 
with  higher  taxes.  On  the  underwriting 
1  side,  total  taxable  income  is  constant 
over  the  life  of  these  policies,  but  the  tim- 
ing differs:  Premiums  are  earned  faster, 
and  losses  are  incurred  more  slowly.  On 
the  investment  side,  more  income  is 
'subject  to  taxation.  Thus  in  total,  income 
1  increases,  and  it  is  realized  earlier."  The 
memo  lists  the  major  points  of  the  Tax 
I  Reform  Act  that  affect  the  insurance  in- 
dustry as  follows: 

Discounting  of  loss  reserves  changes; 
reduction  of  the  corporate  tax  rates;  the 
inclusion  of  the  unearned  premium  re- 
serve in  taxable  income  and  the  taxation  of 
previously  tax-exempt  investment  income. 

EMPLOYEE 
I   BENEFITS 

Tax  uncertainties  are  also  confront- 
ing the  employee  benefits  industry,  ac- 


cording to  John  D.  Moynahan,  Jr.,  execu- 
tive vice  president  of  Metropolitan  Life 
Insurance  Co.  "Congress  is  now  wres- 
tling with  whether  or  not  and  to  what 
extent  employee  benefits  should  be 
taxed,  and  depending  upon  which  way  the 
shoe  drops,  there  could  be  profound 
implications  for  the  industry,  for  employ- 
ers and  for  organized  labor,"  he  says. 

The  Metropolitan  executive  also  says 
that  one  concern  facing  the  industry  is 
whether  there  will  be  legislation  man- 
dating certain  employee  benefits  to  be 
paid  for  by  employers,  an  "off-budget" 
way  of  dealing  with  social  concerns. 

"Politicians  often  dream  of  proposing 
social  legislation  that  does  good  but  that 
does  not  increase  the  government's 
budget.  The  risk  is  that  such  legislation 
could  play  havoc  with  the  health  care 
industry.  That's  not  to  say  that  the  propos- 
als are  bad,  but  they  must  be  paid  for 
either  through  higher  taxes  or  through 
higher  costs  employers  pay  for  bene- 
fits," says  Moynahan. 

The  situation  is  even  more  important, 
according  to  Harold  D.  McRae,  vice  presi- 
dent and  chief  operating  officer  of  Mon- 
eyTrac,  a  personal  financial  management 
system  from  The  Travelers  Corp.  "There's 
constant  pressure  for  additional  em- 
ployee benefits  coupled  with  the  need  to 
manage  benefit  costs.  The  future  of  fi- 


nancial services  is  at  the  workplace.  It's 
the  most  logical  source,  considering  the 
fact  that  an  employee's  paycheck  is  the 
primary  source  of  a  household's  in- 
come— connecting  financial  services  to 
the  workplace  is  not  only  practical  but 
convenient." 

HEALTH 

CARE 

COSTS 

The  issue  of  health  care  costs  is  one 
that  employers  around  the  country  are 
finding  increasingly  difficult  to  deal 
with,  according  to  Moynahan.  The  prob- 
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ZURICH-AMERICAN 

INSURANCE  GROUP 
American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  ■  Executive  Offices  Schaumburg.  IL  60196 
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ine  ways  an  insurance  company  ke 
ccident  from  becoming  a  disaster. 
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A  true  story. 

On  June  26, 1986,  a  company 
that  provides  gold  and  silver  paint  to 
chinaware  manufacturers  had  a  dev- 
astating fire.  Extensive  damage  was 
done  to  its  building,  equipment  and 
materials.  Sure,  the  company  was 
insured.  But  its  insurance  company 
did  more  than  honor  the  policy. 

IThey  helped  the  business 
•  re-open  quickly.  Once  on  the 
scene,  the  claims  adjuster  assessed 
the  damage  and  helped  the  owners 
figure  out  how  to  resume  business 
as  soon  as  possible. 

2    They  paid  to  erect  a  tempo- 
•  rary  building.  Using  provisions 
in  the  policy  to  pay  for  a  pre-fab 
structure,  the  company  was  able  to 
return  to  business  almost  as  usual 
within  two  weeks. 

3    They  mailed  a  check  right 
•  away.  In  fact,  the  paint  com- 
pany received  its  first  check  for 
$100,000  less  than  five  weeks  after 
the  fire. 

4    They  helped  dig  for  gold.  The 
•  insurance  company  found  that 
a  lot  of  gold  used  in  the  paint  was 
scattered  under  the  debris.  They 
promptly  authorized  a  reclamation 
firm  to  recover  and  clean  over  150 
ounces  of  gold  at  a  cost  far  below 
the  price  of  the  precious  metal. 

5    They  found  a  way  to  dispose 
•  of  toxic  wastes.  The  paint 
company  might  have  had  a  hard 
time  finding  a  reliable  company  for 
such  specialized  work,  but  the  insur- 
ance company  found  a  qualified  com- 
pany to  dispose  of  toxic  material. 


6    They  gave  it  a  personal  touch. 
•  Under  the  company's  policy, 
the  employees  were  surprised  to 
learn  that  they  would  be  reimbursed 
for  their  personal  belongings  lost  in 
the  fire. 

77    They  paid  to  inventory  the 
•  damage.  Most  people  don't 
realize  that  taking  inventory  of 
an  accident's  damages  is  another 
expense.  But  this  too  was  covered 
under  the  policy. 

8    They  took  out  the  garbage. 
•  Under  the  company's  policy, 
debris  removal  was  covered  down 
to  the  last  cinder. 

9,  They  paid  the  claims  on  time. 
•  A  check  arrived  in  September 
and  a  final  check  arrived  in  Decem- 
ber, only  five  months  after  the  fire. 

In  the  end,  the  insurance 
company  did  one  more  thing.  They 
wrote  another  policy.  According 
to  the  company's  owner,  that 
second  policy  was  his  best  "vote  of 
confidence"  in  his  insurance 
company. 

Your  insurance  company  does 
more  than  just  sell  you  a  policy. 

For  information  about  how  we 
keep  accidents  from  turning 
into  disasters,  write  for  our  free 
booklet.  Or  call  1-800-222-1144,  and 
ask  for  extension  F-9. 


For  a  free  copy  of  Insurance  is  more  than  a  policy, 
send  to:  Insurance  Information  Institute, 
Dept.  RR,  110  William  Street,  NY,  NY  10038. 


Name 


Address 


City 


State 


Zip 


No  salesperson  will  call. 


F-9 


Your  Insurance  Company 

We  do  a  lot  more  than  sell  insurance. 
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lem  goes  beyond  the  costs  of  health  care 
for  employees,  to  the  potential  liability 
employers  face  in  light  of  longer-living 
retirees. 

"The  GNP  shows  that  health  care  costs 
are  increasing  one-and-a-half  times  the 
regular  rate  of  inflation,"  he  says.  "But 
employers  are  seeing  rate  hikes  going  up 
18%  to  20%.  We  believe  that  employers 
should  make  greater  use  of  tools  that  are 
available  to  them  to  reduce  health  care 
costs.  We  believe  they  should  identify  and 
use  the  most  efficient  health  care  pro- 
viders, that  they  should  negotiate 
the  best  services  at  the  best  price  for 
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their  employees." 

Moynahan  says  that  Metropolitan  be- 
lieves that  health  maintenance  organiza- 
tions (HMOs)  and  preferred  provider 
organizations  (PPOs)  offer  the  best  route 
towards  controlling  health  care  costs. 

James  Stradtner  and  Peter  deVos, 
both  of  Alex  Brown  &  Sons,  Inc.  agree. 
They  believe  that  the  most  successful 
healthcare  providers  of  the  future  will  b< 
those  that  offer  a  combination  of  a  man- 
aged care  alternative,  such  as  HMOs  and 
PPOs,  and  traditional  indemnity 
insurance. 


AIDS:  MANY 

UNANSWERED 

QUESTIONS 

One  of  the  most  pressing  problems 
facing  the  insurance  industry  today  is  hov 
the  AIDS  epidemic  will  affect  future 
losses. 

Standard  &  Poor's  believes  that  insur- 
ance industry  fundamentals  will  not  dete 
riorate  due  to  AIDS.  Annual  AIDS-relat- 
ed  claims  will  remain  under  4%  of  total 
individual  life  insurance  claims  through 
1989,  according  to  S&P. 

A  study  by  S&P  indicates  that  contin- 
ued improvements  in  the  mortality  trend 
among  insureds  who  are  not  infected 
with  the  1  luman  Immunodeficiency  Viru; 
(HrV)  will  partially  offset  future  AIDS- 
related  claims  from  business  already  in 
force.  Also,  life  insurance  companies 
will  be  able  to  reprice  certain  life  policie 
and  reduce  returns  to  policyholders  to 
reflect  the  expected  moderate  short-terrr 
increase  in  AIDS-related  claims. 

However,  the  insurance  rating  orga- 
nization maintains  it  is  not  meaningful  to 
predict  long-term  ratings  implications 
of  AIDS  on  the  life  insurance  industry, 
given  the  wide  range  of  projections  for 
the  spread  of  the  disease  beyond  1991. 

John  A.  Fibiger,  executive  vice  presi- 
dent of  The  New  England  agrees:  "The  real 
threat  lies  in  the  future.  Where  permissi- 
ble, the  company  now  routinely  tests  for 
AIDS  exposure  on  life  policies  greater 
than  $100,000  and  on  lesser  amounts 
where  cause  exists.  Testing  prohibitions 
where  they  exist  have  not  prompted  mar- 
ket withdrawals  by  us,  but  we  are  limit- 
ing the  producers  from  whom  we  will 
accept  applications  in  some  jurisdic- 
tions 
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HE  HARTFORD  BEHIND  MY 


BUSINESS  I  know  I've  got  something 
;pecial.  Not  once  in  all  these  years  have 
hey  ever  let  me  down.  Don't  tell  me  all 
nsurance  companies  are  the  same. 


WHEN  YOU  NEED  US  MOST,  WE'RE  AT  OUR  BEST  TH  E  HARTFORD 

The  Insurance  People  of  Tllllll 

(§1988    The  Hartford  Insurance  Croup.  Harlford,  CT  061  IS 
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OVERALL 
OUTLOOK 

Given  all  these  developments,  then — 
the  precarious  regulator)'  environment 
for  the  industry  at  large,  the  softening 
insurance  market  where  competition  in- 
creases, the  rise  in  alternative  risk 
mechanisms,  the  tax  revolution  and  the 


problems  relating  to  health  care — 
where  will  the  insurance  industry  be 
heading  in  the  coming  years? 

The  Arthur  Andersen-LOMA  study 
maintains  that  competition  will  stiffen  for 
insurance  companies  between  now  and 
1995  Banks  and  investment  firms  will 
continue  to  be  key  competitors  in  areas 
involving  such  investment  services  as  pen- 
sions and  annuities.  Large  life/health 
companies  see  banks  and  investment 
firms  as  strong  competitors  in  the  indi- 
vidual life  market  as  well,  according  to  the 
study.  The  future  role  of  banks  and 
investment  firms  in  the  property/casualty 
insurance  industry  is  as  yet  unclear, 
however. 

Merger  and  acquisition  activity  will 
remain  high,  and  it  is  likely  that  the  market 
share  of  small  companies  will  continue 
to  diminish,  says  Arthur  Andersen. 

Segmenting  target  markets  for  pursu- 
ing new  business,  will  continue  to  be  a  key 
strategy  of  insurers  as  the  appeal  of  one- 
stop  shopping  begins  to  wear  thin. 

Changes  in  the  competitive  environ- 
ment, flatter  organization  charts  support- 


INDEPENDENT 
INSURANCE 
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AMERICA,  INC 

By  Lawrence  E.  Hite,  AAI 

President 


In  the  coming  months,  two 
events  could  have  a  profound  ef- 
fect on  your  insurance  program. 
One  duty  we.  .ls  Independent  In 
surance  Agents,  have  is  to  stay 
abreast  of  changes  in  the  market 
place  to  see  that  you,  the  consumer, 
continue  to  be  well  served 

lust   The  market  is    softening" — 
becoming  more  price  competitive  This 
means  for  the  time  being,  it  should  be 

er  to  obtain  a  werage,  and  premiums 
may  be  lower.  However,  remember 
that  price  should  not  be  the  sole  critieria. 
Mai     companies  that  offered  low 
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another  "soft  market"  as  severe  as  the 
last.  There  will  be  cycles,  and  we  recom- 
mend that  you  not  shop  your  insur- 
ance policies  just  to  save  a  few  dollars.  A 
stable  market  should  be  your  primary 
concern  Independent  agents  represent 
more  than  one  company  and  can  place 
your  protection  with  companies  that  of- 
fer stability  at  a  fair  price. 

Second:  You  need  to  be  aware  that 
Congress  is  considering  the  repeal  of  the 
McCarran-Ferguson  Act,  which  pro 
vides  limited  anititrust  exemptions  to 
the  insurance  Industry.  This  has  been 
discussed  elsewhere  in  this  supplement, 
but  I  would  be  remiss  if  I  did  not  warn 
you  about  the  downside  effect  of  such  an 
action. 

Repeal  would  produce  a  reduced 
supply  of  the  insurance  product,  and 
fewer  insurance  companies  compel 
ing  for  you  as  a  customer,  resulting  in 
higher  premiums.  Consumer  advo- 
cates  .ue  saying  repeal  would  help  the 
insurance  buyer  I  nfortunately,  we 
feel  they  are  misguided  by  the  frustra 
uon  they  felt  during  the  recent  "hard 
market ."  That  frustration  should  not  lead 
us  into  a  hasty  mistake.  Your  indepen 
dent  agent  will  be  happy  to  discuss 
McCarran-Ferguson  with  you  so  you 
can  make  a  judgment  and  urge  your  con 
gressional  representative  to  do  like- 
wise 


ed  by  information  technology  and  othej 
factors  will  present  managers  with  tou 
human  resources  challenges,  accordinj 
to  the  Arthur  Andersen  study.  "Efforts  i 
be  undertaken  to  increase  white  collar 
productivity  and  lower  costs.  Changing 
products  and  technology  also  will  spur 
need  for  higher  expenditure  in  educatic  \ 
and  training."  ■ 


DEDICATION 

This  insurance  section  is  respectful- 
ly dedicated  to  Richard  L  Doyle,  who 
was  instrumental  in  developing  the 
theme  and  tenor  of  the  supplement  anc 
except  for  his  untimely  death,  would 
have  authored  the  article.  Mr.  Zinkewic 
used  Mr.  Doyle's  notes  and  conversa- 
tions in  writing  "Insurance  at  The  Cros 
roads." 


Mr.  Zinkewicz  has  been  an  insur- 
ance journalist  for  nearly  twenty  years. 
He  has  written  for  a  number  of  perio- 
dicals and  is  currently  an  editorial  con- 
sultant with  the  Insurance  Advocate,* 
weekly  insurance  trade  publication,  anc 
editor  of  the  International  Insurance 
Monitor. 
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Designed  by  November  and  Laurence,  Inc., 
New  York.  Illustrated  by  Warren  Gebert. 


"Before  pu  buy 

insurance, 

examine  the  evidence." 
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RAYMOND  BURR 


An  agent  who  works  for  one  company 

can  only  offer  you  the  policies  that 

his  company  sells.  An  Independent 

Insurance  Agent  represents  several 

fine  insurance  companies.  So  your 

Independent  Agent  can  help  you  select 

^    the  right  coverage  at  the  right  price 

because  there  are  more  policies 
from  which  to  choose. 
The  evidence  is  clear. 


The  Independent  Insurance 
Agents  of  America 

. . .  and  the  companies  they  represent 


Staying  Power 
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Consistent  performance.  Year  after  year.  Since 
1868,  clients  have  chosen  us  because  they  know 
-we  provide  the  consistency  they  seek. 

This  consistency  this  staying  power,  has 
placed  us  among  the  top  50  financial  institutions 
in  America  with  over  $22  billion  of  assets  under 
management.  More  than  $34  billion  of  life  insur- 
ance in  force. 

Offering  Personal  Financial  Services, 
Employee  Benefits,  and  Asset  Management. 
Providing  wealth  accumulation,  retirement 
planning,  flexible  benefits,  cost  containment 
programs,  pension  fund  management,  and 
institutional  investments. 

If  consistent  performance  is  your  goal,  if  a 
solid  growth  pattern  is  what  you  are  after,  then 
demand  staying  power.  The  Power  of  the  Pacific. 

Pacific  Mutual 


Pacific  Financial 
Companies 

THE  POWER  OF  THE  PACIFIC 

1  800  544-3600 

700  Newport  Center  Drive  Newport  Beach.  C  A  ^IttM 


The  Up  &  Coiners 


Entrepreneurs 


With  TitanSports,  Inc.,  wrestling  promoter 
wince  McMahon  has  built  a  well-oiled  mar- 
keting machine.  Whoever  thought  wres- 
tling would  turn  into  this? 

|  "We  want  to  be 
like  Disney" 


By  Christopher  Palmeri 

onday  morning,  and  anoth- 
er limousine  pulls  up  to  an- 
other mansion  in  exclusive 
Greenwich,  Conn.  This 
imo,  however,  is  not  headed 
or  Wall  Street.  It  is  headed 
or  nearby  Stamford,  where 
ts  occupant,  a  strapping  6- 
oot-3  amateur  bodybuilder, 
lame  of  Vince  McMahon,  is 
juilding  a  serious  business 
nit  of  the  least  serious  of 
sports — professional  wres- 
:ling.  The  World  Wrestling 
Federation,  a  subsidiary  of 
TitanSports,  which  is  wholly 
owned  by  McMahon,  now 
spreads  through  three  build- 
ings in  Stamford.  It  has  al- 
ready outgrown  the  office 
building  he  bought  for  it  just 
two  years  ago. 

The  WWF  owes  its  success 
to  a  simple — some  say  sim- 
ply brilliant — marketing 
strategy  conceived  by  Vince 
McMahon.  Professional 

wrestling  has  always  been 
popular  with  a  particular 
kind  of  adult  who  enjoys 
watching  300-pounders  toss 
one  another  around  a  ring  in 
carefully  choreographed 
contest,"  in  which  a  Good 
Guy  clobbers  a  Bad  Guy  and 
no  one  gets  hurt.  In  the  For- 
ties it  was  an  All-American 
trouncing  a  Nazi.  In  the 
Boesky-bashing  climate  of 
the    late    Eighties    a    nasty 


piece  of  work  called  the  Million  Dol- 
lar Man  is  a  popular  Bad  Guy.  What- 
ever the  fashion  in  heroes  and  vil- 
lains, McMahon,  like  no  one  before 
him,  figured  out  a  way  to  leave  behind 


Tom  BuchanaaTitanSpon 


Vince  McMahon,  with  wrestler  Jesse  Ventura 

"I  do  my  own  thinking,  got  a  lot  of  big  plans. 


professional  wrestling's  origins  in 
gamey  gymnasiums  and  regularly  put 
his  shows  in  the  same  arenas  where 
people  take  their  kids  to  watch  the  Ice 
Capades  or  a  traveling  Sesame  Street 
show — with  television  and  product 
marketing  blended  into  the  package. 
The  last  thing  McMahon  needs  is 
any  notion  that  professional  wrestling 
is  an  athletic  competition.  "We  are 
the  wonderful  hybrid  of  sports  and 
entertainment,"  brags  WWF's  mar- 
keting director,  Basil  DeVito  Jr. 
"When  you  walk  into  an  arena  that 
has  WWF  on  the  bill — the  pictures, 
the  show,  the  music — it's  all  part  of  a 
bigger  goal  to  entertain  you  from  the 
minute  you  walk  in.  We  want  to  be 
like  Disney." 

The  WWF  sold  $80  million  worth  of 
tickets  to  live  wrestling  shows  last 
year.  Add  that  to  merchandise  sold  at 
the  shows,  advertising  sales  on  WWF 
television  programs,  videos  and  other 
sources  of  revenue,  and  you  have  a 
company  grossing  $145  million.  Re- 
tail sales  of  such  things  as 
wrestling  lunch  boxes  and 
action  figures  account  for  an- 
other $170  million;  the  3% 
licensing  fee  that  the  WWF 
collects  on  this  is  just  gravy 
to  the  bottom  line.  In  all, 
Forbes  estimates  that  the 
company  had  a  cash  flow  last 
year  of  around  $19  million. 
"Live  events  are  our  busi- 
ness," says  DeVito.  "They 
have  always  been  the  main- 
stay and  the  lion's  share  of 
our  business." 

McMahon  was  born  to  the 
sport.  His  grandfather  pro- 
moted boxing  and  profes- 
sional wrestling  events  in 
the  early  1900s.  McMahon's 
father  took  over  in  the  1950s 
and  led  the  World  Wrestling 
Federation  at  a  time  when 
promoters  operated  in  re- 
gions with  well-defined 
boundaries.  The  WWF  con- 
trolled the  Northeast,  in- 
cluding New  York  City.  Vin- 
cent, now  in  his  early  40s, 
joined  the  company  in  1968 
with  no  scruples  about  in- 
vading other  territories;  in 
1982  he  bought  out  his  fa- 
ther. Then  he  began  applying 
pressure  in  earnest. 

McMahon  declined  to  be 
interviewed,  but  he  renders  a 
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He's  waiting  for  Flight  47. 

He  doesn't  know  a  soul  on  board. 

Roger  Ward  is  there  to  meet 

the  engines,  a  pair  of 

PW4000s. 

They're  the  most  advanced 

commercial  jets  in  the 

world,  so  well  engineered 

they  have  half  the  usual 

number  of  parts. 

So  far  they're  performing 

with  flying  colors,  but 

they're  still  brand-new 

on  the  job. 

So,  just  to  make  sure  his 

newest  engines  do  him  proud, 

Roger  and  his  service  team 

meet  every  single  flight 

they  take. 

Roger  Ward  is  one  of  the 

most  dedicated  people  who 

work  for  Pan  Am. 

And  we're  proud  to  say 

his  paycheck  comes  from 

Pratt  &  Whitney. 

The  companies  of 
United  Technologies, 
from  Pratt  &  Whitney 
to  Otis  to  UT  Automotive, 
are  working  together  to 
uphold  the  one  thing 
technology  can  never 
replace.  Service. 


UNITED 
TECHNOLOGIES 
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persuasive  account  of  what  drives 
him  in' a  song  he  sings  on  Piledriver, 
one  of  two  albums  the  WWF  has  re- 
leased: 

They  never  understood  the  kind  of 
man  I  am. 

I  do  my  own  thinking,  got  a  lot  of  big 
plans. 

I'm  a  man  running  wild,  heading  for 
the  top, 

Never  slowing  down,  never  going  to 
stop. 

Along  the  way  you're  going  to  see  a  lot 
of  men  drop. 

^Stephanie  Music 

Blithely  ignoring  wrestling's  former 
boundaries,  McMahon  stole  stars 
from  other  promoters  and  bought 
time  on  local  tv  stations  to  air  his 
wrestling  shows.  WWF  events  are 
now  staged  in  48  states  and  7  coun- 
tries year-round. 

McMahon  spent  last  summer 
working  on  an  action-adventure  mov- 
ie he  is  producing  independently.  He 
chose  to  film  in  Atlanta,  where  pro- 
moter Jim  Crockett  has  a  satellite 
office.  He  cast  Hulk  Hogan,  wrest- 
ling's biggest  star,  to  play  a  wrestler 
named  Rip  Rohrem  in  the  film.  He 
had  lured  Hulk  away  from  another 
promoter  in  Minneapolis  five  years 
ago  to  wrestle  for  the  WWF.  Says 
Crockett,  now  the  nation's  second- 
biggest  wrestling  promoter,  without 
rancor:  "Six  or  seven  years  ago  there 
were  26  active  and  successful  wres- 
tling promoters  in  the  U.S.  Right 
now,  I  consider  Vince  and  I  the  only 
active  and  successful  left." 

McMahon  obviously  thinks  he  has 
all  the  leverage  he  needs  to  stay  on 
top.  Many  of  the  80  wrestlers  WWF 
employs  have  to  think  that  they  now 
hold  the  most  lucrative  jobs  they'll 
eva  find.  So,  dealing  with  mercurial 
stars,  however  vexing  it  is  elsewhere 
in  show  biz,  is  not  much  of  a  trial  at 
WWF.  In  1984  the  WWF  fired  a  wres- 
tler who  hit  ABC  newsman  John  Stos- 
sel  after  the  reporter  asked  him  if 
wrestling  matches  were  fake.  Less 
than  two  years  ago  one  of  the  WWF's 
biggest  stars,  the  Iron  Sheik,  found 
himself  suspended  very  soon  after  be- 
ing picked  up  for  cocaine  possession 
in  New  Jersey.  The  charges  were  later 
dropped. 

McMahon  personally  controls  all  of 
what  the  consumer  sees  of  the  WWF, 
including  the  production  of  maga- 
zines, programs,  posters,  videos  and 
records  featuring  WWF  stars  and 
events.  The  WWF  produces  five  tele- 
vision shows  internally — three  syndi- 
cated nationally,  two  offered  to  the 
USA  Network — that  are  tailor-made 
to  promote  shows  in  local  markets. 


McMahon  used  to  pay  tv  stations  I 
air  his  programs;  now  they  play  r.fl 
shows  at  no  charge  and  take  a  piece 
advertising  revenues  generated  1 
WWF's  sales  force.  For  a  30-secoi 
spot  on  a  WWF  wrestling  show,  adve 
tisers  like  Hostess,  Mars  and  the  N 
tional  Dairy  Association  will  som 
times  pay  half  of  what  they  would  f 
a  sitcom  delivering  the  same  numb 
of  bodies.  But  the  WWF  does  all  rig] 
over  and  above  the  ad  revenues — tl 
tv  exposure  definitely  helps  build  tl 
live  gate. 

How  long  the  good  times  will  roll 
WWF  is  hard  to  say,  but  for  now  tl 
going  is  still  good.  The  company  h; 
consistently  had  one  of  the  top  te 
television  shows  in  syndication 
has  four  of  the  top-selling  sports  vi< 
eos  (beating  even  Jane  Fonda),  and  la 
year's  Wrestlemania  III  extravag, 


"Before  you  and  I  are 
old  and  gray,"  says  DeVito\ 
"the  WWF  will  have  played 
every  kind  of  venue 
everywhere." 

set  an  attendence  record  for  any  L 
door  event  at  the  90,000-seat  Silve 
dome  in  Pontiac,  Mich.  The 
now  produces  foreign-language  ed 
tions  of  its  television  shows,  some  d 
which  coincide  with  newly  schedule] 
events  overseas. 

Pay-per-view  cable  may  also  hol| 
promise  for  McMahon's  WWF.  Th 
year's  Wrestlemania  IV  was  held 
the  much  smaller  Trump  Plaza  b 
grossed  a  record  $30  million  thanks  t 
1  million  pay-TV  fans  who  paid  $1 
per  household.  The  WWF  is  strengt 
ening  its  leadership  in  pay-per-vie 
by  diversifying.   McMahon  recent! 
acquired  the  rights  to  broadcast  a  Su; 
ar  Ray  Leonard  fight  this  Novembe; 
"Before  you  and  I  are  old  and  gray, 
says  DeVito,   "the  WWF  will  hav 
played  every  kind  of  venue  eve: 
where." 

Vince  McMahon  is  now  easily 
centimillionaire — the  WWF  alone 
worth  some  $100  million,  say  expert 
in  the  entertainment  industry.  Sorm 
of  the  same  experts  think  that,  in  tb 
WWF's  hands,  wrestling  has  a  shot 
becoming  a  staple  in  America's  enterj 
tainment  diet.  "They've  got  the  se 
crets  as  to  the  product  and  the  charac 
ters,"  says  Jon  Findley,  program  direc 
tor  at  Fox'  WNYW-TV  in  New  York 
which  carries  two  of  WWF's  shows 
really  think  there  is  some  longevity  t( 
it  because  they  are  handling  it  s( 
well."  Six  years  ago,  would  anyom 
have  believed  he  was  talking  abou 
professional  wrestling?  ■ 
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INTRODUCING 

ONE  OF  THE  MOST  DRAMATIC  DEVELOPMENTS 

IN  HEALTH  CARE  TODAK 


Something  new  in  affordable 
health  service  and  protection  is 
unfolding  across  America. 

It's  a  new  level  of  excellence 
in  meeting  the  nation's  health  needs 
from  The  Travelers. 

It  includes  growing  networks 
of  HMOs,  PPOs  and  other  significant 
innovations  in  cost  management. 

For  example,  The  Travelers' 
Patient  Advocate  program  helps 
reduce  days  in  the  hospital, 
increases  use  of  out-patient  care, 
and  reassures  patients  by  suggesting 
second  opinions. 

And  our  Taking  Care  health 
promotion  program  helps  people  to 
adopt  healthier  lifestyles,  become 
more  conscious  of  good  health  and  to 
use  medical  care  more  efficiently 
and  effectively. 


In  addition,  we've  honed  the 
art  of  fast,  accurate  claim  service 
to  a  fine  edge  and  developed  one  of 
the  most  sophisticated  information 
management  systems  in  the  industry. 

It's  all  backed  by  The  Travelers' 
52  years  of  health  service  expertise 
that  now  covers  over  eight  million 
Americans  in  companies  of  all  sizes. 

Today,  we  are  setting  the 
standard  of  excellence  in  compre- 
hensive, affordable  health  service 
and  protection  for  employers  and 
employees. 

As  one  of  America's  strongest 
insurance,  financial  and  health 
service  experts,  The  Travelers  is  a 
force  you  can  count  on  to  develop 
your  health  care  picture. 

The  Travelers  Insurance  Company  and  its 
Affiliates,  Hartford,  CT  06183. 


Thelravelersj 

You're  better  off  under  the  Umbrella! 
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mputer 


increase 
your  bank's 
revenues 
by20( 
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But  it  takes  a  compan 
like  Unisys,  with  over  a 
century  of  experience  in 
banking,  to  give  you  that 
computer  system. 
Consider  Unisys 
branch  automation.  It 
gives  your  customer 
service  representatives 
online  data  for  every 
customer  and  product, 
and  lets  you  person- 
alize those  products  to 
meet  your  customers' 
needs.  It  means  more 
time  to  develop  good 


stomer  relationships. 
And  that's  good  business. 

Then  there's  our  host 

plication  system.  It 
provides  an  integrated 
customer  data  base 
with  the  applications 
necessary  to  efficiently 
run  your  bank. 

And  we  offer  the  most 
cost-efficient  check 
processing  systems 
available,  from  single 
pocket  encoders  to  the 
fastest  reader/sorter 
in  the  world— (2600 
documents  per  minute). 

Our  goal  is  to  help  you 
serve  your  customers 


better.  Today,  13  of 
America's  top  25  and 
nine  of  the  world's  top  ten 
banks  depend  on  us  to 
do  just  that. 

Better  information 
leads  to  better  decisions. 

And  investing  in  a 
computer  system  from  a 
computer  company  that 
understands  banking  is  a 
decision  that  can  pay 
dividends. 

BETTER  INFORMATION. 
BETTER  DECISIONS. 


e  power  of 


Marketing 


By  Steve  Kichen 


Edited  by  Jeffrey  A.  Trachtenberg 


Peugeot  is  little  more  than  a  trace  element 
in  the  U.S.  car  market.  The  company  is 
betting  $50  million  that  now  the  time  is 
right  to  change  all  that. 

Riding  the  crest 
of  the  raves 


Henault 
V.S.  market  share  is  going  to  be  difficult,  but  it  is  never  too  late 


T\  HE  WAY  TOP  MARKETERS  at  Pe 
geot  see  it,  they  have  never  ] 
a  better  chance  to  crack  the  cr 
cial  U.S.  market.  Their  new  Peuge 
405,  named  Car  of  the  Year  in  Eurot 
is  selling  even  faster  than  it  is  cor 
off  the  assembly  line.  Reviews  frol 
the  U.S.  trade  press  for  the  car,  [ 
smart-looking,  well-appointed,  fron| 
wheel-drive  compact  sedan,  are 
dazzling.  "From  just  about  eve 
standpoint,"  gushed  Car  &  Driver  \ 
test-driving  it,  "the  405  lived  up  to  i| 
worldwide  notices." 

Riding  the  crest  of  those  raves,  Pe^ 
geot  has  launched  a  $50  million  adve 
tising  and  marketing  campaign  noj 
breaking  on  television  and  in  mag 
zines  for  its  models  405  and  505.  F<| 
competitors  like  Toyota,  which  la 
year  spent  an  estimated  $193  millic 
on  advertising,  that  kind  of  money 
hardly  a  menace.  But,  for  Peugeot,  $S 
million  is  serious  money  indeed, 
at  least  a  third  of  its  estimated  U.I 
sales  last  year. 

Peugeot  at  present 
little  more  than  a  trad 
element  in  the  U.S.  ma 
ket.  In  the  last  13  years] 
has       delivered       on 
170,000  automobiles  i| 
total  in  the  U.S.,  abot 
1 13  days'  production 
say,  Honda's  MarysvillJ 
Ohio,  plant  alone.  La 
year  the  company  sol) 
only  9,300  cars  here, 
boost  U.S.  market  sha 
is  going  to  be  difficult 
but  it  is  never  too  latej 
says     Pascal     Henaull 
president  of  Peugeot  M<j 
tors    of    America    sine 
1985.  Henault  stepped] 
when  U.S.  dealers, 
trated  with  the  mix 
the  cars  they  were  bet 
sent  and  with  Peugeot^ 
sluggish    marketing 
forts,    helped   force 
resignation  of  then  pres^ 
dent  Pierre  Lemaire. 

Henault  must  reestab 
lish  the  Peugeot  bra 
name  despite  formidab 
problems.   He  has  or 
250  dealers  nationwid 
which  means  that  ge 
ting   parts   and   ser 
has  been  difficult.  Tb 
also  helps  explain  wb^ 
Peugeot  has  consistent 
ranked  below  average : 
the    widely    publiciz 
customer       satisfactioi 
surveys    conducted    tyl 
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OUR  LONDON 

TERMINALS 

ARE  DESIGNED 

ON  THE  SAME 

PRINCIPLES. 


'u'll  take  off  as  soon  as  you  land  with  British  Airways.  Because  we  built  the  same  swift,  efficient  Dnixirn  AlDU/AVC 
"vice  into  our  Gatwick  and  Heathrow  terminals  as  into  our  Concorde.  It's  what  you'd  expect  from  the  DM  I  I  jf"l  /\IKW/\Y  j 
grid's  favourite  airline.  Whether  you're  on  the  ground  or  in  the  air,  we'll  fly  you  to  your  destination.        The  world's  favourite  airline:  ^ 


A  prim  ad  for  the  new  Peugeot  405 
You'd  never  know  it  was  French. 


J.D.  Power  &  Associates.  Equally  dis- 
couraging, only  27%  of  Peugeot  own- 
ers say  they  would  buy  Peugeot  cars 
again.  In  contrast,  79%  of  Honda  cus- 
tomers say  they  are  quite  happy  with 
their  cars  and  49%  say  they  would 
buy  one  again. 

Henault,  however,  is  steering  the 
405  toward  a  niche  in  the  market  that, 
he  says,  no  other  European  car  is  fill- 
ing. "Whereas  BMW,  Mercedes  and 
Volvo  are  moving  upscale  to  counter 
the  decline  in  the  dollar,  \vc  are  doing 
the  reverse,"  says  Henault.  He  thinks 
that  the  basic  405s  interior  finish  and 
styling  make  it  a  plausible  alternative 
to  a  BMW  325  or  a  Mercedes  190,  at  a 
Toyota  or  Honda  price  roughly 
$14,500.  At  that  price,  it  must  also 
compete  with  Toyota  s  Camry,  Maz- 
da's 626  and  Honda's  Accord  \  le  lias  a 
higher-performance  model,  the  405 
Ml  16,  priced  at  $20,500,  boasting  a 
16-valve,  4-cylinder  engine  rated  at 
150hp,  infrared  remote  control  door 
locking,  leathei  seats  and  a  moonroot 
to  throw  against  the  BMW  325.  "Our 
customeis  care  less  about  status  and 
how  people  perceive  them,"  s.i\s 
Henault.  Translation  Peugeot's  U.S. 
buyers  are  determined  to  buy  Europe- 
an but  they  cant  afford  to  spend 
$25,000  or  more. 

Peugeot's  latest  .id  campaign  makes 
no  mention  ot  its  French  origin,  em- 
phasizing instead  its  European" 
aw  auk  Its  agency  is  HHM-New 
York,  which  took  the  Peugeot  ac- 
a  from  Ogilvy  &  Mather  in  ' 

ampaign    did    stiess 
:ngineering    spotlighting  the 
' ■•■"    I  ion  to  the  supersonic 
example,    and   high- 
re  e\  idently  un- 
eclined.  "We 


decided  to  downplay  the  Frenchness 
of  our  car,"  concedes  Jean  Philippe 
Fournier,  national  marketing  manag- 
er for  Peugeot. 

The  new  print  ads  position  the  405 
as  an  affordable  sports  sedan.  The 
television  commercials  hit  the  Euro- 
pean Car  of  the  Year  theme  hard  and 
also  point  to  Peugeot's  success  in  Af- 
rica, where  only  extremely  rugged  and 
reliable  cars  survive 

Peugeot  has  also  recently  complet- 


ed a  direct  mailing  to  more  than 
million  households   that   report  in 
comes  over  $40,000  annually  and  ar 
situated  within  a  15-mile  radius  of 
Peugeot  dealer. 

Another  mailing  the  company  is  con 
sidering  would  offer  $10  to  anybod 
willing  to  test-drive  the  new  car.  T© 
bucks?  In  its  darkest  days,  Chrysle 
offered  $50  to  people  who  test-drove 
new  Chrysler,  provided  they  ulti 
mately  bought  a  new  car  from  Chrys 
ler  or  a  competitor.  But  Peugeot  fig 
ures  that  $10  might  be  just  enough  1 
pique  the  curiosity  of  these  potentia 
customers. 

Peugeot  is  not  ignoring  its  servio 
problems.  Henault  says  that  all  necesl 
sary  training  and  parts  deliveries  wer 
already  in  place  before  the  first  405 
were  delivered  to  dealers  here  last  Aul 
gust.  "We  have  180,000  square  feet  o 
warehouses  in  the  country,"  he  says| 
"If  a  dealer  orders  a  part  before  2  in  th 
afternoon,  he  can  have  the  part  b 
10:30  the  next  morning." 

Now  it's  the  marketers'  turn,  an 
more  than  $50  million  is  riding  on  th 
outcome.  Says  Maryann  Keller,  autt 
analyst  at  Furman  Selz  Mager  Dietz  & 
Birney:  "The  405  made  them  ve: 
profitable  in  Europe,  and  if  they  wan 
to  be  a  global  carmaker,  they've  got  t 
come  to  this  country  and  make 
stand."  ■ 


If  you  thought  that  waterbeds  went  out 
uith  Nehru  jackets,  look  again.  They  have 
become  a  $1 -billion-plus  market  today\ 
and  big  names  hare  jumped  in. 


No  joke 


By  Lisa  Gubernick 
with  Julie  Schlax 


W\  1 1  rbi  i>s  sold  steadily, 
though  slowly,  in  the  late 
1960s  and  early  1970s,  main- 
1\  to  hippies  and  faddists  and  occa- 
sionally to  members  ot  the  middle 
class  shyly  hoping  to  add  a  measured 
amount   ot   spice   to   their   love    lite. 


They  were  pretty  much  an  industry 
joke,  and  no  wonder. 

If  you  ever  saw  or  slept  on  one, 
you'd  remember  it — a  sloshy,  undu- 
lating, water-filled  plastic  pod  that 
bucked  and  rolled  as  would-be  sleep- 
ers sat  up  or  changed  positions.  The 
pod  was  necessarily  contained  in  a 
heavy,  rigid,  wood  frame  that  could 
bring  the  weight  of  many  a  fully  tilled 
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The  rest  are  faxphonies. 

In  a  world  of  personal  facsimiles,  there's  only  one  original. 

Canon  FaxPhone.  Now  with  a  complete  line  of  personal  facsimiles  to  meet  your  personal  business  needs. 

All  designed  to  deliver  documents  anywhere.  In  seconds. 
To  send  and  receive  fine  print  and  drawings  with  remarkable  clarity. 
Or  dial  a  simple  phone  call  with  a  single  touch. 

And  whether  you  choose  the  standard  FaxPhone  8,  the  versatile 
FaxPhone  20  or  the  high-performance  FaxPhone  25,  you  get  a  level 
of  innovative  technology  you've  come  to  expect  from  Canon. 

Technology  that  shows  you  why  it  takes  more  than  a  fax  and  a 
phone  to  make  a  FaxPhone. 

And  why  anything  else  is  just 


(tended  w«"v<iis  »>th  it*1  Canon  C<ed«  Ca'd 


■HESnSMre*! 


FAXPHONE 


FaxPhonec 


FaxPhone  20 


For  more  information,  call  the  Consumer  Information  Center  nearest  you 
New  York:  516-933-6300    Chicago  312-250-6200    Los  Angeles  714-9796000    Atlanta  404-448-1430     Dallas  214-830-9600 


Patrick  \u>oniu-H 


waterbcd  to  nearly  a  ton.  It  probably 
leaked.  And  it  was  cold,  unless  you 
heated  it.  Waterbeds  seemed  headed 
for  obscurity,  if  not  oblivion 

Instead,  waterbeds  live.  Nearly  4 
million  of  them  are  bought  each  year, 
producing  sales,  including  accesso- 
ries, of  more  than  SI  billion  at  whole- 
sale last  year,  about  20%  of  the  total 
bedding  market.  The  market  is  now 
large  enough  that  big  names  like  Scaly 
and  Simmons  have  moved  in.  That 
should   help   banish    the   countercul- 


ture stigma  and  spur  new  growth  in 
waterbed  sales. 

Manufacturers,  like  California's 
Somma  Mattress,  have  really  im- 
proved their  product.  Thanks  to  new 
designs,  which  include  features  such 
as  multiple  water-filled  cylinders,  wa- 
terbeds today  neither  slosh  nor  buck. 
They  are  50%  lighter,  100%  better 
looking,  and,  by  all  accounts,  less 
prone  to  leaks.  There  are  four-poster 
waterbeds  and  soft-sided  waterbeds 
with   foam   frames.    Most    waterbcd 


If  you  think  all 

waterbeds  are  the  same, 

you're  all  wet. 
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id  f(     waterbeds 
Targeting  the  mainstream. 
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models  now  look  very  much  like  a 
conventional  bed. 

The   customers,    too,    look   prettj 
conventional — mainly      white-colli 
workers  earning  $25,000  or  more 
year  and  usually,  but  not  necessaril'l 
under  the  age  of  40.  Certainly  no  on 
would  mistake  William  Parke,  a  48 
year-old  vice  president  of  sales  for  sc| 
en-radio-station      Philadelphia-basi 
TK  Communications,   for  an   agin| 
flower  child.  "I'm  a  Republican,  a  re. 
button-down  kind  of  guy,"  he  say 
No  matter.  In  the  bedroom  of  Parke 
apartment  is  a  nine-month-old  w, 
terbed.  "I  wouldn't  buy  a  conventio 
al  mattress  again,"  he  says,  "It's  rel 
ing  and  better  for  your  posture.  In  t 
winter   the   heater  makes   it   war: 
without  a  lot  of  blankets,  and  in  t 
summer  I  turn  the  temperature  do 
and  it  stays  cool." 

Most  waterbeds  are  still  sold  i 
some  4,800  specialty  stores  natio 
wide,  but  Sealy  and  Simmons  are  no 
putting  them  into  furniture  marts  an 
department  stores.  In  September,  fi 
example,     Sealy     Posturepedic     w, 
terbeds  began  appearing  in  J.C.  Pe 
ney  stores  and  Oregon-based  Smith 
Home  Furnishings.  Prices  range  fro 
$599  to  $999  for  beds  that  include 
thick,  quilted  cover  and  a  solid  woo 
base.  "Waterbeds  are  a  growing  part 
our  business,"  says  Don  Legg,  a  furn 
ture  buyer  for  f.C.  Penney,  which  h 
been  selling  waterbeds  since    198 
Last  year  the  288-store  chain  sol 
some  1,800  waterbeds,  6%  of  its  tot 
bed  sales.  Scaly  market  research  indi| 
cates  that  within  five  years  waterbed 
could  account  for  25%  of  the  tot 
bedding  market. 

Some  orthopedists  say  waterbed 
which  distribute  the  body's  weigh 
evenly,  can  relieve  chronic  back  pai 
Back  problems,  in  fact,  are  the  mai 
reason    people    buy    their   first    wa 
terbed,  according  to  one  recent  indusj 
try  study.  A  heated  waterbed  mattres 
can  also  relax  muscles. 

Less  relaxed,  however,  are  the  na 
tion's  landlords.  Many  of  them  stil 
refuse  to  allow  tenants  to  put  wa 
terbeds  in  their  apartments.  It's  no 
hard    to    see    why.    At    650    to   90 
pounds,  even  the  lighter  new  beds  ca 
be  two  to  three  times  heavier  than 
standard  bed — tough  on  old  floors  anc' 
beams.  Leaks,  which  can  warp  floor: 
and  ruin  carpets,  are  still  an  occasion' 
al  hazard. 

Never  mind.  Sealy's  ads  in  sucr 
home-related  publications  as  Sunsd 
and  Country  liri)ii>  understandably 
emphasize  how  the  product  has: 
changed.  Says  the  copy  in  one  Scaly'f 
ad:  "So  when  you  think  of  a  waterbed] 
think  of  Sealy,  not  the  '60s."  ■ 


FORBES,  OCTOBER  17,  1988 


In  1927,  when  "The  Lone  Eagle"  braved  the  Atlantic,  Allendale 

had  been  a  risk  taker  for  92  years. 


When  the  Spirit  of  St.  Louis  touched  down  in  Paris, 
lendale  had  already  established  a  North  American  pres- 
<ce  serving  companies  across  the  country  for  92  years. 
Today  at  Allendale,  we  continue  to  shape  the  history  of 
s  control  with  engineering,  training,  research  and  testing, 
;ponsiveness  and  fairness  in  the  way  we  do  business. 
Throughout  the  years  we've  been  more  than  an  ordi- 


nary insurance  company.  Commitment  to  our  insureds 
goes  well  beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  PO.  Box 
7500,  Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


Computers/ 
Communications 


Used  to  be  you  d  do  3-D  modeling  only  if 
you  were  a  scientist  with  access  to  a  super- 
computer. Now  you  might  use  it  to  select 
furniture  or  contemplate  a  nose  job. 

Motion  picture 
computing 


By  Kathleen  K  Wiegner 

When  James  Clark,  a  profes- 
sor of  electrical  engineering 
at  Stanford,  left  in  1981  to 
start  a  computer  graphics  company, 
he  saw  a  market  consisting  mostly  of 
fellow  scientists — automotive  and 
aerospace  engineers,  astrophysicists 
and  chemists — then  using  supercom- 
puters to  create  three-dimensional 
models  of  whatever  they  were  investi- 
gating. Clark's  Mountain  View,  Calif, 
company  took  off.  In  fiscal  1988  (end- 
ed June  30)  Silicon  Graphics  netted 
$12.5  million  (after  extraordinary 
items)  on  sales  of  $1.53  million. 

But  look  at  who  the  customers  are: 
not  just  physicists  and  researchers, 
but     clothing     designers,     packaged- 
goods  companies,  interior 
decorators,  .1  sculptor  and 
a  plastic  surgeon.  The  sui 
geon,  for  example  uses  an 
$80,000  Silicon  Graphics 
workstation    to    simulate 
different   cuts   in   recon- 
structive facial  surgery  be- 
fore the  patient  goes  un- 
di  r  the  knitc  and  to  rotate 
the  image  through  any  an- 
gle. Manhattan  artist  Ken- 
neth Snclson  uses  a  3-D 
graphics    workstation    to 
create  a  series  of  fantasy 
images  he  calls  "Portrait 
a  Atom."  Snclson,  a 
ror   who   works  pri- 
ll  steel,   plans   to 
some  ol   these   lm- 
u  in  a  show  in 

so  often  in 


the  electronics  business,  the  exponen- 
tial decline  in  the  cost  of  hardware 
alters  not  only  the  size  of  a  market 
but  its  makeup.  Market  forecaster  Da- 
taquest  estimates  that  the  market  for 
3-D  workstations  will  grow  from 
$400  million  this  year  to  $1  billion 
two  years  hence.  In  the  course  of  that 
expansion,  the  market  will  expand 
even  further  beyond  the  engineering 
and  scientific  community,  where  i-D 
modeling  is  now  taken  for  granted, 
into  all  sorts  of  ordinary  commercial 
activities.  Yesterday's  frill  becomes 
today's  necessity. 

The  market's  growth,  of  course, 
will  attract  more  suppliers.  Hewlett- 
Packard  (second  to  Silicon  Graphics 
in  market  share),  Apollo  Computer, 
Tektronix,    Sun    Microsystems    and 


Artist  Kenneth Snelsoris fantasy grapbk  ( <»ie^<i/h' 
Yesterday's  frill  becomes  today's  necessity. 


startups  Ardent  and  Stellar  are 
ready  offering  some  form  of  3-D  wor 
station.  The  recent  announcement  I 
IBM  that  it  will  buy  graphics  can 
from  Silicon  Graphics  as  well  as  1 
cense  the  company's  graphics  librai 
suggests  that  IBM,  too,  believes  th 
3-D  market  is  ripe.  Digital  Equipmei 
is  expected  to  announce  a  3-D  worj 
station  early  next  year.  Ancillary  su 
pliers  are  springing  up.  The  five-yea 
old  Wavefront  Technologies,  for  ii 
stance,  buys  workstations  froi 
Silicon  Graphics  and  adds  special  3 
•"' •""•'-"  .  software  which  it  resel 
^j  to  the  broadcast  and  ei 
.^P      tcrtainment   industry, 

well  as  to  scientists  an 
automotive  engineers. 

The  reason  the  mark( 
exploded  only  recently 
the  sheer  computer  powt 
required  to  create  a  3- 
image.  With  the  scree 
divided  into  1  million  pi? 
els  (colored  dots),  it  take 
24  million  bits  of  inform; 
tion  to  paint  a  pictun 
That's  for  a  freeze-franu 
But  3-D  users  want  mt 
tion.  To  make  a  pictur 
move  requires  changes  c 
at  least  10  frames  a  sec 
ond,  or  240  million  bit 
Now  you  get  into  seriou 
computation.  An  archi 
tect,  for  example,  wants 
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I  n  Graphics'  Clark  and  McCracken 
nough  to  survive 
ompetition? 


orkstation  that  can  walk  him 
rough  a  model  of  his  latest  high-rise 
I  ilding,  showing  the  light  playing  off 
pms  and  corridors  at  various  times 
[day  as  well  as  how  it  will  look  with 
irniture  in  place.  Architect  John 
rrtman  used  computer  graphics  to 
arket  his  $150  million  high-tech 
mplex,  Inforum.  Prospective  ten- 
ts see  a  realistic  animation  of  the 
mpleted  facility,  which  is  not  due 
I  open  until  the  fall  of  1989. 
The  machine  must  know  Euclid  as 
lightened  by  Rene  Descartes.  The 
iventor  of  Cartesian  co- 
dinates,  Descartes  was 
e  17th-century  French- 
Ian  who  merged  the  dis- 
3lines  of  geometry  and 
i?ebra.  The  mathematics 
not  arcane,  but  there  is 
lot  of  it  to  do  in  a  short 
ne.  Silicon  Graphics 
es  an  off-the-shelf  RISC 
pduced  instruction  set 
mputing)  processor 
|)m  MIPS,  Inc.  plus  as 
any  as  50  custom-de- 
fied chips  to  achieve 
e  equivalent  of  a  billion 

so  arithmetic  calcula- 
ins  per  second.  That  is 

fast  as,  or  faster  than,  a 

ultimillion-dollar    Cray 

percomputer. 

Ivan  Sutherland,  the  fa- 

er  of  modern  3-D  graph- 


ics, developed  software  and  other 
principles  of  3-D  graphics  that  ran  on 
expensive  IBM  mainframes  or  Cray 
supercomputers.  His  Salt  Lake  City- 
based  Evans  &  Sutherland  made  $15 
million  last  year,  mostly  from  3-D 
systems  used  in  pilot-training  simula- 
tors and  molecular  modeling  systems. 

A  terminal  hooked  into  a  Cray, 
however,  is  not  an  easy  sale  to  an 
interior  designer.  Enter  James  Clark, 
now  44,  once  a  student  of  Suther- 
land's at  the  University  of  Utah.  In 
1984,  just  three  years  after  founding 
Silicon  Graphics,  Clark  had  the  first 
3-D  workstation  that  worked  inde- 
pendently from  a  larger  computer.  It 
sold  for  $75,000.  (Silicon  Graphics 
workstations  can  also  be  networked 
to  bigger  computers  when  the  compu- 
tational power  of  a  mainframe  or  a 
supercomputer  is  required.)  Chip 
prices,  meanwhile,  continued  down- 
ward. Thanks  to  custom  graphics 
chips  and  microprocessors  using  re- 
duced instruction  sets,  today's 
$25,000  workstation  can  do  what  a 
$100,000  system  did  four  years  ago. 

Pushing  the  3-D  market  ahead,  too, 
is  the  ever  increasing  amount  and 
complexity  of  data  flowing  into  orga- 
nizations. Ungraphed,  it  would  take 
the  form  of  boring  numerical  print- 
outs. To  take  an  extreme  case,  it  will 
be  decades  before  all  the  information 
generated  by  the  1980  and  1981  flybys 
of  Saturn  will  be  analyzed.  People  nat- 
urally understand  pictures  more 
quickly  than  words  and  numbers. 
"Graphics  provide  an  excellent  tool  to 
comprehend  a  macro  view  of  the  data 
pouring  in,"  says  Rick  Mayes,  graph- 
ics marketing  manager  at  Hewlett- 
Packard. 

Just  as  spread  sheets  perform  "what 
if"  scenarios  for  numbers,  3-D  graph- 


Architeclural  simulation  of  Atlanta's  Inforwn  marketplace 
A  3-D  blueprint  for  prospective  tenants. 


ics  can  do  the  same  for  real  world 
phenomena.  Mechanical  engineers, 
designing  products  that  are  inherently 
three-dimensional,  are  a  big  market 
for  3-D  workstations.  A  meteorologist 
can  use  a  3-D  workstation  to  simulate 
how  thunderclouds  form  under  differ- 
ent atmospheric  conditions.  A  profes- 
sor of  landscape  architecture  at  the 
University  of  Toronto  has  a  model  of 
downtown  Toronto  in  his  computer 
that  allows  him  to  see  the  effect  of  a 
new  building  on  the  skyline. 

What  exactly  qualifies  a  graphic  to 
be  called  3-D?  An  object  can  be  repre- 
sented in  2-D  but  with  perspective, 
much  in  the  way  painters  have  done 
since  the  Renaissance.  But  because  it 
cannot  be  viewed  from  all  angles,  the 
object  lacks  true  depth. 

Low-budget  3-D  graphics  tubes  dis- 
play "wireframe"  pictures  that  show 
the  skeletons  of  objects  as  if  outlined 
by  wires.  But  true  3-D,  as  propounded 
by  Silicon  Graphics,  shows  a  smooth, 
solid  object  moving  in  time — a  de- 
signer can  pan  across  the  front  of  an 
automobile  model,  for  example,  or 
view  it  from  behind.  As  James  Clark 
is  fond  of  saying:  "If  it  doesn't  move, 
it's  not  3-D."  Very  sophisticated  3-D 
systems  approach  photographic  quali- 
ty in  the  images  they  produce,  even 
recreating  the  way  light  hits  different 
surfaces,  so  that  rubber  tires  look  like 
rubber,  chrome  strips  like  metal. 

With  close  to  half  of  the  market  for 
3-D  workstations  and  an  installed 
base  of  over  6,000  systems,  Silicon 
Graphics  is  still  the  one  to  beat  in  this 
business.  Aside  from  the  recent  alli- 
ance with  IBM,  the  company  sells  its 
workstations  to  Prime  Computer 
(10%  of  sales)  and  Control  Data  (15% 
of  sales).  In  March  Control  Data  pur- 
chased a  20%  interest  in  Silicon 
Graphics,  which  gave  Sili- 
con Graphics  around  $70 
million  in  cash  and  possi- 
ble access  to  Control  Da- 
ta's supercomputer  tech- 
nology. In  October  Silicon 
Graphics  plans  to  an- 
nounce two  new  worksta- 
tions, one  priced  under 
$20,000.  At  that  price  a 
lot  more  clothing  design- 
ers and  interior  decorators 
become  sales  prospects. 
"This  low-end  product  is 
our  vehicle  for  moving 
from  a  niche  company  to  a 
mainline  player,"  says  Sil- 
icon Graphics  President 
Edward  McCracken. 

"We're  the  flag  carriers. 
Now  we  have  to  hope  we 
are  big  enough  to  survive 
the  competition."  ■ 


Crawford  Doi#n  Effect 
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The  seven  once-unified  Baby  Bells  are  now 
competitors,  which  means  they  arent  as 
lovey-dovey  as  they  used  to  be  in  their  joint 
$1  billion  research  operation. 

Family  feud 


Comp/Comm 


By  Gary  Slutsker 


It  seemed  like  ominous  news  for 
Bellcore,  the  $940  million  (esti- 
mated 1988  budget)  research  con- 
sortium owned  by  the  seven  Baby 
Bells.  US  West,  the  cowboy  in  the 
group,  told  Bellcore  in  1986  it  was 
going  to  pull  out  as  soon  as  its  funding 
commitment  ran  out  in  1990.  The 
Englewood,  Colo. -based 

holding  company  wanted 
greater  control  over  the  re- 
search it  paid  Bellcore  for — 
or  else  it  would  sell  its  one- 
seventh  equity  interest  in 
Bellcore.  At  the  same  time- 
other  regional  phone  compa- 
nies were  opening  labs  of 
their  own,  often  luring  staff- 
ers away  from  Bellcore  and 
AT&T's  Bell  Labs  with  high- 
1 1  salaries. 

As  it  turned  out,  US  West's 
threat  amounted  to  nothing 
more  than  a  temper  tantrum 
designed  to  get  the  Bellcore 
board  to  change  some  of  its 
rules.    Now    that    the    rules 
have  been  changed,  US  West 
says  it  is  happy  with  Bell- 
core. But  the  imbroglio  raises 
the  possibility  that  sibling  ri- 
valries among  the  increasing- 
ly competitive  Baby  Bells  could  one- 
day  threaten  Bellcore's  role  as  a  n.i 
tiona]  repository  of  technology  and 
standards  tor  the  telephone  network. 
"You  can't  have  seven  different  net- 
works functioning  within  this  coun- 
S  R.OCCO  Marano,  60,  a  lawyer 
and  longtime  AT&T  executive  who 
•  president  and  chief  exec- 
■  of  Bellcore  since  its  creation  in 
1984.  '  You  can  have  differences, 
i  is  to  be  a  degree  oi  corn- 
to    make    sure    these    net- 
l  iction   as   one   national 

•  n    the   1983 


splitup  of  AT&T,  Bell  Laboratories 
maintained  tightly  centralized  con- 
trol over  the  AT&T  network.  The  re- 
gional Bells'  job  was  to  dig  holes  in 
the  ground  and  send  out  monthly 
bills.  "Our  strategy  was  implementa- 
tion," says  James  Carpenter,  assistant 
vice  president  at  Southwestern  Bell. 
"You  give  us  a  plan  and  we'll  put  it  in 
faster,  cheaper,  better." 


lA-m  \l  one* 


Despite  its  size,  Bellcore,  formally 
known  as  Bell  Communications  Re- 
search,  doesn't  have  anything  like  the 
prominence  of  Bell  Laboratories.  Bcll- 
COte's  chid  executive  isn't  listed  in 
U  /></  v  U  hu.  and  you  won't  find  a  listing 
for  the  lab  in  Standard  &  Poor's  corpo- 
ration directory.  But  Bellcore  s  cngi- 
neers  hold  the  current  world  record 
tor  transmitting  the  most  informa- 
tion— 36  billion  bits — over  a  fiber-op- 
tic line  in  one  second.  Bellcore's  plan- 
ning and  research  made  possible  the 
recent  tests  by  all  seven  Baby  Bells  of 
the  so-called  integrated  services  digi- 
tal network. 


In  the  divestiture,  U.S.  Distri 
Court  Judge  Harold  Greene's  rulir 
permitted  the  formation  of  Bellcore  i 
take  over  coordination  of  the  netwoi 
from  Bell  Labs.  Bellcore's  workloj 
reflects  the  fact  that  its  clients  a; 
still  largely  utilities.  The  region 
Bells  depend  on  Bellcore  for  sue 
things  as  long-term  planning  ar 
keeping  track  of  the  North  America, 
telephone  numbering  system.  Th 
all  buy  most  of  their  central  offi 
switches  from  the  same  two  supp 
ers — AT&T  and  Northern  Telecom- 
based  largely  on  Bellcore  recommei 
dations.  They  all  use  the  same  Bel 
core  software  to  keep  track  of  invei 
tories  of  circuits  and  installation  a 
signments  for  technicians. 

But  the  communications  busine; 
is  becoming  less  and  less  the  busines 
of  a  utility.  In  Boston,  for  examph 
Southwestern  Bell  is  competing  d 
rectly  against  Nynex  in  celluh 
phones  and  pagers.  Du  Por 
spent  $15  million  setting  u 
a  fiber-optic  network  to  lin 
its  plants  and  offices  in  Del; 
ware.  It  got  a  lot  of  help  fror 
the  local  Bell  operating  con 
pany.  But  some  day  a  big  teh 
phone  user  might  be  mor 
likely  to  look  elsewhere  fc 
such  assistance.  Judg 
Greene  is  attempting  to  kee 
the  regional  Bells  from  war 
dering  too  far  away  fror 
their  local  utility  operation; 
but  he  cannot  stop  techno 
ogy.  As  communications  m 
grate  from  telephone  poles  t 
satellites,  computers  and  pn 
vate  networks,  the  busines 
becomes  more  like  an 
other  competitive  electron 
ics  industry. 

And  so,  all  the  while  hole 
ing  hands  at  Bellcore,  th 
Baby  Bells  have  been  building  up  thei 
own  technical  expertise.  For  instance 
a  research  center  opened  by  Nynex  ii 
1985  now  has  200  engineers.  US  Wes 
has  400  engineers  in  a  lab  and  severa 
hundred  others  scattered  throughou 
the  corporation's  several  softwan 
subsidiaries. 

Mostly  the  regional  Bells  are  devel 
oping  software,  since  Judge  Greene' 
prohibition  on  manufacturing  severe 
ly  limits  any  kind  of  product-orientei 
research.  The  software  lets  them  cus 
tomize  services  they  were  only  re 
cently  permitted  to  start  offering— 
from  voice  messaging  to  so-called  in 
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I  rmation  gateways,  which  provide 
nmputer  access  via  phone  lines  to 
|  mote  databases. 

j  The  technology  centers  also  help 

it  costs.  US  West  is  working  on  arti- 

aal  intelligence  and  voice  recogni- 

i  on  and  response  systems  that  would 

lable  a  repairman  to  get  instructions 

/er  the  phone  from  a  talking  com- 

ater.  And  the  Baby  Bells  need  techni- 

ll  skills  for  businesses  where  they 

\  )mpete  against  one  another,  from  di- 

:  :ctory  publishing  to  cellular  phones, 

:  hich  are  off  limits  for  Bellcore. 


All  this  new  knowledge  has,  under- 
standably, introduced  an  element  of 
variety  in  a  world  steeped  in  a  tradi- 
tion of  consistency.  Thus,  US  West 
threatened  to  withdraw  from  Bellcore 
unless  it  got  the  right  to  contract  for 
proprietary  research.  Under  pressure 
from  US  West,  Bellcore  changed  a  rule 
that  let  it  work  on  private  projects 
only  if  the  other  siblings  had  the  right 
to  participate  at  any  time.  Now  it  will 
do  work  for  a  single  sister  that  would 
be  kept  secret  from  the  others  for  up 
to  two  years. 


US  West  also  succeeded  in  pressur- 
ing Bellcore  into  limiting  the  amount 
of  basic  tasks,  like  the  national  num- 
bering system  and  standards  develop- 
ment, to  37%  of  Bellcore's  overall 
budget.  "Ideally,  everything  would  be 
elective,"  says  Larry  Kappel,  vice 
president  at  US  West's  technology 
center  in  Englewood. 

Bellcore's  future  is  hardly  threat- 
ened by  US  West's  table-thumping. 
But  as  this  episode  clearly  shows,  the 
Baby  Bells  have  come  a  long  way  from 
their  pole-climbing  days.  ■ 


Random  Access 


Commentarv  bv  Esther  Dvson 


FORCED  BUSING 


The  warfare  between  IBM  and  the 
clone  makers  over  personal  com- 
puter architecture  has  left  custom- 
ers with  some  vexing  choices,  vex- 
ing enough  that  some  will  throw  up 
their  hands  and  buy  nothing  until 
the  dust  settles.  Buy  now,  and  you 
run  the  risk  that  some  portion  of 
what  you  buy  or  what  you  bought  in 
years  past  will  become  unusable. 
But  that  is  a  risk  that  always  comes 
with  the  electronics  business  and 
its  continual  advances.  Indeed,  if 
customers  ever  stopped  buying 
completely  because  a  better  product 
was  on  the  horizon,  this  industry 
would  be  in  tough  shape. 

Technically,  the  commotion  con- 
cerns the  system  bus,  an  integral 
part  of  every  personal  computer. 
Think  of  it  as  a  highway  moving 
data  to  and  from  the  various  parts  of 
a  computer — the  central  processing 
unit  and  the  add-in  cards  that  man- 
age the  system's  screen  display,  its 
data  storage  units  (hard  or  floppy 
disk  drives),  communications  facili- 
ties and  other  peripherals.  Current 
PC  buses  are  16-bit.  The  new  buses 
are  32-bit;  that  is,  they  handle  data 
in  packages  twice  as  large. 

Politically,  the  fight  represents 
the  conflict  between  IBM's  increas- 
ingly proprietary  PS/2  personal 
computer  line  and  the  open-stan- 
dard clones,  which  have  to  band  to- 
gether in  hopes  of  achieving  market 
success.  In  April  1987  IBM  an- 
nounced a  new  clone-killing  bus, 
called  the  Micro  Channel,  for  its 
PS/2  line.  The  two  most  significant 

Esther  Dyson  is  editor  and  publisljer  of  the 
newsletter  Release  1.0. 


facts  about  it  are  (a)  it  won't  work 
with  existing  peripherals,  and  (b) 
IBM  will  impose  tough  licensing 
terms  on  clone  makers  that  want  to 
put  it  in  their  machines. 

The  clone  makers  retaliated  last 
month  with  what  they  call  the  Ex- 
tended Industry  Standard  Architec- 
ture 32-bit  bus.  The  three  most  sig- 
nificant facts  about  the  EISA  bus  are 
(a)  it  will  work  with  existing  pe- 
ripherals, (b)  it  will  be  available  to 
all  manufacturers  for  a  nominal  li- 
censing fee,  and  (c)  it  won't  be  out 
for  a  year. 

As  a  customer  contemplating  the 
purchase  of  a  computer,  you  have 
three  choices: 

1)  You  can  buy  one  of  the  new 
PS/2  models  using  the  Micro  Chan- 
nel now.  You'll  also  need  to  buy 
new  peripherals  for  it — new  mo- 
dems, network  cards  (circuit  boards 
that  must  be  added  if  you  want  to 
network  your  PC),  external  disk 
drives  and  add-on  memory.  Depend- 
ing on  your  system,  replacing  those 
components  could  cost  as  much  as 
the  computer  itself.  In  short,  the 
leap  into  PS/2  territory  could  be 
very  expensive.  But  the  move  may 
eventually  pay  off,  as  peripherals 
become  available  to  use  the  power 
of  32-bit  PC  architecture. 

2)  You  can  buy  a  machine  with  a 


16-bit  bus.  IBM  still  makes  several 
and  just  announced  a  new  one 
(Model  30-286),  and  the  clones  still 
work  on  16-bit  buses.  You  can  keep 
all  your  old  peripherals,  but  you 
won't  be  able  to  use  the  more  pow- 
erful peripherals  of  the  future. 

3)  You  can  do  nothing  now,  and 
buy  a  machine  in  a  year  or  two. 
Then  you'll  have  the  choice  be- 
tween the  Micro  Channel  and  the 
EISA.  With  the  latter,  you  can  keep 
old  peripherals  as  well  as  use  new 
ones.  That  choice  looks  like  an  easy 
one,  but  why  would  you  want  to  use 
your  old  peripherals?  If  you're  buy- 
ing a  new  computer,  you're  proba- 
bly giving  the  old  one — with  pe- 
ripherals— to  someone  lower  on  the 
totem  pole  and  getting  a  complete 
new  system  for  yourself. 

In  the  end,  each  buyer  will  con- 
sider his  own  system  configuration, 
the  sunk  cost  of  his  old  equipment 
and  the  cost  of  the  new,  and  his 
(company's)  needs.  The  question  for 
vendors  and  investors  now  is,  Will 
customers  stop  buying  at  all  in  ex- 
pectations of  buying  the  EISA 
clones  next  year? 

Things  are  so  confusing  that  cus- 
tomers will — and  should — probably 
do  what  they  would  have  done  any- 
way: buy  the  computers  they  need 
now,  and  wait  to  buy  computers 
they  may  need  in  the  future.  If 
they're  IBM  buyers,  they'll  buy  Mi- 
cro Channel;  if  they're  clone  buyers, 
they'll  buy  clones,  and  worry  about 
32-bit  buses  when  they  need  one. 
Accordingly,  I  expect  the  EISA  to  be 
a  success,  but  it  won't  kill  Micro 
Channel — as  it  might  have  had  it 
been  announced  a  year  ago.  ■ 
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Here's  a  paper  producer  that  invented  a 
new  color  photocopying  process  simply  as 
a  way  to  sell  more  paper. 


Color  it  smart 


By  Ignatius  Chithelen 


Y1  OU  MAY  REMEMBER  Mead 
Corp.,  the  S4.2  billion  (1987  rev- 
enues) Dayton,  Ohio  paper  pro- 
ducer that  diversified  in  the  late  1960s 
by  getting  into  the  on-line  informa- 
tion business.  It  formed  Mead  Data 
Central  and  set  up  two  enormous  da- 


tabases— Lexis  for  legal  research  and 
Nexis  for  news  articles.  This  year 
Mead  Data  Central's  200,000  sub- 
scribers around  the  world  will  buy  an 
estimated  $300  million  worth  of  elec- 
tronic data,  but  what's  important  is 
that  much  of  this  information  gets 
printed  out  on  paper  supplied  by — 
guess  who. 


w  analyzing  images 
Americanjirms  didn't  see  the  potential. 


Now  Mead  has  another  big  idea, 
has  invented  a  new  kind  of  paper  f 
color  copiers  and  color  comput 
printers.  Like  Polaroid's  instant  ph 
tography,  Mead's  Cycolor  paper  coj 
tains  within  itself  much  of  the  tec 
nology  involved  in  creating  color  r 
productions,  thus  vastly  reducing  tli 
need  for  the  kind  of  expensive  har 
ware  that  has  kept  effective  prices  i 
color  copies  and  prints  prohibitive 
expensive. 

With  Cycolor,  Mead  threatens  l| 
accomplish  what  has  eluded  comp. 
nies  from  Xerox  to  Kodak  to  Can 
Though  copier  manufacturers  ha 
dreamed  of  penetrating  the  offii 
market  with  color  copiers  for  the  pa: 
two  decades,  color  has  remained  litti 
more  than  a  dream  for  them.  Last  ye; 
less  than  1  %  of  the  total  copier  revi 
nues  of  $17  billion  came  from  color 

Mead's  unusual  strategy  is  to  pos 
tion  itself  as  simply  a  seller  of  su] 
plies.  To  generate  interest  in  the  tec 
nology,   however,   it  is  teaming 
with  hardware  manufacturers  aro 
the  world.  This  month  Noritsu  Ame 
ica  Corp.,  whose  parent  is  the  world 
largest     maker     of     photofinishinl 
equipment  (it  popularized  mini  lab) 
for  photography  processing),  will  bt 
gin  selling  a  device  that  uses  Cycolcj 
paper    to    produce    color    copies    c 
35mm  slides.  Priced  at  $9,800,  th 
slide  printer  cranks  out  three  prints 
minute  at  a  supplies  cost  of  about  5 
cents  a  print  and  a  retail  price  of  abou 
$3.    Competing    technology — princi 
pally  traditional  photography — turn 
out  prints  for  a  retail  price  of  $9  to  $1 
apiece. 

The  big  market  for  Cycolor  will  b 
in  office  copiers.  Here,  Mead  ha 
formed  a  joint  venture  with  Japan' 
Seiko,  the  $7  billion  watch  and  elec 
tronics  conglomerate,  to  market  an 
distribute  a  line  of  color  copiers  tha 
use  Cycolor.  These,  along  with  simi 
lar  copiers  from  two  other  partne: 
will  be  on  the  market  next  yeai 
priced  at  under  $10,000,  with  a  su] 
plies  cost  per  copy  of  less  than  $1 
Black-and-white  copiers  ranging 
price  from  $800  to  $6,000  produo 
copies  at  2  cents  each,  but  the  cole 
copiers  now  on  the  market  range  fron 
$12,000  models  eating  up  70  cents  s 
copy  in  supplies  to  $60,000  machine; 
costing  10  cents  a  copy. 

Mead  has  also  teamed  with  com 
puter  printer  makers,  including 
Brother  Industries  and  Seiko  of  fapar 
and  Greyhawk  Systems  Inc.,  a  smal 
Milpitas,  Calif,  company.  Except  foi 
Greyhawk,  Mead's  hardware  partner; 
are  all  major  Japanese  corporations 
"We  approached  major  U.S.  firms,  but 
they  did  not  see  much  potential,"  says 
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40  MB 
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INTRODUCING  ZENITH'S  NEW 
ATTERY-POWERED  PORTABLES. 


ZENITH  INNOVATES  AGAIN-with  a  state  of  the  art  family  of 
battery-powered  portables  led  by  the  single  most  revolu- 
tionary portable  ever  created.  TurbosPort  386." 

TurbosPort  386  is  breakthrough  inside  and  out.  Outside, 
Zenith's  exclusive  Page  White'"  display  virtually  duplicates 
printed  page  clarity.  Its  sharp  black  images  are  refreshed 
quickly  on  a  fluorescent  backlit  screen.  Plus  a  fully  detachable 
keyboard  (unheard  of  on  any  other  battery-powered  portable). 

Inside  the  compact  TurbosPort  386,  the  breakthroughs 
continue  with  a  powerful  80386  microprocessor  harnessed  to 
o  fast  access  40MB  hard  disk.  And  zero  wait  state  tech- 
nology for  up  to  50%  greater  speed  than  other  12MHz  systems. 

Next  comes  the  lightweight  SupersPort  286/  the  highest 
performance  286  class  machine  among  all  laptops... or 


desktops.  With  a  choice  of  fast  access  20  or  40MB  hard  disk. 

The  third  member  of  the  pack  is  the  SupersPort"  with 
20MB  hard  disk  or  dual  floppy  systems  and  detachable  battery 
packs  for  optimum  flexibility. 

All  three  machines  ride  on  Zenith's  Intelligent  Power 
Management  System™  for  maximum  battery  life. 

Three  new  portables-three  more  reasons  why  Zenith 
is  the  battery-powered  leader.  For  the  name  of  your  nearest 
Zenith  Data  Systems  Dealer,  call:  1-800-842-9000,  ext.  1. 

^Mim  data 
*  systems 

THE  QUALITY  GOES  IN  BEFORE  THE  NAME  GOES  ON" 


ere's  a  razor  sharp  I  ight  in  Roanoke,  Virginia . 


The  light  of  a  laser, 

that's  used  by  a  surgeon, 

to  save  people's  lives. 

It's  helping  make  miracles 

a  daily  occurrence, 

at  one  of  Virginia's  most  important  health  centers. 

Those  people  in  Roanoke 

whose  lives  may  depend  on  that  powerful  laser, 

almost  never  think  about  where  its  power  comes  from. 

Oh  they  know  their  power  company. 

But  they  may  not  know  their  company 

is  part  of  American  Electric  Power, 

an  important  family  of  power  companies 

serving  seven  million  people, 

in  3,000  communities, 

in  seven  states. 

They  don't  realize  that  as  part  of  AEP, 

their  power  company  shares  the  strongest  electrical 

transmission  system  in  the  world. 

And  that  the  AEP  family  of  companies  has 
a  rich  and  respected  heritage 
of  pioneering  in  the  research  and 
technology  that  will  keep  its  coal-based 
electrical  system  efficient  —  and  affordable  — 
well  into  the  next  century. 

They  probably  don't  know  that  AEP 
has  a  demonstrated  history  of  thoughtful, 
concerned,  and  progressive  management 
whose  primary  considerations  are  to  meet 
the  needs  of  its  customers  and  fulfill 
the  expectations  of  its  shareowners. 

Nor  do  they  recognize  AEP's  earnest  commitment 
to  competitively  market  its  resources 
and  aggressively  promote  economic  growth 
throughout  the  region  it  serves. 

What  they  do  know, 

and  what  they  care  about  most, 

is  that  surgery  is  now  faster  and  safer. 

And  today  there  is  hope 

where  there  once  was  despair. 

People  live  longer, 
and  miracles  happen, 

Because  there's  a  laser  in  Roanoke,  Virginia. 


ss 


AMERICAN 

ELECTRIC 

POWER 


The  AEP  Companies 

Appalachian  Power  Company  •  Columbus  Southern  Power  Company  •  Indiana  Michigan  Power  Company 
1  Kentucky  Power  Company  •  Kingsport  Power  Company  •  Michigan  Power  Company  •  Ohio  Power  Company  •  Wheeling  Power  Comp;  \ 


The  color's  in  the  paper 


Mead's  Cycolor  paper  (1)  is  a  polyester  film  coated  with 
cyliths,  or  microscopic  capsules  containing  one  of  three 
colored  dyes — cyan,  magenta  or  yellow.  When  an  image 
is  projected  onto  the  film  (2),  different  colors  of  light  hit 
each  cylith,  where  some  photoinitiators  sensitive  to 


certain  colors  of  light  trigger  chemical  reactions,  hard- 
ening dyes  and  rendering  them  inert.  When  a  receiving 
sheet  is  placed  on  the  film  (3)  and  passed  through 
pressure  rollers  (4),  the  unexposed  cyliths  burst,  blend- 
ing dyes  to  produce  an  exact  copy  of  the  original  (5). 


Science  & 
Technology 


aul  Nezi,  vice  president  of  market- 
lg  and  sales  for  Cycolor. 

The  way  Mead  sees  things,  it's  only 
matter  of  time  before  color  becomes 
l  routine  in  office  documents  as  it 
ow  is  in  tv  and  magazines.  "We  will 
t  right  there  in  the  forefront  as  color 
.veeps  into  offices  over  the  next  ten 
ears,"  says  Charles  Joiner  Jr.,  presi- 
ent  of  Mead  Imaging,  the  230-person 
ivision  that  handles  development, 
lanufacturing  and  marketing  of  Cy- 
Dlor.  With  the  idea  ready  for  produc- 
on,  Mead  has  spent  $40  million  on  a 
lant  south  of  Dayton. 

Cycolor  is  a  polyester  film  base 
oated  with  millions  of  water-bal- 
)on-like  microcapsules  called  cyliths 
ee  diagram).  These  cyliths,  about  a 
:nth  the  thickness  of  a  human  hair, 
ontain  one  of  three  colored  dyes — 
yan  (greenish  blue),  magenta  or  yel- 
)w — along  with  cyanine  borate  salts 
lat  act  as  photoinitiators.  These  re- 
ct  with  light  to  start  a  chemical  reac- 
on  that  results  in  the  hardening  of 
lie  cyliths. 

Where  there  is  green,  say,  in  the 
riginal  image,  the  green-sensitive  cy- 
ths,  which  contain  magenta  dye,  are 
ardened,  thus  rendering  them  inert. 


The  yellow-  and  blue-sensitive  cy- 
liths, which  are  unaffected,  rupture 
while  being  passed  through  pressure 
rollers,  causing  yellow  and  cyan  dyes 
to  ooze  and  mix,  forming  green  on  a 
receiving  sheet.  Because  it's  possible 
to  control  the  relative  proportion  of 
the  dyes,  color  can  be  reproduced.  The 
receiving  sheet  is  then  briefly  heated 
to  enhance  color  reproduction,  which 
is  close  to  photographic  quality. 

Competing  technologies  have  some 
big  disadvantages.  For  example,  Xe- 
rox, Kodak  and  Canon  use  electro- 
photography, or  xerography,  that  re- 
lies on  electrical  charges  to  create  a 
color  image  on  paper  using  color  ton- 
ers. Disadvantage:  The  paper  has  to 
roll  through  three  or  four  different 
toners.  Photographic  copiers  from 
Konica  and  Kis  use  silver  halide  paper 
and  traditional  photographic  chemi- 
cal technology.  Disadvantage:  the 
cost  of  silver.  Also,  unlike  Cycolor, 
both  these  technologies  involve  the 
maintenance  of  complex  hardware. 

Mead  didn't  exactly  set  out  to  dis- 
cover Cycolor.  Eight  years  ago  Fred 
Sanders,  a  scientist  at  Mead's  research 
lab  in  Chillicothe,  Ohio,  was  working 
on  a  microencapsulated,  carbonless 
paper  to  be  used  for  engineering  blue- 
prints when  he  stumbled  upon  the 
idea  of  extending  the  technique  for 
full  color  images.  In  1985  Mead  scien- 
tists developed  the  photoinitiator  that 
allows  the  use  of  visible  light,  unlike 


Andv  Christie 


earlier  processes,  which  required  an 
ultraviolet  or  blue  light  source.  Mead 
has  over  40  patents  on  the  process  and 
its  ingredients.  The  company  could 
well  have  come  up  with  the  hardware 
required  to  make  its  new  paper  useful, 
but  it  has  no  interest  in  manufactur- 
ing such  equipment.  Better  to  sell  the 
blades  than  the  razors. 

Mead  isn't  the  only  smart  company 
with  a  new  idea  for  producing  inex- 
pensive color  copies.  3M  Corp.  has  a 
new  spin  on  silver  halide  technology. 
Its  dry  silver  color  process  creates  col- 
or separations  using  three  microscop- 
ic layers,  each  composed  of  silver  ha- 
lide and  one  of  the  three  basic  color 
dyes.  Under  an  agreement  with  3M, 
Honeywell  is  marketing  color  print- 
ers, also  priced  under  $10,000,  that 
use  the  dry  process.  Intended  custom- 
ers include  cardiologists  looking  in- 
side the  heart  with  sound  waves  and 
engineers  using  computers  to  design 
mechanical  parts.  But  so  far  the  pro- 
cess is  more  expensive  than  Cycolor. 

Mead's  fans  believe  that  Cycolor 
could  significantly  boost  earnings, 
which  have  been  strong  recently. 
Earnings  per  share  from  continuing 
operations  in  1987  rose  59%,  to  $2.79. 
Salomon  Brothers'  Sherman  Chao 
says  Cycolor  will  add  $170  million,  or 
$2.50  per  share,  to  Mead's  net  income 
as  the  company  gains  a  10%  penetra- 
tion of  the  plain  copier  paper  market. 
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INDUSTRIAL  DEVELOPMENT 

ADVERTISING  SECTION 


The  advertisers  in  this  special  section  are  offering  valuable  industrial  site  and  area  develop 
literature  free  and  without  obligation  to  those  FORBES  readers  who  are  involved  with  new  ofi( 
plant  site  selection  for  their  companies. 

Determining  the  best  available  new  site  for  industrial  expansion  or  relocation  of  facilities  requl 
thorough  analysis  and  careful  comparison  of  a  considerable  number  of  important  factors.  The  puj 
of  this  FORBES  section  is  to  make  it  easier  for  you  to  obtain  such  information.  The  adve:[ 
appearing  on  these  pages  are  eager  to  send  you  literature  to  assist  in  your  investigations, 
brochures  and  other  information  will  provide  you  with  much  important  data. 

To  order  any  of  the  literature  offered,  refer  to  the  postage-paid  card  at  the  end  of  the  section, 
circle  the  numbers  listed  which  correspond  to  the  advertisers  who  interest  you  and  fill  in  your  i 
title,  company,  and  address.  They  will  mail  their  literature  to  you  directly.  Please  allow  a  reasoi 
time  for  processing. 


ARKANSAS  AND  SOUTHEAST  MISSOURI 

Powerful  Opportunities  for  You 

Over  40%  of  America  lives  within  550  miles  of  our 
service  territory.  That's  an  important  reason  uhv  140  ot 
Fortune's  500  companies  now  reside  here 

Others  include  a  hard-working  labor  force,  great  business 
climate  and  an  outstanding  quality  ot  lite 

Power  is  no  problem  either.  From  our  headquarters  m 
Little  Rock,  Arkansas  Powa  &  Light  Company  an  operat- 
ing company  ot  Middle  South  Utilities  Inc .,  provides 
plentiful  energy  to  communities  throughout  Arkansas  .\n<\ 
Southeast  Missouri.  And  we  also  offei  a  comprehensive 
program  of  industrial  rate  incentives  that  can  be  custom- 
ized to  your  compam  S  energy  needs,  including  competitive 
energy  rates  and  an  economic  development  Staff  read)  to 
assess  and  meet  your  location  needs 

Call  David  Eldndge  at  [501]  377-4440  tor  more  details 
Or  just  circle  the  number  on  the  readei  service  card  in 
this  magazine. 


Arkansas 
Power  &  Li  ffht 

Helping  Build  Arkansas 
&  Southeast  Missouri 


BARBADOS 

The  Key  To  Higher  Profits  R 
Your  Company 

Barbados  offers  a  wide  range  of  tax  and  other  incenti| 
LIGHT  MANUFACTURING,  DATA  ENTRY, 
BUSINESS  SERVICES,  FOREIGN  SALES  CORPS.,| 
EXEMPT  INSURANCE. 

•  Low  taxes  or  no  taxes  on  corporate  profits 

•  Duty-free  entry  to  the  U.S.A.  EEC,  and  Canada 

•  Training  grants  and  subsidized  factory  space 

•  Excellent  infrastructure  &  communications  facilitil 

•  An  easily  trainable  and  highly  productive  workforc| 

•  A  stable  political  environment  and  a  Government " 
welcomes  foreign  investment 

loin    the    many 
American  and  Euil 
companies  alreadv 
ing  these  benefit! 
more  information, 
call  or  write: 
BARBADOS 
INDUSTRIAL 
DEVELOPMENT  Cj 
800  Second  Ave.,  171 
New  York,  N.Y  I 
Tel:  (212)  867-6420 
Telex  147115 


ACVERTlSf 


\NA 


i)rime  location  for  profit. 


i're  looking  for  a  new  business  location,  we  have  the 
irces  to  give  your  business  a  boost.  State  support 
rams  for  investment  capital.  Tax  incentives.  Infra- 
ture  improvement.  Job  training.  Research  and  devel- 
;nt  assistance.  A  central  location  that  offers  easy 
;s  to  major  U.S.  markets,  and  the  transportation  sys- 
to  get  your  products  there  in  no  time.  We  also  have 
mman  resources  that  make  a  strong  labor  force  and 
ive  working  environment.  And  a  life-style  that  offers 
lent  educational  and  cultural  opportunities,  and  high 
lards  of  living.  For  more  information,  contact: 
d  Borst 

.na  Department  of  Commerce 
iovernor  John  Mutz,  Director 
North  Capitol,  Suite  700 
mapolis,  IN  46204-2288 
■317)  232-8888 


INDIANA 

Wfell  help  you  make  it 


MISSISSIPPI 

Everything  Under  The  Sun. 

You'll  find  everything  under  the  sun  in  Mississippi.  Our 
location  forms  a  geographic  cornerstone  where  business 
opportunity  is  limited  only  by  imagination,  will  and  crea- 
tive energy.  Mississippi  stands  at  the  east-west  center  of 
the  Southern  Sunbelt,  a  natural  transportation  hub.  High- 
way, rail  and  air  services  reach  out  to  the  75  million 
people  living  within  a  500-mile  radius,  while  two  deepwater 
ports  reach  out  to  the  world. 

We'd  like  to  show  you  how  you  can  build  your  future  in 
Mississippi:  With  affordable  energy,  a  strong  work  force 
and  a  government  that  supports  new  enterprises  with  tax 
incentives  and  special  financing  programs.  For  a  free  in- 
formation kit  contact:  Economic  Development  Group, 
Mississippi  Power  Company,  P.O. 
Box  4079,  Gulfport,  Mississippi 
39502;  (601)  865-5850. 


I  jOURI— Clayton 


V  's  lead  to  Clayton 


of  U.S.A.  The  nation's  geographic  and  population 
center. 

of  prosperous  St.  Louis  County.  Easy  access  to  busi- 
ness, shopping  and  residential  areas.  Only  15  minutes 
from  airport  and  downtown  St.  Louis. 

of  unsurpassed  quality  of  life:  Excellent  health  care, 
education,  child  care,  parks,  and  cultural  and  recrea- 
tional facilities.  Outstanding  police/fire  protection. 

of  Midwest  U.S.  corporate  headquarters:  Brown 
Group,  Jefferson  Smurfit,  General  Dynamics,  Graybar 
Electric,  Interco,  ITT  Commercial  Finance,  American 
Transit,  Apex  Oil,  Big  River  Group,  Charter  National 
Life,  Clarke  Industries,  Coin  Acceptors,  Commerce 
Bank  of  St.  Louis,  Fisher  Controls  International, 
Harbor  Group,  Lindner  Funds,  Site  Oil,  Valley  Line. 
Fifty-two  FORBES  500  companies  have  offices  in 
Clayton. 

For  more  information,  contact: 
Clayton  Tomorrow,  10  N.  Bemiston 
Clayton,  MO  63105 
Tel:  314-727-8100 


NEW  YORK  CITY  AND  WESTCHESTER  COUNTY 

"It's  not  just  where  I  work, 
it's  where  I  belong." 

The  energy  of  New  York,  the  pace,  the  excitement.  You 
want  to  be  in  New  York,  but  running  a  business  here  can 
be  tough. 

Con  Edison  understands.  So  we  developed  Project  Ap- 
pleseed.  If  you  start,  relocate  or  expand  your  business  in 
certain  areas  of  New  York  City  and  Westchester  County, 
you  could  be  eligible  for  reductions  of  up  to  30%  on  your 
electric  bills  and  21%  on  your  gas  bills. 

Project  Appleseed.  Because  we  want  your  business.  Here. 
In  New  York. 

For  more  information  on  Project  Appleseed,  call  John 
Manak  at  (212)  460-4000,  or  write  him  at  Con  Edison, 
Area  Development,  4  Irving  Place,  New  York,  N.Y  10003. 
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THE  ENERGY  OF  NEW  YORK 
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DE  ISLAND 

quare  foot 
t  any  smaller  in 
Rhode  Island. 

~c      It  just  costs  less. 

$AJ5. 


^ 


B®as®M' 


Space  costs  less  in  Rhode  Island.  A  lot  less. 

And  because  you  can  keep  your  overhead  down,  your 
bottom  line,  quite  naturally,  goes  up.  Call  our  Director  of 
Economic  Development,  Louis  A.  Fazzano  at  401-277- 
2601  or  write  him  at  the  Rhode  Island  Department  of 
Economic  Development,  7  Jackson  Walkway,  Providence, 
RI  02903. 

RHODE  ISLAND 

The  better  business  state. 

Edward  D  DiPreic.  Governor 


TAIWAN,  R.O.C. 

Where  Free  Enterprise  Workj 

The  Republic  of  China  on  Taiwan  is  a  good  inve 
Thirty  years  of  double  digit  growth  have  created  a| 
economy  with  a  strong  infrastructure.  Well-educat 
gent  workers  are  our  greatest  resource.  Incentives  I 
a  tax  holiday  for  hi-tech  ventures,  100%  owners 
100%  repatriation  of  capital. 

Industrial  Development  and  Investment  Cente 
acts  as  a  liaison  between  private  investors  and  gove 
organizations.  Services  (all  free)  include  pre-inv 
studies,  investment  planning,  assistance  in  filing 
tion,  improvement  of  business  operations,  plant  ex 
and  foreign  trade  promotion. 

To  learn  more  about  investing  in  Taiwan,  R.O. 
for  a  brochure  today 


Industrial  Development  and  Investment  Center 
Ministry  of  Economic  Affairs 
10th  Floor.  7  Roosevelt  Road.  Sec  1,  Taipei 
Taiwan,  Republic  of  China  Tel:  (02)394-7213 
Telex  10634  INVEST    Telefax  (02)392-6835 
CCNAA  Investment  &  Trade  Office 
8th  Fi .  126E   56th  Street.  New  York.  NY  10022  USA 
Tel  (212)  752-2340    Telex:  426330  CITO    Fax  (212)  826-: 


TEXAS 

The  country  with  the  twelfth 
largest  economy  in  the  world 
isn't  a  country. 

It's  .i  State.  Halfwa)   between  New  York  and  Los  Angeles 
In  the  middle,  between  Europe  and  lapan 

[fexas 

Its  1987  gross  state  product  was  more  than  $300  billion 
And  you  don't  muster  that  kind  ot  industrial  output 
without  providing  a  positive  environment  tor  business 

So  it  should  come  as  no  surprise  that   lexas  is  a  right 
to  work  state  and  the  only  one  ot  the   1^  most  populous 
states  in  the  country  with  no  corporate  or  personal  income 

I. IX 

For  more  information,  call 
1-512-320-9622  Oi  write  to 
Kxas  Department  ot  Com- 
meiee,     National     Business 

.  lopment,  P.O.  Box  I.1 
Austin,   I  -  '1 1 

And    cet    the   tacts  on   the 
xas 


Results 

Forhcs   presents   the   ideal   environment  to  discow 
options  tor  husiness  locations.  Readers  made  over 
requests  for  information  horn  area  development  ad\ 
in  last  year's  issue.  Advertisers  distnhuted  hterat 
Forhcs  readers  who  took  advantage  ot  the  Industrial 
opment  Advertising  Section  to  ohtain  information 
development  and  site  alternatives. 


Careers 


)oes  a  successful  career  mean  an  empty  personal  life?  An 
nportant  mental  health  study  offers  surprising  answers. 


In  praise  of  the 
conventional  life 


By  Ronald  Bailey 


Scratch  a  successful  business- 
man, it  is  said,  and  you'll  find 
someone  willingly  sacrificing 
is  personal  life  to  a  stress-filled  ca- 
:er.  Moreover,  having  once  achieved 
lccess  in  business,  the  triumphant 

.ireerist  inevitably  caps  those  de- 
ides  of  stress  with  the  most  stressful 
loment  of  all — retirement  from  the 
rm  he  built  or  headed. 
That  may  indeed  be  the  commonly 
eld  view  of  the  matter.  But  according 
)  one  of  America's  most  learned 
;holars  of  the  subject,  it's  all  wrong. 

'  In  the  view  of  Dr.  George  Vaillant, 

;irector  of  the  Grant  Study  of  Adult 
•evelopment  at  Harvard  University, 

'access  in  business  does  not  have  to 
ome  at  the  expense  of  personal  ful- 


fillment. And  when  all  is  said  and 
done,  retirement  does  not  have  to  be 
an  angst-filled  time  of  questioning 
and  self-doubt. 

The  Grant  study,  begun  in  1938,  is 
one  of  the  longest  continuing  research 
efforts  into  adult  mental  health  in 
American  history.  Businessman-phi- 
lanthropist William  Grant  endowed 
the  project,  which  for  almost  50  years 
has  tracked  the  lives,  careers  and  psy- 
chological development  of  nearly  all 
of  268  men  chosen  from  Harvard  Col- 
lege's classes  of  1939  through  1944. 

Vaillant,  who  is  also  professor  of 
psychiatry  at  Dartmouth's  Medical 
School,  has  directed  the  Grant  study 
for  the  past  16  years.  Each  participant 
has  been  followed  for  nearly  half  a 
century  with  questionnaires,  tele- 
phone calls  and  in-depth  personal  in- 


terviews about  the  course  his  life  has 
been  taking. 

The  subjects  have  been  tracked 
through  war  and  peace,  marriage  and 
divorce,  career  upheavals  and  multi- 
ple transcontinental  relocations — an 
enormous  undertaking  that  is  only 
now  beginning  to  wind  down  as  the 
subjects,  who  are  well  into  their  60s, 
retire  or  die. 

Most  of  the  study's  participants 
came  from  privileged  backgrounds. 
Even  so,  in  1940  fully  one-third  of 
their  fathers  made  less  than  $5,000 
per  year  and  one  in  seven  made  less 
than  $2,500.  One-third  of  their  fathers 
had  had  some  professional  training, 
but  half  of  their  parents  had  never 
graduated  from  college.  While  school 
was  in  session,  half  of  the  subjects  had 
to  work  in  order  to  help  pay  their 
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college  expenses. 

Remarkably,  it  turns  out  that  near- 
ly 50  years  later  none  of  these  socio- 
economic differences  has  had  the 
slightest  correlation  with  later  career 
success  and  psychological  health.  Ini- 
tiative, a  good  education,  and  the  ex 
penence  of  simply  living  out  their 
lives  eventually  erased  all  initial  sta- 
tistical differences. 

In  1977  Vaillant  summarized  the 
study's  findings  to  that  point  in  a 
bestselhng  report  on  his  research,  Ad- 
aptation to  life  (Forbes,  Dec  1.  19TA- 
At  the  time  the  participants  were  in 
their  50s,  and  the  study  found  that 
those  who  were  living  what  most  peo- 
ple would  regard  as  numbingly  con- 
ventional lives  were  in  actuality  also 
doing  the  best  in  their  careers.  The 
nun  with  the  stablest  marriages  and 
deepest  triendships  were  the  success- 
ful ones  who  had  become  the  compa- 
ny presidents. 

More  than  a  decade  atter  the  publi- 
cation oi Adaptation,  Vaillant  finds  his 
original    conclusions,     if    anything, 
more   strongly   anchored   than   e\  1 1 
Says  he,   "There's  no  question  that 
conventional    lives    statistically    arc 
tppiest  Stopping  smoking,  exer- 
cising, working  hard,  eating  breakfast 
and  not  getting  divorced — all  these 
humdrum    things    correlate    directly 
happiness.  The  idea  in  all  this  is 
i;  in  the  sense  of  cansen 

.  i;  60s  and  contemplat- 

ready  in,  retirement,  the 

a  have  begun  the  pro- 


cess of  "giving  away"  what  they  have 
accomplished.  Instead  of  worrying 
about  retirement,  the  most  success- 
fully adapted  men  are  actively  and 
creatively  engaged  in  passing  along 
their  knowledge  and  skills  to  a  youn- 
ger generation. 

This  so-called  "passing  along"  pro- 
cess is  one  that  Vaillant  says  began  for 
many  of  the  study's  participants  in 
midlife  as  the  men  took  stock  of 
themselves.  In  so  doing,  they  came  to 
feel  that  their  painfully  won  achieve- 
ments would  "lose  their  savor  unless 
shared,  unless  spiced  with  the  new 
task  of  becoming  mentor  to  the  next 
generation." 

To  illustrate,  Vaillant  turns  to  the 
life  of  a  Grant  study  participant  to 
whom  he  gives  the  pseudonym  Mr. 
Mason  (the  study  guaranteed  ano- 
nymity for  all  participants).  None  too 
auspiciously,  the  study  staff  initially 
gave  young  Mason  a  "C"  grade  for 
psychological  stability. 

As  a  youth  Mason  had  been  a  loner 
who  did  not  seem  very  likely  to  set 
the  world  on  fire.  Yet  by  his  40s  Ma- 
son remarkably  enough  headed  his 
own  company.  At  age  59  he  was  even 
running  two  companies  part  time 
while  also  maintaining  a  farm  and  a 
career  as  a  sculptor.  At  age  63  he  was 
planning  to  help  young  friends  start 
their  own  company.  Vaillant  con- 
cludes that  Mr.  Mason  is  clearly  en- 
joying and  now  passing  along  the 
fruits  of  his  life's  work. 

Mason,  it  turns  out,  is  typical  of 
the  Grant  study  participants  in  hav- 
ing developed  a  business  of  his  own. 
Vaillant  reports,  for  example,  that  the 
majority  of  the  participants  in  the 
Grant  study  didn't  stay  in  Forbes 
500s  companies  for  very  long  into 


their  careers,  and  the  ones  who  cl 
stay  proved  to  be  psychologically  t  i 
most  vulnerable  and  creatively  leal 
innovative.  Grant  study  participar 
have    become    bestselhng    novelijj 
and  Cabinet  members,  scholars  a 
captains  of  industry,  physicians  a; 
teachers  of  the  first  rank,  judges  ail 
newspaper  editors. 

Vaillant  also  points  out  that  ti 
Grant  study  has  yielded  absolutely  il 
correlation  between  academic  succej 
and  career  success. 

Getting  into  an  elite  university  li 
Harvard  is  clearly  a  helpful  step  onl 
the  ladder  of  career  success.  But,  sa  I 
Vaillant,  "Once  you've  gotten  to  Ffc  j 
vard,  getting  A's  or  getting  C's  isrj 
very  important  in  what  you  do  wijl 
the  next  40  years  of  your  life." 
would  Vaillant  advise  parents  to  ba  I 
ger  and  wheedle  their  kids  into  the  I'jl 
League?  Not  exactly.  Says  he,  "Is 
like  anything  else.  You  have  succc 
ful  kids  by  setting  a  good  example,  n 
by  nagging  them.  The  ones  you  n 
and  pull  strings  for  are  the  very  on 
who  drop  out  at  the  end  of  the  fn 
year  anyway." 

For  nearly  50  years  the  Grant  stui  I 
has  been  a  rich  source  of  informati( 
about  how  human  beings  develop  ai 
adapt.  From  it  we  have  learned  th 
career  success  and  a  rich  personal  li 
are,  in  fact,  linked,  and  not  at  all  co 
tradictory.  We  have  learned,  too,  th 
providing  guidance  for  a  younger  ge 
eration  ameliorates  the  stress  of  a 
proaching  retirement. 

As  the  study  enters  its  sixth  d 
cade,  we  can  hope  to  learn  more  aboi 
how  people  cope  with  approachn 
old  age,  the  effects  of  a  spouse's  deai 
on  their  lives  and  how,  looking  bac 
they  evaluate  their  own  lives.  ■ 
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you  think  people  might  think  you  order  Chivas  to  show  off, 
aybe  you're  thinking  too  much. 


What  are  you  saving  the  Chivas  for? 


Personal 

Affairs 

Edited  by  William  G.  Flanagan 

By  Jason  Zweig 


Sandwiched  between  bloody  Nicaragua 
and  corrupt  Panama,  Costa  Rica  is  like  the 
eye  of  a  hurricane — -peaceful,  stunningly 
beautiful,  and  tax-free  for  Yankees  who 
dont  want  to  go  home. 

Do  you  know  the 
way  to  San  Jose? 


Costa  Rica  seems  almost 
good,  or  too  fortunate,  tc 
true.  Only  the  size  of  West 
ginia,  with  fewer  than  3  million  \ 
pie,  it  is  one  of  the  few  nations  in 
world  without  an  army.  It  has  ne 
known  mass  slavery,  it  has  one  of 
highest  literacy  rates  in  the  West 
Hemisphere,  more  than  10%  of 
territory  is  preserved  in  natic 
parks,  poverty  and  violent  crime 
rare,  temperatures  average  72  deg 
year-round.  The  landscape  is  bra 
taking,  the  wildlife  abundant 
there  are  some  774  miles  of  Caribb 
and  Pacific  coast  studded  with  cl 
white  beaches. 

The  secret  is  leaking  out.  In  1 
tourism  jumped  10%,  as  278,000  ] 
pie  visited,  one-third  from  N( 
America.  And  an  estimated  30, 
U.S.  citizens  have  moved  here,  ab 
1%  of  the  population. 

David  Housman,  59,  a  tax  attor 
and  accountant  from  Albuquerc 
owns  a  house  in  a  luxury  country  c 
just  outside  San  Jose,  the  capital, 
a  home  at  Punta  Leona,  a  Pac 
beach.  With  clients  in  both  the 
and  Costa  Rica,  he  migrates  with 
tax  seasons  and  the  weather.  Cit 
the  climate,  the  cost  of  living, 
quality  of  health  care,  the  people 
the  tax  advantages,  he  rates  Cc 
Rica  "the  number  one  choice  fc 
retirement  home." 

Peter  Dickinson,  author  of  Tn 
and  Retirement  Edens  Abroad  (Am 
can  Association  of  Retired  Perse 
SI 6.95),  considers  the  quality  of  lif 
Costa  Rica  among  the  highest  in 
hemisphere.  "It's  probably  one  of 
easiest  places  in  the  world  for 
American  to  settle,"  he  says. 

To  become  apensionado,  or  gov( 
ment-approved  retiree,  you  must  h 
a  steady  source  of  foreign  income 
ceeding  $600  a  month  and  live  in  i 
ta  Rica  at  least  four  months  out  of 
year.  Your  foreign  income  is  exer 
from  Costa  Rican  income  tax,  ther 
no  tax  on  interest  from  bank  depos 
funds  can  be  transferred  in  and  ou 
the  country  without  local  restricti 
and  you  can  import  an  automol 
and  up  to  $7,000  in  personal  effe 
duty-free. 

Pensionados  cannot  hold  salar 
jobs  in  Costa  Rica,  but  they  are 
indeed  encouraged,  to  start  busine 
es — without  bribes,  equity-sha 
and  much  of  the  red  tape  that  is  cc 
monplace  south  of  the  border.  Th 
are  even  tax  incentives  for  busines 
in  agriculture,  tourism  and  manuf 
turing.  But  note:  Amateur  entrep 
neurs  newly  arrived  from  the  U.S. 
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ften  easy  prey  for  local  sharpies — 
lcluding  transplanted  Yanks.  Says 
pan  Blum,  63,  a  former  New .  York 
ewspaperman  who  settled  in  Costa 
ica  13  years  ago  and  hasn't  even  vis- 
ed the  U.S.  since,  "There's  a  stan- 
ard  joke  here:  If  you  want  to  be  a 
\illionaire,  just  bring  $2  million  with 
ou  when  you  come." 
In  all,  pensionados  contribute  $120 
lilhon  to  $140  million  annually  to 
:  le  local  economy.  Many  own  small 
inns  producing  cash  crops  like  maca- 
amia  nuts,  pineapples,  orchids  and 
i  mamental  plants. 

Others  run  hotels  and  travel  ser- 
vices. Marvin  Rockwell,  65,  came  to 
:osta  Rica  in  1950.  With  his  Costa 
ican  wife,  Flory,  he  runs  the  Pension 
lor  Mar  near  the  Monteverde  cloud 
irest,  a  mile  above  sea  level.  A  dou- 
le  room,  meals  and  tax  included,  is 
18  per  person,  but  their  2,000  guests 
'  year  are  enough  to  enable  the  Rock- 
wells to  turn  a  small  profit, 
i  Whatever  you  choose  to  do  in  Costa 
ica,  the  first  $70,000  of  your  local 
amings  will  be  exempt  from  U.S. 


Rio  Terraba  region 

Poverty  and  crime  are  rare. 


income  tax.  After  five  years,  you  will 
be  eligible  for  Costa  Rican  citizen- 
ship. (Besides  being  entitled  to  vote, 
citizens  also  get  excellent  low-cost 
medical  care.) 

If  you  just  want  a  vacation  home, 
consider  Costa  Rica's  Pacific  coast- 
line, where  land  goes  for  about 
$16,000  an  acre.  That  should  get  you  a 
verdant  slope  of  coconut  palms,  man- 


go and  banana  trees  within  walking 
distance  of  a  pristine  white  beach.  A 
three-bedroom  beach  house  ranges 
from  $40,000  to  $150,000. 

What  about  urban  property?  In  Es- 
cazu,  one  of  San  Jose's  most  desirable 
neighborhoods,  a  four-bedroom  Span- 
ish-style stucco  house,  with  swim- 
ming pool,  sauna,  two-car  garage  and 
a  stunning  view  of  the  7,000-foot  Es- 
cazu  Mountains,  goes  for  about 
$200,000. 

Will  you  have  to  do  without  the 
finer  things  in  life?  Yes  and  no.  Im- 
ports, including  some  toiletries  and 
drugs,  are  scarce  and  costly.  But  even 
small  towns  are  electrified,  most  wa- 
ter is  potable,  the  roads  are  excellent, 
gasoline  and  spare  parts  are  readily 
available  (if  expensive),  and  the  tele- 
communications system  is  the  best  in 
Latin  America.  (You  should  speak 
Spanish  if  you  plan  to  stay,  but  visi- 
tors can  get  by  in  English.) 

Dealing  with  the  bureaucracy  can 
be  maddening  for  new  arrivals.  But  a 
good  lawyer  can  do  your  paperwork 
for  about  $1,000  to  $2,000. 


Andrew  Holbnxtke/Black  Star 


The  American-owned  Hotel  La  Mariposa,  overlooking  the  Pacific 

The  nation's  most  expensive  hotel— at  $162  per  night  for  a  double. 


ORB] 
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to  visit  the  country  is 
i  o  "ember  and  April,  the  dry 
ideal  base  is  San  Jose,  the 
situated    capital    city    of 
sOO,  which  is  a  mecca  for  Ameri- 
iers. 
San  Jose  is  surrounded  by  spectacu- 
lar emerald-green  mountains.   With 
its  parks,  museums,  dozens  of  the- 
aters and  cinemas,  a  kosher  deli  and  a 
Well-Being  Institute,  you  might  al- 
most mistake  it  for  San  Jose,  Calif. 
The  Jade  and  Pre-Columbian   Gold 
museums  are  fascinating,  and  the  Na- 
tional Theater  features  drama,  orches- 
tral  music,    opera   and    ballet   from 
around  the  world.  From  San  Jose,  sev- 
eral tour  firms  operate  charters,  yacht 


cruises  and  excursions  to  beaches  on 
both  coasts,  volcanoes  and  many  of 
the  spectacular  national  parks. 

Take  the  "jungle  train,"  a  one-day 
trip  on  a  sinuous  mountain  railway 
through  the  lush  central  rain  forest, 
connecting  San  Jose  to  the  Caribbean 
coastline. 

The  Tortuguero  wildlife  preserve, 
along  the  northern  Caribbean  coast,  is 
the  seasonal  nesting  ground  for  hun- 
dreds of  giant  turtles.  Nearby  rivers 
offer  some  of  the  finest  sport  fishing 
in  the  world  for  marlin,  snook  and 
tarpon. 

Monteverde,  between  San  Jose  and 
the  Pacific  coast,  is  a  tropical  cloud 
forest — 20  square  miles  of  mountain- 


top  jungle  alive  with  monkeys,  hum 
mingbirds  and  orchids. 

The  rocky  coves  of  Manuel  Antonic 
National  Park,  on  the  Pacific  Ocean 
shelter  pristine  white  beaches  front 
ing  gin-clear  water.  On  a  bluff  som( 
320  feet  above  the  ocean  is  the  luxuri 
ous  American-owned  Hotel  La  Man 
posa,  which  commands  a  stunninj 
panorama  of  the  sea  and  the  sunset. 

In  all  of  Costa  Rica,  only  the  Hote 
Aurola  in  San  Jose  approaches  th( 
price  of  the  Mariposa,  $102  a  night 
More  typically,  quality  hotels  run  $5C 
a  night  for  a  double.  For  about  $100  i 
day  per  person,  you  can  travel  regally 
And,  say  the  pensionados,  for  $1,500  s 
month  you  can  live  like  a  king. 


At  ease 

No  matter  how  comfortable,  most 
recliners  are  just  too  ugly  for  any- 
thing other  than  a  rec  room.  But  clev- 
er designers  are  now  making  reclining 
chairs  that  are  at  home  in  even  the 
most  conservative  executive  suites.  If 
high  tech  is  your  style,  there  are  mod- 
els that  could  fit  a  Star  Trek  set. 

Bradington-Young  and  Leather- 
craft,  for  example,  two  leading  mak- 
ers of  adjustable  chairs,  manufacture 
leather  Victorian  wing  chairs,  com- 
plete with  gleaming  brass  nailheads 

:.irting  at  $1,095)  and  tufted  chaise 
longues  with  oak  finish  ($2,300  and 
up).  But  you'd  never  know  these  were 
recliners  by  looking  at  them. 

"You  hit  that  hidden  button,  and 
wheel"  says  Bradington- Young's  Pres- 
ident Charles  Young,  whose  firm  pro- 
duces about  25,000  leather  easy  chairs 
yearly,  in  40  styles,  with  strongest 
sales  in  California,  Texas,  Florida  and 
the  Midwest.  "We  make  elegant 
chairs  that  happen  to  recline,"  he 
says.  "Outrageously  comfortable, 
sure,  but  in  Queen  Anne  or  Italian- 
modem  disguise." 

Leathercraft  also  offers  an  ultra- 
modern chaise  longue  for  $4,150 
that  gracefully  rises  from  a  stream- 
lined b;i- 

These  new  adjustable  chairs  (manu- 
facturers cringe  at  the  "R"  word)  can 
be  ordered  in  contemporary  colors, 
too.  The  Roche-Bobois/Maunce  Vil- 
lency  showroom  on  New  York's  Mad- 
ison Avenue,  for  example,  earn 

uriety   of   European   ratchet-backed 

re,    low   and   overstuffed,    which 

irdered  in  soft-textured,  Medi- 

•an-hued  leathers  of  peach,  ol- 

and  hone  ($1,900  and  up). 

I  lining    mechanisms 
improved.    Bradington- 
rogen-gas< 


kjiKh  Mjluvnv 


Lawrence  Okun  <v  Huh  America 
aboard  Leatbercrafi  < $2,2^0) 


inders  in  its  newest  ottoman-club 
chair  sets,  allowing  customers  to  cali 
brate  their  comfort  to  the  centimeter. 

You  can  custom-order  chairs,  of 
course,  if  you  can't  find  exactly  what 
you  want  on  a  showroom  floor.  A 
good  local  furniture  store  (particularly 
the  smaller,  pricier  firms)  will  usually 
stock  manufacturers'  sample  books. 
National  and  regional  department 
stores  that  retain  full-service  furni 
ture  sections — such  as  Marshall 
Field's,  B.  Altman's,  or  Blooming 
dale's — can  also  arrange  for  individ 
ually  made  chairs,  as  can  interior-dec 
orating  firms. 

If  you  do  custom-order,  you  can  se 
lect  not  only  the  style  but  also  the 
framing  material  (oak  or  mahogany, 
usually,  kiln-dried  to  prevent  warp- 
age)  and,  of  course,  the  coverings  and 
colors.  And  they  are  doing  a  lot  of 
fancy  things  with  leather  these  days 


Scbaefer  <  \msniution  Co  President  Marvin  Sdxxefer 
tries  out  Bradington-Young  AtrcUner  (Si, 200) 
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More  than  io'ooo  hours  to  develop 

this  masterpiece. 


IB 

1735 


BlancpaiN 


A  work  of  an  which,  when  desired, 
chimes  the  hour,  quarter  hour  and 
minute.  Only  a  few  such  watches,  each 
individually  numbered  and  signed,  leave 
our  workshops  each  year. 

Since  1735  there  has  never  been  a  quartz 
Blancpain  watch.Andthere  neverwill  be. 


BOSTON  Dorfmann   DJ  TROIT  Schubot   HARTFORD  Green  6  Steven   KANSAS  CITY  Tivol   LOS  ANGELES  Princess  Ermine  NEWYORK  Cellini.  Toumeau.  Wempe  NEWPORT  BEACH  Moboco  OMAHA  BoisheinYs  TORONTO 
European  Jewellery    BERMUDES  Ctisson    GRAND  CAYMAN  Oennis  Smith    ST  BARTHELEMY  Point  Or    ST  MAARTEN  La  Romana    ST  THOMAS  Riviera 
Inlormaiion  by  BLANCPAIN  SA  -  CH  1348  le  Btassus  -  Switzerland  -  Tx  459420  Tel  01041-21854092 


Traditional  high-gloss,  or  glazed, 
leathers  are  now  available  in  pewter, 
cedar  and  honey  shades,  as  well  as 
standard  blacks  and  browns.  Even  the 
hand-antiqued,  hand-crumpled  leath- 
ers come  in  aniline-dyed,  bright 
shades  from  persimmon  to  sky  blue. 
And  you  can  select  new  mock-leather 


coverings — for  instance,  the  kid-like 
(but  100%  nylon)  Nova  Suede,  which 
are  a  lot  easier  to  care  for  than  the 
real  McCoy. 

U.S.  makers  of  chairs  that  recline 
include:  Bradington- Young,  Cherry- 
ville,  N.C.,  704-435-5881;  Leather- 
craft,    Conover,   N.C.    704-322-3305; 


Hickory  Chair  Co.,  Hickory,  N. 
704-328-1801;  and  Berkline,  Mor 
town,  Term.  615-586-1461.  Mc 
firms  accept  special  orders,  usual 
filled  in  eight  to  ten  weeks.  A  Rod 
Bobois  catalog  is  $10  (200  Madisi 
Avenue,  New  York,  N.Y.  10016,  21  j 
725-5513). — Anne  Matthews 


The  sheer  catalogs 

Tlhe  range  of  things  offered  by  cata- 
log is  now  galactic — from  a  Conne- 
mara  pony  (The  Carroll  Journals, 
$10,000)  to  a  golf  cart  equipped  with 
stereo  and  sunroof  (Austad's,  $8,500) 
to  a  one-person  hot-air  balloon  in  any 
reasonable  design  you  want  (Neiman 
Marcus,  $18,000  and  up).  See  below 
for  toll-free  numbers. 

Credit  convenience,  lack  of  time, 
fear  of  crime,  unavailability  of 
items  locally,  savings  on  sales 
taxes  or  sheer  laziness — what- 
ever the  reasons,  catalog  buy- 
ing is  now  a  $38-billion-a-year 
business,  accounting  for  some 
10%  of  all  retail  sales  in  the 
U.S.  And  it's  growing  at  an 
annual  pace  of  15%.  Last  year 
half  of  American  adults  did 
some  shopping  by  telephone 
or  by  mail,  using  some  8,000 
catalogs. 

Here  are  some  things  to  bear 
in  mind  if  you  shop  by  catalog. 

•  Remember,  pictures  can  de- 
ceive. Mail-order  houses  live 
or  die  on  the  selection  and  il- 
lustration of  the  merchandise 
in  their  catalogs,  but  what 
you  see  could  look  better 
than  what  you'll  get.  With  ap- 
parel, for  example,  you  don't 
get  to  feel  the  fabric  before  buying, 
or  get  to  try  on  an  item  for  size.  So 
when  you  order,  check  the  policy  on 
returns.  The  better  houses  will  make 
refunds,  not  just  offer  credit.  And 
some  will  include  the  cost  of  postage 
in  the  refund  check  if  merchandise  is 
defective.  The  redoubtable  L.L.  Bean 
will  make  good  on  merchandise  at 
any  point  in  its  lifetime,  no  ques- 
tions asked. 

•  Order  by  phone.  Three-quarters  of 
trendy  catalog  orders  are  by  toll-free 
phone,  not  mail,  which  makes  sense. 
Your  order  gets  into  the  system  faster 
and  you  can  ask  questions  about  the 
merchandise,  the  shipping  and  return 
policies,  expected  delivery,  and  so  on. 
You'll   also   have  a   representative's 

.  in  case  of  a  later  problem.  Off- 
re  a  good  time  to  call,  when 
>uld  be  able  to  answer  your 
at  length — and  may  even 


fetch  the  item  you  want  in  order  to 
answer  specific  questions.  Note:  Ask 
if  the  goods  you  order  are,  indeed,  in 
inventory.  Having  your  order  filled 
from  a  third-party  supplier  invites  all 
kinds  of  complications. 
•  Order  early.  Your  order  will  be  filled 
quicker  if  you  order  well  in  advance  of 
holiday  periods,  and  you  stand  a  bet- 
ter chance  of  the  items'  still  being  in 


Note:  The  House  Judiciary  Comml 
tee  is  now  considering  legislation  th  j 
would  assess  across-the-board  sal  J 
taxes  on  all  catalog  purchases. 
•  Pay  by  credit  card,  not  check.  Undl 
the  Fair  Credit  Billing  Act,  if  prol 
lems  arise  over  whether  you  ordera 
an  item  or  not,  or  if  it  is  not  receive 
or  if  the  house  refuses  to  acknowledjj 
a  returned  item,  you  can  simply  rl 
fuse  to  pay  when  you  are  billed.  Thc[ 
it's  up  to  your  credit  card  issuer  1 
resolve  the  dispute. 


Drawing  by  Booch.  e1988  The  Seu  Yorker  Magaznu-  tnc 


tjoodneus!  She's  nsl'ing  for  fxr  Barutnu  Republic 
and  VLtlluimsSonoma  catalogues." 


stock.  Better  houses  fill  orders  in  two 
days,  and  most  merchandise  will 
reach  you  via  US  mail  or  United  Par- 
cel Service  within  two  weeks.  Roger 
Horchow,  whose  Dallas-based  Hor- 
chow  Collection  is  now  being  pur- 
chased by  the  onetime  rival  Neiman 
Marcus  Group  for  around  $100  mil- 
lion, says  85%  of  orders  are  shipped 
within  two  days  after  they  are  re- 
ceived; Lands'  End,  which  alone  does 
$336  million  annually  in  mail-order 
trade,  claims  90%  are  shipped  out  the 
day  after  being  received. 
•  You  can  avoid  sales  taxes  as  long  as 
the  catalog  company  from  which  you 
order  does  not  have  operations  in  your 
home  state.  Order  forms  list  states  in 
which  taxes  are  levied.  (New  York 
City  residents,  for  example,  can  often 
save  8'/4%  by  buying  through  cata- 
logs, though  technically  they  are  sup- 
posed to  pay  equivalent  use  taxes.) 


How  do  you  get  catalogs? 
der  one  and  you're  likely  to 
inundated  in  no  time.  Your 
brary  probably  has  the  Din 
ry  of  Mail  Order  Catalogs  (Gn 
Housel,  which  lists  over  6,3l 
catalog  publishers  by  categor 
Many  advertise  in  home 
women's  magazines. 

For  openers,  here  are  th 
toll-free  numbers  of  a  doze 
selected  houses: 
Apparel 

Lands'  End.  Casual  wear  f( 
men,  women  and  childrei 
Famous  for  rugby  shirts.  80( 
356-4444. 

L.L.  Bean.  Outdoor  wea 
Open  Christmas  Day.  80( 
221-4221. 

Talbots.  Traditional  wc 
men's  wear.  800-225-8200. 

Tweeds.  European-style  a 
tire  for  men  and  women.  800-542-472!; 

Gifts 

Austad's.  For  the  golf  cart  with  st( 
reo.  800-759-4653. 

The  Carroll  Journals.  Ponies  an 
other  expensive  Irish  specialties.  80( 
255-3933. 

Gump's.  Put  a  little  jade  in  yoi 
life.  800-334-8677. 

The  Horchow  Collection.  The  os 
trich-f eather  duster  ($  1 5 )  is  among  al 
time  favorites.  800-527-0303. 

Neiman  Marcus.  Design  your  owi 
hot-air  balloon.  800-634-6267. 
Electronics 

The  Sharper  Image.  A  fog-free  shav 
ing  mirror  for  $39.  800-344-4444 

BN  Genius.  Its  antisnoring  devie 
($44.95)  is  a  big  mover.  800-468-44 

Heath  Co.  From  garage-door  o 
ers  to  ham  radios.  800-253-0570. 
— Edward  F.  Giltenan 
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Reliability: 


ofile  in  quality  #5.  For  the  Sthyear  in  a  row  owners  of  Ford  Motor  Company  cars  and  trucks 
ve  reported  fewer  problems,  on  average,  than  owners  of  any other vehicles  designed  and  built  in 
rth  America*  And  this  reliability  is  backed  by  Ford  with  a  6  year/60, 000  mile  powertrain 
rrantyon  all  Ford,  Mercury  and  Lincoln  cars  and  Ford  light  trucks** 


FORD 


MERCURY 


LINCOLN 


One  more  reason 

Ford  Motor  Company 

has  designed  and  built 

the  highest  quality 

American  cars  and  trucks 


for  8years  running. 


Quality  is  Job  1. 

FORD  ■  LINCOLN  •  MERCl  RY  ■  FORD  TRUCKS  •  FORD  TRACTORS 


Based  on  an  average  of  owner-reported  problems  in  a  series  of  surveys  of  '81-88  models  designed  and  built  in  North  America. 
Restrictions  and  deductible  apply.  Ask  your  dealer  for  a  copy  of  this  limited  warrant).  Buckle  up— Together  we  can  save  lives. 


Faces 

>ehind  the  Figures 


Edited  by  Robert  T.  Grieves 


Maverick  regulator 


Dermis  Patrick,  chairman  oftbePCC 

"We  have  an  obligation  to  move  forward. 


l.-ltro   M.n  MiH.ii-. 


Congressional  leaders  breathed  a 
sigh  of  relief  when  President  Rea- 
gan appointed  Dennis  Patrick  chair- 
man of  the  Federal  Communications 
Commission  in  April  1987.  They 
thought  Patrick,  37,  would  make  few 
waves.  Oops.  Not  only  has  Patrick 
scrapped  the  38-year-old  FCC  rule  re 
quiring  broadcasters  to  air  opposing 
viewpoints — the  venerable  "fairness 
doctrine"— but  he  also  proposed  steep 
access  charges  for  users  of  private 
telecommunications  networks  that 
could  have  doubled  their  costs  of  do- 
ing business.  In  the  wake  of  furious 
opposition,  the  proposal  was  dropped. 
Now,  despite  congressional  re- 
quests to  wait  until  after  the  Novem- 
ber elections,  Patrick  has  declared 
himself  determined  to  replace  the 
FCC's  so-called  rate-of  return  rule — 
which  allows  telephone  companies  to 
recoup  all  of  their  costs  plus  12%  of 
revenues-  with  a  price  cap.  Says  Pat- 
rick: "We  have  an  obligation  to  move 
forward  when  it's  m  the  public  inter- 
est to  do  so 

Undex  the  proposed  price  cap,  the 

would  freeze  at  current  levels 

barges  that  customers  oi  AT&T 

regional    phone   companies 

To  make  a  profit,  the 

a  lies  would  simply  have 


to  become  more  efficient.  Says  Pat- 
rick, "You  create  the  incentive  to  cut 
costs,  because  the  company  wants  to 
beat  that  price  cap  formula." 

Los  Angeles-born  Patrick,  son  of  a 
policeman,  graduated  from  Occiden- 
tal College  in  1973,  where  he  was 
chairman  of  the  Young  Republicans, 
and  went  on  to  earn  a  law  degree  from 
UCLA.  In  1981  he  became  a  presiden- 
tial adviser  in  the  Reagan  White 
House,  and  in  1983  was  appointed  a 
commissioner  of  the  FCC. 

Though  he  could  easily  be  replaced 
as  chairman  by  the  next  President, 
Patrick  expects  to  serve  out  his  term, 
which  expires  in  1992,  as  one  of  the 
agency's  three  commissioners,  no 
matter  who  wins  the  election  in  No- 
vember. "Our  presumption  at  the 
FCC  is  that  competition  is  generally 
good,"  he  says.  "That's  what  I  want  to 
foster." — Kerry  Hannon 


Ball's  new  idea 

It's  not  often  that  you  hear  a  Wall 
Strceter  volunteering  to  have  his 
business  taxed,  but  that's  precisely 
what  George  L.  Ball,  chairman  of  Pru- 
dential-Bachc  Securities  Inc.,  is  rec- 
ommending. Last  month,  at  a  Wash- 


ington, D.C.  financial  markets  conf 
ence  attended  by  more  than  2 
financiers,  economists  and  congre 
men,  Ball  proposed  that  a  5%  surf 
be  slapped  on  short-term  securit 
trading  profits.  Why?  To  discoun 
such  profits,  of  course. 

Ball  thinks  that  Wall  Streeters  ha 
lost  their  way  in  all  the  wheeling  a 
dealing  for  short-term  advantage  a 
won't  find  their  way  back  unit 
they're  compelled  to.  "Institutioi 
corporations  and  individuals  no  lot 
er  view  the  equities  markets  as  vial 
places  to  raise  capital,"  says  Bj 
"The  October  crash,  compounded 
insider  trading,  scandals,  Boeskyis 
and  a  repugnance  of  corporate  raid 
ism,  has  made  people  very  chary 
Wall  Street." 

He  takes  an  appropriately  long  vi< 
of  what  such  a  tax  would  do  to  Pi 
dential-Bache,  one  of  the  top  risk 
bitrage  firms  in  the  country.  "If  t 
marketplaces  are  viewed  as  attracts 
fair  and  orderly,  then  the  amount 
investment  in  the  aggregate  will 
greater,"  Ball  says.  "In  the  long  r 
Prudential-Bache  and  other  securiti 
firms  will  enjoy  greater  profits." 

A  New  Jersey  native,  Ball, 
earned  an  economics  degree  fro 
Brown  in  1960.  After  serving  tv 
years  in  the  Navy  he  went  to  work  f 
E.F.  Hutton,  where  he  became  pre: 
dent  in  1977.  He  left  Hutton  to  he. 
Prudential-Bache  in  1982,  just  as  oi 
of  Wall  Street's  biggest-ever  chec 
kiting  scandals  hit  Hutton.  Ball  h 
maintained  that  he  knew  nothii 
about  the  fraud. 

Ball's  brush  with  scandal  at  Hutto 
as  well  as  The  Street's  more  recei 
excursions  into  insider  trading,  ha1 
led  him  to  the  conviction  that  tl 
securities  industry  needs  to  be  reint 
in.  Says  Ball  of  the  sentiment  th 
underpins  his  proposal,  "I  think  pe 


Pru-Bacbe's  George  L  Ball 
Beating  back  Boeskyism. 
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Business  Becomes  Pleasure 
When  You  Travel  With  The  Right  Company. 


Air  France's  "Executive  Europe"  offers  business  travelers  the  ultimate  standard  of  style 
and  convenience  all  over  Europe.  Fly  in  the  comfort  of  Concorde.  Premiere,  or  Le  Club 
class  and  a  full  range  of  services  can  be  yours:  exclusive  savings  on  Executive  Car 
limousine  service  in  major  European  destinations;  preferred  RSVP  service  with  Hotels 
Meridien;  free  luxury  car  upgrades  with  Hertz;  and  much  more.  For  details,  phone  your  travel 
specialist  or  call  1-800-AF -PARIS.  Air  France  is  a  partner  in  Mileage  Plus  and  OnePass. 


Executive  Europe's  network  serves  you  in 
these  and  other  Air  France  European  cities: 


AMSTERDAM 

COLOGNE 

HELSINKI 

NUREMBURG 

ATHENS 

COPENHAGEN 

LISBON 

OSLO 

BARCELONA 

DUSSELDORF 

LONDON 

PARIS 

BASEL 

FLORENCE 

LYON 

ROME 

BERLIN 

FRANKFURT 

MADRID 

ROTTERDAM 

BOLOGNA 

GENEVA 

MARSEILLE 

STOCKHOLM 

BONN 

GENOA 

MILAN 

STUTTGART 

BORDEAUX 

GOTHENBURG 

MUNICH 

TOULOUSE 

BREMEN 

HAMBURG 

NAPLES 

VIENNA 

BRUSSELS 

HANOVER 

NICE 

ZURICH 

THE  FINE  ART 
OF  FLYING 


Executive  Car 


MERIDIEN 

RSVF  INTERNATIONAL 
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Faces 

Behind  the  Figures 


pie  in  the  investment  community  un- 
derstand that  I  care  deeply  about  the 
markets."— R.T.G. 


Back  from  the  dead 

We  consider  the  U.S.  the  safest 
market  in  which  to  invest,"  says 
Lawrence  Urquhart,  53,  the  new  chief 
executive  of  $2  billion  (revenues)  Bur- 
mah  Oil,  the  British  lubricants  and 
specialty  chemicals  giant.  "We  have 
30%  of  our  assets  in  the  U.S.,  and 
we're  looking  to  acquire  another  U.S. 
company  by  the  end  of  this  year." 
Burmah  may  also  seek  a  Nasdaq  list- 
ing next  year,  Urquhart  says. 

The  blistering  pace  of  Burmah's 
U.S.  expansion — it  has  acquired  1 1 
American  companies  in  the  last  three 
years — follows  its  remarkable  re- 
bound from  the  brink  of  bankruptcy 
in  the  mid-1970s.  Just  before  the  oil 
embargo  of  1974,  Burmah  invested 
heavily  in  43  tankers  and  10  liquefied 
natural  gas  ships.  To  keep  itself  afloat 
postembargo,  the  company  was  forced 
to  sell  51%  of  its  North  Sea  oil  stake 
and  its  23%  interest  in  British  Petro- 
leum to  the  British  government.  "We 
sold  our  assets  at  the  bottom  of  the 
market,"  Urquhart  says  with  linger- 
ing bitterness.  "The  government  stole 
them." 

Fortunately,  there's  a  happy  ending 
Under  Urquhart's  direction,  U.K.- 
based  Castrol,  Burmah's  principal  lu- 
bricants company,  has  muscled  the 
firm  back  to  financial  health.  The 
globally  known  Castrol  brand  name 
helped    Urquhart    push    aggressiwlv 


(  v/'.s  Lawrence  I  Yqubart 
ling  the  firm  back  to  health. 


Dr  Robert  Cade,  developer  of  Go.' 

A  smorgasbord  of  fiber-enhanced  food  items. 


into  overseas  markets,  particularly  in 
Mexico,  Colombia,  Chile,  South  Ko- 
rea and  Japan.  Castrol's  sales  now  to- 
tal 3%  of  the  highly  competitive  Japa- 
nese motor  oil  market,  and  it  contrib- 
utes 65%  of  Burmah's  total  revenues. 
A  native  Scot,  Urquhart  earned  a 
law  degree  trom  London  University  in 
1957  and  worked  for  Price  Water- 
house  and  Shell  International  before 
icnning  Burmah  in  1977.  He  was 
named  chief  executive  this  July.  The 
102-year-old  firm,  once  active  in  oil 
production  in  India  and  Burma,  is  now 
the  world's  second-largest  marketer 
of  lubricants,  behind  Shell— R.T.G. 


On  your  mark, 
get  set,  drink! 

Y'  ou  drink  Gatorade  iust  before  you 
work  out,  and  you  drink  Go!  right 
aherward,"  says  Dr.  Robert  Cade,  the 
University  of  Florida  physiologist 
who  invented  bcstselling  Gatorade 
(1987  sales,  $450  million)  in  1965. 
Go!?  It's  a  low-fat,  high-protein  drink 
that  Cade  developed  last  year  to  re- 
store the  amino  acids,  vitamins  and 
minerals  that  athletes  lose  through 
exercise.  The  milk-based  drink  comes 
in  three  all-Amencan  flavors:  choco- 
late, strawberry  and  vanilla 

But  docs  the  world  really  need  an- 
other nutritious  drink  for  athletes?  "I 
don't  know  about  the  world,  but  ath- 


letes do,"  Cade  says.  "Other  produd 
do  the  same  job,  but  they  don't  tas 
as  good.  This  is  a  high-protein  mil] 
shake  that  helps  you  recover  fro 
workouts."  Cade  thinks  Go!  could 
as  popular  as  Gatorade,  which  is  nc 
used  by  high  school,  college  and 
athletic  teams  in  the  U.S. 

Go!  will  be  distributed  by  Nut! 
Products  Inc.,  a  Gainesville,  Flj 
based  marketer  of  sports  and  consul 
er  nutrition  products.  Cade  sits  on  t\ 
board.  The  firm  is  a  subsidiary 
Phoenix  Advanced  Technolo^ 
which  helps  academic  institutions  < 
velop  and  market  medical  products| 

The  drink's  popularity  is  growin 
insists  Cade.  Example:  At  the  SuiJ 
mer    Olympics    in    Seoul    the    U 
swimming  and  track  and  field  tear) 
swilled  the  stuff  with  gusto,  he  say!i 

Cade,  61,  grew  up  in  San  Antoni 
Tex.  and  graduated  from  the  Unive* 
sity  of  Texas  Southwestern  Medic 
School  in  Dallas  in  1954.  Since  tl 
Sixties  he  has  taught  at  the  Univers 
ty  of  Florida.  His  income  from  Gato 
ade  last  year  totaled  more  than  S 
million. 

What's  next?  A  smorgasbord  of  lov 
fat,  fiber-enhanced  food  items,  say 
Cade;  they'll  apparently  range  fro; 
soft  drinks  and  beer  to  pudding  ar. 
salad  dressing,  and  be  aimed  mainly ; 
the  40  million  Americans  who  suffi 
from  high  cholesterol.— R.T.G. 
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i  1988  ATST 


"If  we  haverit figured  out 

a  way  to  get  it  to  you  today, 

Fll  personally  fly  it  to 

Tokyo  tomorrow" 


Your  report  hasn't  reached  Tokyo.  They're  wait- 

And  you're  looking  bad.  You  can't  run  an  efficient 
iiiness  flying  around  the  world  playing  messenger. 

It's  a  big  problem.  But  it's  not  without  a  solution. 

your  report  to  Tokyo. 

Faxed  over  the  AT&T  Worldwide  Intelligent 
work,  an  exact  copy  of  your  report  will  arrive  al- 
st  immediately.  Allowing  you  to  exchange  infor- 
tion  faster  and  more  effectively  than  ever  before. 

To  find  out  how  Fax  can  help  you  manage  the 


way  you  do  business,  call  AT&T  at  1  800  222-0400, 
Ext.  356. 

Fax.  When  you  think  about  it,  is  there  any  other 
way  to  do  business? 

From  equipment  to  networking,  from  com- 
puters to  communications,  AT&T  is  the  right 
choice. 


AT&T 

The  right  choice. 


MasterCard  BusinessCard  presents 

Murder  on  the  American  Exprei 

The  MasterCard  BusinessCard™  is  the  best  company  T&E  card  system. 

Here's  the  evidence: 

Management  Control:  Both  the  MasterCard  BusinessCard  and  American  Express  Corporate  Card  provide  MIS  Reports. 
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BusinessCard 


5*12  3HS*   18*10  12 

oooo  MasterCard. 
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Acceptance:  MasterCard*  is  accepted  at  over  6  million  locations  worldwide— 3  times  more  than  American  Express. 


BusinessCard 
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Cash  Access:  MasterCard  offers  cash  advances  and  emergency  cash  at  5  times  more  locations  than  American  Express. 


BusinessCard 
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Car  Rental  Insurance:  Only  MasterCard  lets  your  employees  decline  car  rental  insurance  and  save  your  company  $10-$15  a 


BusinessCard 
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Now  that  you  have  all  the  clues,  it's  no  mystery  why  the  MasterCard  BusinessCard 
is  the  best  card  of  its  kind.  For  more  information  call  1-800-727-8825. 

Choose  The  BusinessCard  That  MakesADifference 
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MasterCard. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


agging  the  rest  of  the  world.  Markets  in  Japan  and  France 
ave  already  recovered  from  the  international  debacle  of 
ist  October.  Meanwhile,  the  U.K.  market  is  still  down 
5%  for  the  past  year,  while  the  Dow  is  down  18.7%  . 
Why  has  the  U.S.  market  stalled?  Perhaps  investors  are 
raying  on  the  sidelines  until  after  the  election.  Edward 
ficoski,  a  market  strategist  for  Piper,  Jaffrey  &.  Hopwood 
1  Minneapolis,  has  another  viewpoint.  "Last  October's 


crash  was  like  a  death  in  the  family,  and  investors  are  not 
comfortable  with  the  market."  Nicoski  thinks  that  the 
Dow  is  presently  at  the  upper  end  of  its  trading  range. 

The  current  P/E  ratio  for  the  Forbes  500  is  12,  down 
from  20.8  twelve  months  ago  and  13.8  three  months  ago. 
At  12  times  earnings,  the  average  stock  has  an  earnings 
yield  (earnings  divided  by  price)  of  8.3%.  But  you  can  do 
just  as  well  with  a  CD. 


Closeup  On  the  Equity  Markets 

Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

3.5 

4.1 

3.6 

3.5 

1.8 

2.8 

in  last  52  weeks 

-14.8 

-16.4 

-18.7 

-14.9 

-15.6 

-12.9 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  23 

under  9 

over  4.7% 

none 

high 

low 

over  $35 

under  $4 

in  last  4  weeks 

3.6 

3.1 

3.3 

1.7 

2.8 

3.5 

1.7 

4.8 

3.6 

2.1 

3.6 

1.9 

in  last  52  weeks 

-10.2 

16.4 

15.2 

6.0 

-7.3 

0.2 

2.6 

20.4 

15.5 

1.8 

-6.6 

10.8 

Vilshiie  index  reflects  p 
\  stock's  sensitivity  to  o 
owth  image,  determine 

rice  performance.  It  diffe 
verall  market  movement 
d  by  Wilshire  Associates 

rs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements 
High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are 

of  equity  since  index  was 
more  stable.  4A  quantitati 

created.  2Based  on  sales, 
ve  evaluation  of  a  stock's 

Jote:  All  data  for  periods  ending  9/23/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Surprises  good  and  bad.  The  hottest  Wilshire  sector  over 
the  last  two  weeks  was  transportation,  up  2.2%.  Leading 
the  group  was  CSX,  which  announced  its  intent  to  buy 
38%  of  its  stock  in  a  restructuring  that  would  also  include 
asset  sales.  The  market  responded  favorably  and  moved 
CSX  up  14.8%  for  the  recent  two-week  period. 
Bad  news  knocked  down  Regina,  a  96-year-old  vacuum 


maker.  On  Sept.  21  Regina  announced  that  it  would  refl 
a  loss  for  the  September  quarter.  At  the  time  it  had! 
highest  "timeliness"  rating  from  T/je  Value  Line  InvestnW 
Survey.  Regina  had  been  claiming  earnings  and  si 
growth  in  excess  of  40%  for  the  past  two  years.  On  Si 
27  Peat  Marwick  disclosed  that  Regina's  financial  stl 
ments  for  the  past  year  appear  to  be  inaccurate. 


Petcent  change  in  last  52  weeks  "O-  -O  Percent  change  in  last  2  weeks 


Capital  goods 

so         ^*^ 

0           "\ 

-25          ^\/ 

1  1  1  1  1  1  1  1  1 

1 1   1  1   1  1  1 

'87                      1 

'88 

Energy 

50             ^s^ 

'    V  y — /^*^ — 

-25                ^*^ 

1  1   1  II  1  1  1 

1  1  1   1   1 1  1  1  M 

'87 

'88 

Technology 

50              ^n. 

"  L    -  ■  ~ 

-25     Ky 

ii 

nil  i  ii 

1    1    1    1    1    1    1    1    1    1    1 

•87 

HK 

Consumer  durables 

50 

^tl.Op 

0                                                             .^^- 

-25 

1  1   1  1  1  1  1  1 

II   1  1  1  1  1  1  1  1  1  1  1 

'87 

'88 

Finance 

50             ^»w 

^1.0^. 

'  ~\  s-s — ' 

1 1 1 1 1 1 1 1 1 

INI 

1  1  1  1  1  1  1  1  1  1  1  1  1  1 

•87                      1 

'88 

Transportation 

50 

^\       r 

0 

\ 

-25 

V 

1 1 1 1 1 1 1 1 

1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

•87 

■88 

Consumer  nondurables  and  servil 


50 


I  I  I  I  I  I  I  I II 


•87 


'88 


Raw  materials 


50 


^w^\. 


-25 


I  I   I  I   I  I  I  I   I  I  I  I   I  I  I  I  I  I  I  I  I  I  I  I 
'87  '88 


Utilities 


50 


-25 


I  I  |  I  I  I I  I  I  I  I  I 


'87 


What  the  Analysts  Think 


Relativity.  The  Forbes  Sales  500  is  priced  at  12  times 
latest  12-month  earnings  and  9.7  times  estimated  1989 
earnings.  But  back  in  August  1984  the  Forbes  Sales  500 


had  an  expected  1985  earnings  multiple  of  6.5.  Either  il 
1989  estimates  are  too  conservative  or  stocks  are  not! 
cheap  as  one  might  think. 


Forecasting  the  Forbes  Sales  500 

Performance 
period 

Average 
earnings  per 
share          P/E 

latest  12  months 
1988  estimates 
1980  estimates 

$3.19          12.0 
3.59          10.7 
3.96            9.7 

Rank  based  on 
change  in  estimate                Sector 

Estimated  1988 
EPS             P/E 

%  change  in  1988  estim 
in  2  weeks       in  4  wee 

1                         Raw  material! 

$3.21 

9.5 

0.52% 

1.06% 

2                         Consumer  durables 

4.66 

11.2 

0.17 

0.33 

3                         Capital  goods 

2.63 

14.1 

0.09 

0.23 

4                         Consumer  nondurables 

2.45 

13.6 

-0.06 

-0.20 

5                         Utilities 

2.39 

10.1 

-0.15 

-0.37 

6                         Technology 

2.93 

11.4 

-0.28 

-0.56 

Finance 

3.42 

8.8 

-0.57 

-0.86 

8                         Energy 

3.20 

11.9 

-0.84 

-0.26 

9                        Transportation 

2.30 

11.7 

-0.93 

-1.95 

I  .:  .-..tu>n  weighted  consensus  estimates  from  over  3,000  security  analysts.  Data  are  compiled  and  updated  continually  by  the  Institutional  Br 
ol  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm 
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The  Funds 


fied  in  name,  it  says  a  lot  about 
risks  a  portfolio  manager  can  t 
And  with  the  ability  of  a  nondive: 
fied  fund  manager  to  concentrate  h 


The  label  "nondiversified  fund"  is  often  %&?£££&'£& 
misleading,  but  it's  never  irrelevant. 


What's  in 
a  name? 


By  Jonathan  Clements 


WHICH  OF  THESE  tWO  mutual 
funds  is  "diversified"  and 
which  is  "nondiversified ": 

•  Vanguard  Specialized  Gold  and  Pre- 
cious Metals  Portfolio,  whose  latest 
semiannual  report  shows  it  holding 
54  stocks,  including  American  Bar- 
rick,  Consolidated  Gold  Fields  and 
Lac  Minerals.  The  fund's  largest  posi- 
tion accounts  for  6.4%  of  assets. 

•  Fidelity  Select  Precious  Metals  and 
Minerals  Portfolio,  which  owns  68 
stocks,  including  American  Barnck, 
Consolidated  Gold  Fields  and  Lac 
Minerals.  Its  largest  holding  stands  at 
5.5%  of  assets. 

Sound  similar-1  Indeed,  they  are.  Yet 
one  ot  them,  the  Vanguard  fund, 
styles  itscli  a  "diversified"  hind.  The 
other,  Fidelity's,  calls  itself  "nondi- 
versified." How  can  that  be-1 

Here's  how  the  distinction  works. 
The  Vanguard  fund  is  reg- 
istered as  a  diversified  in- 
vestment company  under 
the  Investment  Company 
Act  of  1940.  By  law,  it  has 
to  have  at  least  75%  of  its 
assets  well  diversified — 
and  no  more  than  5%  of 
those  assets  m  one  stock 
holding.  For  the  hilly  in 
vested  portfolio  manager, 
that  means  owning  at 
least  15  stocks.  There  are 
no  restrictions  on  the  re- 
maining -the  man 
ager  could  theoretically 
put  it  all  in  one  stock,  giv- 
the  fund  a  total  ot  16 

( rsoi  the  Fidelity 

trast     don't 

in   n   as  a 


diversified  fund.  Thus,  they  escape 
the  stipulations  laid  down  in  the  1940 
act.  But  the  fund  has  to  meet  require- 
ments of  another  kind — those  laid 
down  by  the  IRS.  To  keep  its  divi- 
dends and  capital  gains  exempt  from 
corporate  taxes — it  is,  after  all,  only  a 
conduit  for  income — the  Fidelity  fund 
must  qualify  as  a  "regulated  invest- 
ment company"  under  IRS  rules.  And 
to  do  that,  the  fund  need  have  only 
50%  of  its  assets  well  diversified.  The 
other  50%  may  be  spread  over  just 
two  stocks,  so  that  a  fully  invested 
fund  need  hold  only  12  stocks. 

The  Fidelity  portfolio  is  by  no 
means  the  only  one  to  be  nondiversi- 
fied in  theory  but  diversified  in  fact. 
Many  of  the  84  funds  currently  la- 
beled as  "nondiversified"  are  nondi- 
versified only  in  name.  So  if  the  label 
is  so  often  meaningless,  should  inves- 
tors bother  to  take  any  notice? 

Absolutely.  If  a  fund  is  nondiversi- 


Few  eggs,  one  basket 


Few  nondiversified  mutual  and  closed-end  funds  do 
well  in  both  up  and  down  markets.  Here,  three  of  the 
industry's  top  performers  and  three  dogs. 
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"Closed-end      HJased  on  most  recently  available  information  Sources  Morning 
\im  -./in    Chicago.  Ill,  Thomas  J  Herzfeld  Advisors,  Miami,  Fla   Forbb 


ight 

vised  to  park  their  money  elsewhe 
Truly  nondiversified  funds  have  co 
piled  wildly  different  records.  Oft< 
they're  highfliers  one  year  and  lot 
performers  the  next.  Consisten 
stellar  performances  are  hard  to  fin 
fust  two  nondiversified  fun> 
Claremont  Capital  and  Lehman  Ca 
tal,  are  on  the  Forbes  honor  roll  (St 
5).  Claremont's  portfolio  manag 
Erik  Bergstrom,  has  13%  of  the  funi 
assets  in  Amgen,  a  biotechnolo 
company  that  has  developed  produ 
that  stimulate  blood  cell  productic 
Bergstrom  bought  into  Amgen  at  $ 
share  in  1981,  before  the  compa 
even  went  public.  The  stock  receni 
traded  at  30 'A 

"There    are    only    so    many    bf. 
ideas,"  argues  Ronald  Wiener, 
man's  portfolio  manager.  "At  wJ 
point  are  you  filling  out  the  portfo! 
just  for  diversification's  sake?"  One 
Wiener's    favorite    holdings    is    Li 
Broadcasting,  which  owns  key  cell) 
lar  telephone  franchises  in  five  citiij 
Ironically,  LIN  was  once  a  siza 
holding  of  the  44  Wall  Street  Fund, 
the  six  years  ending  1980,  the 
clocked  a  spectacular  57.4%  a  ye? 
versus  the  market's  17.5%.  Investcl 
threw  $200  million  at  the  fund  as 
shot  to  success  on  the  back  of  sm 
stocks  as  LIN,  Taco  Bell  and  Ame 
can  Quasar  Petroleum.  Then  portfol 
manager  David  Baker  evidently  1 
his  knack  for  picking  hot  stocks 
the  seven  years  ending  1987,  the 
turned  in  a  dismal  -23.2%   a  y 
against  the  market's  13.8%. 
Also  ranked  low  on  the  table  is 
Sherman,      Dean     Fui 
whose  largest  holding 
Benguet,     a     Philippin 
gold   and   copper  mini 
company.      The      fun 
holding,  bought  for  $ 
million  shortly  after 
fund's     1967    launch, 
now  worth  $1.2  millii 
Recently  Benguet's  stoi 
rose,  as  Philippine  politi 
calmed  down,  helping  tl 
fund  return  28%  this  ye* 
"It  [nondiversification 
a    double-edged    sword 
muses    fund    comanag 
David      Sherman, 
worked  to  our  benefit 
some  years,   and  again 
our    benefit    in    others 
Alas  for  the  fund's  shar 
holders,  mostly  against 
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Statistical  Spotlight 


he  1972  Nifty  Fifty  did  beat  the  market, 
ut  without  one  lucky  hit  the  group  would 
are  performed  rather  poorly. 


Paying  for  growth 


By  Evan  Sturza 
and  Steven  Ramos 


David  Dreman,  a  Forbes  col- 
umnist and  pension  money 
manager,  has  long  held  the 
ew  that  stocks  selling  at  relatively 
Iw  price/earnings  multiples  outper- 
irm  the  market.  His  studies  have 
i  own  that  a  low-P/E  strategy,  if 
aintained  for  a  sufficiently  long 
I  lie,  would  have  beaten  the  market 
Idrbes,  June  27). 

The  converse  of  this  hypothesis,  of 
urse,  is  that  stocks  selling  at  unusu- 
[y  high  price/earnings  multiples  are 
d   investments — that    the    market 


overrates  the  growth  potential  of  its 
favorite  stocks.  Is  the  converse  true? 
Not  necessarily.  A  review  of  the  fa- 
vorites of  an  earlier  era  indicates  that 
there  is  at  least  some  method  in  the 
market's  madness  for  certain  stocks. 

Let's  go  back  to  the  end  of  1972, 
when  the  market  was  at  a  peak  and 
institutional  attention  focused  on  a 
handful  of  high-growth,  high-return 
stocks,  the  so-called  Nifty  Fifty. 
Among  these  favorites  were  Walt  Dis- 
ney, selling  for  76  times  earnings,  and 
Polaroid,  at  90  times  earnings. 

Had  you  taken  a  million  dollars  in 
1972  and  invested  $20,000  in  each  of 
these  50  stocks,  you  would  now  have 


Not  all  are  so  nifty 

Most  of  the  stocks  on  Nifty  Fifty  lists  from  1972  and  1986  fared  poorly.  One 
)ig  winner,  Wal-Mart,  enabled  the  1972  list  to  outperform  the  S&P  500,  but 
he  1986  list  is  still  behind  the  market  average. 

% 

Zompanv                                                  change 

Company 

% 
change 

1972  best 

1986  best 

*al-Mart  Stores                                    5,789.9% 

Harcourt  Brace  Jovanovich2 

74.5% 

Warion  Laboratories                                 539.1 

Waste  Management 

53.8 

Digital  Equipment    -                               506.5 

Merck  &  Co 

52.8 

ilectronic  Data  Systems'                        421  2 

Wal-Mart  Stores 

37.3 

Harriott                                                  353.3 

Sigma-Aldrich 

35.1 

1972  worst 

1986  worst 

»implicity  Pattern1                                  -82.7% 

Shared  Medical  Systems 

^t8.4% 

\von  Products                                          -82.4 

Pic  'n'  Save 

-40.5 

Emery  Air  Freight                                    -81.6 

Ames  Department  Stores 

-39.0 

<erox                                                         -63.6 

Analog  Devices 

-31.5 

Ponderosa1                                              -54.5 

Limited 

-30.6 

Acquired,  proceeds  reinvested  in  S&P  500.     ^Includes  cash  and  preferred  payout 

a  $3.2  million  portfolio,  excluding 
dividends.  (For  stocks  tendered  in 
takeovers  we  assumed  proceeds  were 
reinvested  in  the  S&P  500.)  This 
works  out  to  an  annualized  return  of 
7.7%,  considerably  better  than  the 
S&P's  average  annual  gain  of  only 
5.4%  without  dividends.  Inclusion  of 
dividends  would  probably  have  nar- 
rowed the  difference  but  it  appears 
that  the  institutions  were  vindicated 
in  their  favoritism.  Polaroid,  as  it 
turned  out,  performed  miserably,  and 
Disney  was  only  about  average,  but 
one  growth  stock  carried  the  day: 
Wal-Mart  Stores  climbed  59-fold. 

We  last  looked  at  the  Nifty  Fifty 
concept  two  years  ago  (Forbes,  Sept. 
22.  1986).  In  that  article,  which  was 
skeptical  of  high-multiple  stocks,  we 
published  a  list  of  current  favorites. 
Our  criteria  for  these  stocks  included 
P/Es  between  20  and  50;  return  on 
equity  of  at  least  12%;  average  annual 
earnings  growth  at  least  9%  over  the 
past  five  years;  30%  or  more  institu- 
tional ownership;  and  debt  less  than 
1.5  times  equity. 

The  1986  list  has  fallen  behind  the 
market,  but  not  far  behind.  It  shows 
an  average  annual  return  of  minus 
1.5%,  against  the  market's  annual 
gain  of  3.5%.  These  growth  stocks 
were  hammered  in  the  1987  crash, 
and  3 1  of  the  50  are  trading  lower  now 
than  in  1986. 

So  are  growth  stocks  a  buy  now? 
Kidder,  Peabody,  which  has  been 
tracking  high-P/E  stocks  in  its  "Top 
Fifty"  list  since  December  1972, 
thinks  so.  At  the  time  the  list  first 
appeared,  the  median  P/E  on  it  was 
55,  or  3.1  times  the  market's  median 
P/E  of  18.  The  market  has  sunk  to  a 
recent  P/E  of  12.5.  But  the  Kidder  list 
has  gotten  cheaper  still.  Its  median 
P/E  is  only  18,  or  1.4  times  the  mar- 
ket's, according  to  Evelyn  Feit,  vice 
president  of  Kidder,  Peabody. 

By  that  test,  growth  can  be  bought 
fairly  cheaply  today.  But  two  cautions 
are  in  order.  One  is  that  growth  stocks 
are  more  volatile  than  others.  In  the 
1973-74  crash,  for  instance,  Polaroid 
and  Avon  declined  by  over  85%.  The 
1987  crash  cut  several  of  our  1986 
Nifty  Fifty  stocks  in  half. 

The  other  caution  is  that  it  takes  a 
pretty  large  or  lucky  portfolio  to  cap- 
ture the  handful  of  real  winners  that 
make  a  growth  portfolio  pay  off.  Mi- 
nus Wal-Mart,  the  1972  list  would 
have  underperformed  the  market, 
with  an  average  annual  gain  of  only 
4.7%.  Twelve  stocks  on  the  1972  list 
are  still  below  their  December  1972 
prices,  a  terrible  showing  over  a  peri- 
od in  which  the  Consumer  Price  In- 
dex nearly  tripled.  ■ 
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harges  or  optioniidabs  are  inteiiigentiypnced  from  $16,95 


For  about  the  price  of  an  average 
European  car  these  days,  your  money 
will  buy  a  vehicle  which  will  do  its  job 
with  competence,  if  not  conviction. 

Yet,  for  around  the  same  amount, 
you  can  drive  a  car  that's  well  above 
average     Manypticeg 

a  Saab  is  an  intelligent  car. 
At  $17000;  its  genius. 

As  a  case  in  point,  the  Saab  900,  at 
about  $17,000,  is  powered  by  the  same 
16-valve,  fuel-injected  engine  that's 
found  in  the  Saab  900  Turbo,  less  the 
turbo.  It  is  stopped  by  four-wheel  disc 
brakes  and  guided  by  power-assisted, 
rack-and-pinion  steering. 

The  least  expensive  Saab  you  can 
buy  comes  with  air  conditioning,  heated, 
reclining  front  seats  and  a  removable 
Clarion  sound  system  with  electric 
antenna.  All  of  which  help  make  the 
900  a  very  enjoyable  place  in  which  to 
have  above-average  driving  fun. 

And,  while  you're  having  fun  in  a 
Saab  900,  it's  gratifying  to  know  it  features 
the  kind  of  practicality  that's  standard  in 
every  Saab;  room  for  full-grown  adults  and 
their  cargo,  safe,  roll-cage  construction, 
outstanding  ergonomics  and  the  all- 
weather  security  of  front-wheel  drive. 

A  visit  to  your  Saab  dealer  and  a 
test  drive  will  convince  you  that  you 
don't  need  above-average  resources  to 
drive  a  car  that  has  everything  you  want. 

Above-average  intelligence  will 
do  nicely 


The  most  intelligent  cars  ever  built. 


FINANCIAL   NEWS  FROM   B.A.T  INDUSTRIES 


SIX    MONTHS    RESULTS 

£1  =  $1.71  at  30.6.88 (SI. 88 at  31.12.87) 


6  months  to  June  1988 


6  months  to  June  1987 


Oi 


PRETAX   PROFIT 

£711m 

£642m 

+  1] 

EARNINGS   PER   SHARE 

28.02p 

26.09p 

+   7 

DIVIDEND   PER    SHARE 

7.60p 

6.50p 

-1-17 

Interim  dividend  of  7.60  pence,  up  17  per  cent  •  Further  good  progress  in  second  quarter  •  Half  year  turnover 
constant  exchange  rates  rose  7  per  cent  •  Financial  services  —  substantial  progress  with  a  profit  of  £217  millk 
an  increase  on  1987  even  though  smoothed  investment  gains  were  £49  million  lower.  Eagle  Star's  und 
writing  performance  much  improved,  and  record  first  half  for  Allied  Dunbar  •  Tobacco  profits  up  25  per  cent 
BATCo  and  Brown  &  Williamson  did  well  in  domestic  markets,  with  buoyant  export  sales  •  Paper  and  pulp  profit 
7  per  cent  —  progress  by  Wiggins  Teape  and  associated  companies  outweighed  reduced  profit  from  Appleton 
Argos  and  Horten  had  good  first  half  but  US  retailing  results  suffered  from  reduced  margins. 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Municipal  bond  insurance  is  priced 
cheaply  these  days,  and  when  it's  cheap 
you  should  buy  it. 

INSURING  SUCCESS 


By  Ben  Weberman 


When  the  business  of  insuring  mu- 
nicipal bonds  against  default  got  un- 
der way  a  decade  and  a  half  ago, 
critics  joked  that  what  was  guaran- 
teed was  the  insurer's  right  to  make 
a  lot  of  profit.  Municipal  bond  de- 
faults were  rare  and  insurance  pre- 
miums were  high.  The  insurers  in- 
deed pocketed  a  lot  of  profit. 

Competition  has  changed  all  that. 
Today,  the  cost  of  insurance — paid 
by  the  investor  in  the  form  of  a 
reduced  yield  on  the  bond — has 
dropped  sharply.  For  those  buying 
munis  directly,  the  yield  difference 
between  an  insured  and  a  similar 
uninsured  issue  is  narrow  enough  to 
make  insurance  a  good  buy. 

At  the  start  of  this  decade  there 
was  little  incentive  for  an  investor 
to  buy  an  insured  state  or  local  gov- 
ernment bond  issue.  An  investor 
would  have  had  to  give  up  35  to  50 
basis  points  (0.35%  to  0.5% )  of  yield 
to  buy  an  insured  (and  therefore 
AAA-rated)  20-year  bond  instead  of 
a  comparable  BBB. 

Today  spreads  are  so  narrow  that  it 
hardly  pays  to  buy  anything  but  an 
insured  bond.  BBB-rated  bonds  yield 
only  15  to  20  basis  points  more  than 
their  insured  twins.  For  bonds  that 
would  otherwise  be   A-rated,    the 

Ben  Webemxan  is  a  contributing  editor  of 
Forbes  magazine. 


yield  sacrifice  for  insurance  narrows 
to  5  to  10  basis  points. 

Investors,  for  example,  can  buy  a 
7%%  North  Central  Texas  Health 
Facilities  issue,  Children's  Medical 
Center  of  Dallas,  due  in  2018  to 
yield  7.96%  with  insurance  provid- 
ed by  Bond  Investors  Guaranty  In- 
surance Co.  An  uninsured  A-quality 
North  Carolina  Eastern  Municipal 
Power  Agency  7'/4%  of  2021  is 
priced  to  yield  8.05%  to  maturity. 
An  uninsured  Texas  offering,  of 
course,  might  be  considered  very 
low  in  quality  these  days — but  with 
the  insurance  backing,  the  hospital 
bond  is  more  solid  than  the  North 
Carolina  electric  bond. 

The  current  5-to-10-basis-point 
difference  between  AAA  insured 
and  A-quality  uninsured  issues 
compares  with  a  differential  at  oth- 
er times  of  as  much  as  25  to  30  basis 
points,  says  Paul  Finn,  senior  vice 
president  of  Ambac  (American  Mu- 
nicipal Bond  Assurance  Corp.). 

Direct  comparisons  are  not  easy 
to  find.  But  as  this  is  written,  a 
noninsured  issue  of  the  Jackson- 
ville, Fla.  Electric  Authority,  the 
7%s  of  2006,  is  priced  to  yield  7.6% . 
The  same  government-sponsored 
utility  has  outstanding  some  in- 
sured 7 'As  due  2009  that  are  trading 
to  yield  7.45%.  In  other  words,  an 
investor  gives  up  only  15  basis 
points  of  yield  to  get  the  backing 
from  an  underwriter,  in  this  case 
Financial  Guaranty  Insurance  Co. 
For  an  additional  return  of  50  basis 
points,  take  the  chance  with  the 
uninsured  security.  For  15  basis 
points  it's  not  worth  the  risk. 

How  solid  is  Financial  Guaranty? 
It  has  $418  million  of  capital  (equi- 
ty, subordinated  debt  and  contin- 
gency reserves)  against  $39.5  billion 


of  outstanding  bonds  for  which  it  is 
potentially  on  the  hook.  But  history 
suggests  that  only  a  small  fraction 
of  those  bonds,  probably  far  less 
than  1%,  will  go  into  default.  FGIC 
is  85%  owned  by  a  group  consisting 
of  General  Electric,  General  Re, 
Lumbermens  Mutual,  Shearson  and 
J. P.  Morgan.  About  15%  of  the 
shares  are  in  the  hands  of  the  public. 

The  oldest  insurer  is  Ambac, 
started  in  1971  and  now  over  90% 
owned  by  Citicorp.  To  overcome 
some  quality  criticism  from  rating 
agencies,  Citicorp  injected  $200 
million  of  capital  last  year. 

Ownership  of  Municipal  Bond  In- 
vestors Assurance  Corp.,  started  in 
1974,  is  spread  among  four  proper- 
ty/casualty companies  and  the  pub- 
lic. While  perhaps  the  best  regarded, 
it  has  the  greatest  exposure  to  risk 
as  measured  against  its  capital. 
Newer  companies  include  BIG 
(backed  by  American  International 
Group,  Bankers  Trust,  Geico,  Salo- 
mon and  Xerox)  and  Capital  Guar- 
anty Insurance  Co.  (owned  by 
Fleet/Norstar,  Constellation  Invest- 
ments, USF&G,  Safeco  and  Siebag 
Finance). 

The  market,  however,  does  not 
seem  to  discriminate  among  insur- 
ers. This  is  demonstrated  by  the 
yield  scale  for  an  issue  of  New  York 
City  general  obligations  recently 
brought  to  market.  Several  insurers 
backed  various  maturities  among 
the  bonds  maturing  serially.  The 
scale  of  yields  from  the  closest  ma- 
turities to  the  longest  has  a  smooth 
slope.  There  are  no  leaps  or  blips  to 
reflect  differing  market  perceptions 
of  various  insurers. 

Nor  does  the  market  discriminate 
very  much  among  insured  bonds  of 
different  borrowers.  Current-cou- 
pon insured  bonds  due,  say,  in  2008, 
yield  about  7.35%,  with  most  of  the 
differences  due  to  local  tax  consid- 
erations. A  New  York-based  bor- 
rower will  offer  a  lower  yield  than  a 
Florida  borrower  because  tax  ex- 
emption is  more  valuable  in  a  tax- 
guzzlmg  state  like  New  York. 

Before  1980  less  than  3%  of  mu- 
nicipal offerings  were  insured.  This 
year  a  fourth  of  them  will  be. 

Municipal  bond  insurance  does 
more  than  bring  peace  of  mind  to 
the  investor  who  intends  to  buy  and 
hold  to  maturity.  It  also  provides 
liquidity  to  the  investor  who  needs 
to  sell  early.  Unless  the  issuer  is 
well  known,  an  uninsured  tax-ex- 
empt can  often  be  unloaded  only  at 
a  sacrifice  price.  ■ 
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By  David  Dreman 


fit  stay  with  the  much  lower  volatility,  far 
higher  appreciation  and  faster  growth  of 
large-capitalization  stocks. 

SMALL  ISN'T 
BEAUTIFUL 


11.8  on  the  Amexand  12.2  over-the- 
counter.  By  this  major  value  yard- 
stick, large  caps  are  marginally  less 
expensive  than  small  caps,  despite 
their  normally  much  stronger  mar- 
ket share  and  financial  staying  pow- 
er. In  fact,  the  sharp  drop  in  small- 
cap  prices  in  recent  years  has  only 
brought  their  P/Es  down  to  some- 
what more  normal  levels. 

Are  there  other  important  divi- 
dend or  earnings  growth  factors 
that  make  small  caps  gems?  If  so, 
they  are  difficult  to  find.  Starting 
with  dividends,  the  median  yield 
today  on  NYSE  stocks  is  3.5%, 
compared  with  3.1%  on  the  Amex 
and  2.9%  o-t-c.  The  big-cap  stocks 
yield  more  now  and  yielded  signifi- 
cantly more  in  the  past  than  did  the 
small  caps.  Do  small  caps  then  de- 
Berve  premium  prices  because  of  ex- 
plosive earnings^'  Again  the  statis- 
tics say  nay.  According  to  Financial 
Weekly,  median  earnings  growth  on 
the  NYSE  in  the  latest  12  months 
was  11.9%,  sharply  above  the  2% 
tor  the  Amex  and  7.2%  for  o-t-c. 

Finally,  looking  at  some  critical 
financial  statistics,  large  caps  again 
come  up  winners.  Return  on  equity 
on  Big  Board  issues  was  13.4%,  ver- 
sus 10.8%  on  the  Amex  and  11.7% 
O-t-c.  Aftertax  profit  margins  on  the 
NYSE  were  S.9%,  versus  4.5%  on 
the  Amex  and  6.2%  o-t-c.  Small  is 
wonderful,  as  Joseph  Huxley  wrote 
about  another  hypothesis,  may  be  a 
"beautiful  theory  killed  by  nasty, 
ugly  little  tacts." 

As  an  investor,  you  might  ask 
how  well  small  caps  have  done  over 
time  A  number  of  academic  studies 
purport  to  demonstrate  that  they 
have  shown  superior  results,  but  as  I 
have  written  in  detail  in  previous 
columns  (Forbes,  Sept  28,  1981,  and 


Big-cap  stocks  have  had  their  day, 
we  keep  hearing.  While  they  won't 
go  the  way  of  the  brontosaurus,  the 
place  to  be  now  is  in  small  compa- 
nies, which  as  a  group  have  lagged 
badly  for  the  last  few  years. 

More  and  more  consultants  and 
money  managers  are  making  this 
case  and  backing  it  up  with  big 
bucks,  believing  small  caps  are  dirt 
cheap.  When  interest  rekindles 
they  argue,  their  performance  will 
be  sensational.  Should  you  then 
make  a  big  portfolio  bet  on  these 
stocks? 

1  wouldn't,  for  the  following  rea- 
sons. No  question  small  cap  stocks 
have  been  battered  in  recent  yens 
but  this  still  doesn't  make  them 
outstanding  values  today.  Financial 
\\  eekfy  r.inks  stocks  by  P/E  ratios  for 
companies  on  the  New  York  Stock 
Exchange,  the  Amex  and  over-the- 
counter  [o-t-c).  Using  the  NYSE 
composite  as  a  proxy  for  large 
sticks  and  the  Amex  and  o-t-c  lor 
smaller  ones,  some  very  interesting 
statistics  come  out. 

First,  looking  at  prue  earnings  ra- 
tios, the  median  on  the  NYSE  is 
1  1.9  times  earnings,  compared  with 

..'  Dreman  b  managing  director  of 
Value  Management  Int.  .  Invest 
rtseX    \i-u    York,  and  author  of 
in  Investmeni  Strategy 


Oct.  19,  1987),  and  in  my  book 
New  Contrarian  Investment  Strategy] 
these  studies  have  major  flaws  thati 
significantly  overstate  small-cap  re\ 
turns.  Seven  years  after  my  first  col-| 
umn  was  published,  the  criticisms 
haven't  been  answered,  while  the 
theory  continues  to  flourish. 

The  best  index  to  measure  smalll 
caps  is  the  Value  Line  Composite] 
which  weights  equally  the  perfor-I 
mance   of    1,700   widely   followed! 
companies,  giving  it  a  strong  small- 
cap    bias.    Value    Line   provides    a| 
chart,  dating  back  to  the  beginning 
of  1969,  comparing  the  performance 
of  its  index  with  that  of  the  Do\ 
Jones  industrial  average.  Over  near-| 
ly  20  years,  the  Value  Line  Average 
appreciated  39%,    compared   wit! 
133%  for  the  Dow.  That's  right,  thel 
30  brontosauruses  in  the  Dow  out-[ 
performed  the  small  caps  by  3.4| 
times.  If  reinvested  dividends  were) 
added,  the  Dow  would  have  outper- 
formed the  small  caps  5  to  6  times.l 

So  why  do  so  many  investors  fa-| 
vor  these  stocks?  Studying  the  Val- 
ue Line  chart  also  provides  the  an- 
swer. Between  1969  and  1974  smalll 
caps  were  devastated  as  the  Valuel 
Line  Index  dropped  from  160  to  44,1 
or  72.5%,  a  drop  second  only  to  thel 
great  bear  market  decline  of  thel 
Thirties.  The  Dow  by  comparison! 
fell  35%  in  the  same  period.  Thel 
tremendous  recovery  in  the  Valuel 
Line  Index  from  44  to  160,  or  260%, I 
by  1981  resulted  only  in  the  index'| 
reaching  its  1969  level  again. 

But  many  small-cap  advocatesl 
measure  the  average  from  the  bot- 
tom in  1974,  forgetting  the  previous! 
high.  No  question  small  caps  werej 
badly  undervalued  in  1974  and  fori 
some  years  thereafter,  but  as  thel 
previous  statistics  make  clear,  thel 
bargains  are  long  gone.  Even  afterl 
the  poor  performance  of  the  past 
few  years,  they  are  still  fully  valued.  I 

No,  I'll  stay  with  the  much  lower! 
volatility,  far  higher  appreciation,! 
faster  growth  and  better  fundamen- 
tals of  large  caps.  If  you  agree,  here| 
are  some  you  might  consider  look- 
ing at  today: 

•  American  /Ionic  Products  (79),  a| 
leading  manufacturer  of  prescrip- 
tion   and   ethical   drugs;    P/E,    13;  | 
yield,  4.6%. 

•  Eastnutn  Kodak'  (44)  is  making  a 
major  turnaround  after  some  diffi- 
cult years;  P/E,  11;  yield,  4.5%. 

•  Honeywell  (61)  has  suffered  a 
number  of  nonrecurring  losses  that 
have  driven  the  stock  down  sharply; 
P/E,  11;  yield,  3.4%.  ■ 
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Five  percent  for  no  bad  news,  5%  for 
continued  good  news,  could  mean  a 
quick  10%  gain  for  stocks. 


HUNCHES 


By  Ann  C.  Brown 


Once  it  gets  over  the  October 
spooks,  the  stock  market  could  sur- 
prise everyone  with  a  quick  200- 
point-plus  pop  before  year-end. 

There  is  enough  money  on  the 
sidelines  to  buy  a  couple  of  small 
countries,  and  a  big,  big  bagful  is 
earmarked  for  equities.  Fund  man- 
agers should  begin  to  anticipate  the 
next  yearly  event — the  January  ral- 
ly— and  start  buying  ahead,  if  only 
for  a  fast  trade. 

One  reason  the  market  could  go 
up  is  simply  that  it  lias  refused  to  go 
down  over  the  past  tew  months.  In- 
vestors have  shrugged  off  natural 
and  man-made  disasters  alike — in- 
cluding the  errors  of  commission 
and  omission  by  the  presidential 
candidates  I  here  is  a  reeling  in  the 
land  that,  no  matter  who  wins  in 
November,  nothing  will  change 
very  much  The  difference  between 
the  contenders,  apart  horn  a  lew 
emotional  social  issues,  is  more  one 
oi  style  than  ot  anything  substan- 
tive that  could  radically  alter  the 
direction  ot  the  economy  or  attest 
personal  purses  and  prospects. 

Meanwhile,  the  news  from  the 

business     sector     is     encouraging. 

While  w  ii  from  having  won 

balance-of-trade  war.  the  effects 

ownt  chief  executiiv  officer  of  tbe 
1 1  insulting 


of  the  lower  dollar  are  continuing  to 
be  felt  in  increased  U.S.  exports. 
The  decline  in  the  price  of  oil 
should  reduce  the  import  bill  in  the 
months  to  come  and  allow  the  cur- 
rency to  remain  relatively  stable 
near  term.  (Next  year,  though,  we 
could  see  a  further  reduction  in  the 
value  of  the  greenback.) 

Lower  oil  costs  have  also  helped 
moderate  the  outlook  for  rising  in- 
flation, both  in  the  U.S.  and  other 
major  petroleum-importing  coun- 
tries. This  has  worked  to  keep  inter- 
est rates  from  climbing,  which  oth- 
erwise might  have  been  the  case  if 
per-barrel  prices  had  stayed  in  the 
$18  to  $20  range.  The  sharp  drop  in 
the  price  ot  gold  over  the  past  sever- 
al weeks  has  reflected  the  weakness 
in  the  oil  market.  Investors  who  fled 
to  the  precious  metal  earlier  this 
year  as  an  inflation  hedge  arc  adjust- 
ing their  thinking — and  readjusting 
their  portfolios  accordingly. 

Inflationary  expectations  have 
also  been  dampened  by  early  indica- 
tions that  the  unemployment  rate 
may  have  seen  its  low.  The  pressure 
tor  wage  increases  may  lessen  as  the 
relative  number  of  persons  em- 
ployed starts  to  fall.  Furthermore, 
consumers  are  showing  signs  of  cut- 
ting back  then  expenditures,  which 
should  help  defuse  the  demand-pull 
side  ot  the  equation  However,  nei- 
ther of  these  deflationary  factors 
looks  to  he  strong  enough  to  suggest 
that  the  U.S.  is  in  for  a  roaring  reces- 
sion anytime  soon. 

Third-quarter  profits  for  most 
companies  should  continue  to  show 
the  strength  exhibited  in  the  first 
half  ot  1988,  although  the  compari- 
sons with  a  year  ago  may  not  be  as 
striking  because  last  year's  third 
quarter  was  the  first  time  corporate 


earnings  benefited  from  the  Tax  Re 
form  Act.  In  addition,  the  positiv< 
effects  of  restructuring  by  man- 
companies  and  the  synergistic  re 
suits  of  all  the  mergers,  buyouts  am 
acquisitions  of  1986-87  could  con 
tinue  to  feed  into  corporate  botton 
lines.  Also,  stock  buyback  program 
should  contribute  to  increased  earn 
ings  per  share  even  if  revenues  re 
main  the  same  or  decline  slightly. 

All  things  considered,  I'd  give  5°/< 
for  the  absence  of  bad  news  and  5°/ 
for  the  continuation  of  good  news 
for  a  possible  10%  gain  in  the  prici 
of  most  stocks  between  now  anc 
year-end.  Companies  that  intriguiB 
me  most  now  have  strong,  brand|| 
name  franchises  and/or  skilled  mar 
keting  organizations  able  to  pro] 
mote  their  products  in  an  increas 
ingly  competitive  world. 

Gerber  Products  (49)  appears  to  b 
growing  up  step-by-step  with  its  tra 
ditional  toddlers.  GEB  has  diversi 
fied  into  a  variety  of  businesses  tha 
take  the  newborn  from  high  chair  ti 
day  care  to  children's  shoes,  toy: 
and  clothes.  This  corporate  expan 
sion,  together  with  the  current  bah 
boomlet  now  under  way,  coul 
boost  the  company's  earnings  pe 
share  from  $2.66  last  year  to  $3.5i 
this  year  to  $4.00  for  the  fiscal  yea: 
1989  (ending  March  1990).  Look  foi 
the  stock  to  sell  above  last  year': 
high  of  63  a  year  from  now. 

For  some  time  Clorox  (31)  ha 
been  interesting  primarily  as  a  take 
over  candidate.  Management  go 
the  message  and  is  moving  into  ne 
product  lines  and  new  basic  produc 
spinoffs,  the  latest  of  which,  Cloro 
Super  Detergent,  is  an  effort  to  capi 
talize  on  the  company's  famou 
bleach  name.  My  guess  is  that  th 
product  may  garner  a  meaningfu 
share  of  the  market  and  that  CL 
could  earn  $2.65  to  $2.75  per  shar 
for  the  fiscal  year  ending  next  June 
Stock  price  objective:  close  to  40  pe 
share  by  1990. 

Eastman  Kochik  (45)  has  marketin 
savvy  that  could  help  make  a  faste 
success  of  its  recent  Sterling  Dm, 
acquisition  than  many  anticipate 
EK  is  a  company  in  transition,  an 
it's  a  good  bet  the  new  managemen 
hotshots  can  profitably  bring  off  th 
moves  to  diversify.  Earnings  esti 
mates  have  been  going  up,  wit 
$4.50  per  share  now  predicted  fo: 
1988  and  around  $4.95  per  share  fo 
1989.  Eastman  Kodak  is  selling  onl 
slightly  above  its  postcrash  low  o: 
40  per  share  and  35%  below  its  pre 
crash  high  of  71.  ■ 
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Other  things  being  equal,  mutual  compa- 
nies offer  the  best  value  in  whole  life 
policies.  Here,  a  look  at  some  of  those 
"othei'  things. " 

MUTUAL  INTERESTS 


By  Ashby  Bladen 


Trouble  in  the  life  insurance  indus- 
try has  got  to  be  the  most  underre 
ported  financial  story  of  the  year.  A 
good  many  life  insurance  compa- 
nies have  the  same  kinds  of  troubles 
that  afflict  the  thrifts  and  the  banks, 
but  not  many  people  outside  the 
industry  know  about  them.  Nor  is 
there  any  easy  way  for  most  policy- 
holders or  buyers  to  find  them  out. 
Most  companies'  annual  reports  to 
policyholders  make  Calvin  Coo- 
lidge  look  downright  loquacious. 

The  10-ks  of  the  life  insurance 
business  are  the  Capital  State- 
ments. They  aren't  as  thick  as  a 
Manhattan  telephone  directory  but 
they  are  much  taller  and  wider-  -too 
expensive  to  distribute.  They  are  on 
file  at  your  state  insurance  depart- 
ment, but  you'd  have  to  be  an  expert 
to  make  head  or  tail  of  them 

There  arc,  nevertheless,  some 
sound,  responsibly  managed  and 
low-cost  companies.  The  one  I 
know  best,  and  can  recommend  the 
most  confidently,  is  the  Guardian 
Life  Insurance  Co.  of  America.  I  can 
recommend  it  confidently  because  I 
was  its  chief  investment  officer  for 
ten  years.  But  I  am  no  longer  con- 
nected with  it,  and  my  recommen- 
dation    is     entirely     disinterested. 

is  it  firutm  ial  consultant  and 
With  the  Develop- 


Two  more  that  to  the  best  of  my 
knowledge  are  excellent  companies 
are  Massachusetts  Mutual  and 
Northwestern  Mutual. 

Here  are  some  screens  you  can 
use  to  identify  other  companies  that 
are  likely  to  do  a  good  job  for  you. 

First,  consider  buying  whole  life 
insurance  only  from  a  mutual  com- 
pany that  writes  participating  poli- 
cies. "Mutual"  means  that  the  legal 
owners  of  the  business  are  the  poli- 
cyholders themselves — they  partic- 
ipate in  the  profits  through  policy- 
holders' dividends.  A  mutual  life  in- 
surance company  will  often  charge 
a  higher  premium  than  a  stock  com- 
pany because  that's  the  safer,  more 
conservative  thing  to  do.  But  each 
year  its  actuaries  guesstimate  how 
much  more  it  collected  than  it  actu- 
ally needed,  and  it  refunds  most  of 
the  excess  as  a  dividend.  That  divi- 
dend is  not  taxable  income;  it's 
treated  as  a  return  of  capital.  Other 
things  being  equal,  the  net  cost  of 
insurance  with  a  mutual  company 
will  be  lower  than  that  with  a  stock 
company  by  the  amount  of  profit  for 
the  stockholders. 

The  fact  that  a  mutual  company 
is  legally  owned  by  the  policyhold- 
ers, of  course,  doesn't  guarantee 
that  it  is  run  with  their  best  interest 
in  mind.  Policyholder  indifference 
when  directors  arc  being  elected  all 
too  often  results  in  top  managers  of 
a  mutual  life  insurance  company 
being  accountable  only  to  them- 
selves. And  several  mutual  compa- 
ny managements  eager  to  expand 
their  empires  sold  products  such  as 
guaranteed  interest  contracts, 
which  build  up  total  assets  and  li- 
abilities but  do  nothing  for  the  poli- 
cyholders. The  G1C  business  is  so 
competitive    that    the    companies 


selling  them  pay  out  to  the  contra 
holders  essentially  all  the  earning 
they  make  on  the  assets,  leaving  th 
policyholders  with  nothing  but  th 
risks.  Those  risks  can  be  substan 
tial,  as  Forbes'  recent  article  on  Eq 
uitable  pointed  out  (Sept.  19).  Th| 
only  people  who  do  well  in  GICs  ar 
the  salesmen  who  place  them. 

So,    if  a   mutual   life   insuran 
company  has  been  doing  a  subst 
tial  business  in  GICs,  or  other  ne 
products  that  do  not  generate  ea 
ings  for  the  policyholders,  it's  a  si] 
that  the  company  is  most  probabl 
not  being  run  in  its  policyholde: 
best  interests. 

But  unless  you  are  a  life  insurane 
expert,  you  are  not  likely  to  get  tha 
far  analyzing  a  company's  busines 
or  balance  sheet  on  your  own.  So, 
second  screen  can  serve  as  a  substi 
tute — the  Moody's  ratings  of  life  i: 
surance  companies  that  rank  com 
panies  by  their  claims-paying  abili 
ty.     Well-managed    and    low-cos 
insurers  are  rated  AAA.  Ten  comp 
nies,  including  the  three  mentione 
above,  are  so  rated.  I  see  no  reaso: 
to  look  further. 

A  third  screen  is  whether  to] 
management  is  stable,  and  whethe 
the  company  has  found  it  necess 
to  let  large  numbers  of  people  go.  /; 
well-run  mutual  company  shouL 
never  need  to  fire  anybody  excep-i 
for  cause,  or  to  push  anyone  inti 
early  retirement.  A  simple  test  yoi 
can  run  on  the  annual  report  wouli 
be  to  check  how  long  the  top  man 
agers  have  been  there.  If  half  thi 
senior  officers  have  left  during  thi 
last  year  or  so,  something  is  almos 
certainly  wrong. 

If  you  work  for  an  educationa 
institution,  you  should  be  aware  o 
one  exception  that  I  would  makt 
to  the  mutual-company-only 
screen.  The  Teacher's  Insurance  6 
Annuity  Co.  is  technically  a  stocl 
company,  but  it  writes  only  partic 
lpating  business — policyholder; 
benefit  from  any  excess  premiurr 
income.  I  have  a  TIAA  annuity 
and  over  the  years  the  earnings  or 
it  have  been  excellent. 

If  you  are  buying  a  new  whole  lifi 
policy,  you  should  stick  to  compa 
nies  that  pass  all  three  screens.  But 
if  you  already  own  a  whole  life  in 
surance  policy  and  now  regret  it 
think  twice  before  switching  to  an 
other  company.  It's  expensive 
Don't  do  it  unless  you  have  good 
reason.  The  1988  reports  on  some 
companies,  when  they  appear  next 
spring,  will  provide  good  reason 
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FORBES  Magazine  has  the  honor  of  announcing: 

A 

Tribute  to 

the  Legacy  of 

U.S.  Ambassador 

to  Japan 

TMike  "'Mansfield 


The  11th  Special  Forbes  Survey 
On  Japan-U.S.  Relations 

To  Appear  in  the  January  9,  1989  Issue 

A  Special  Advertising  Supplement 
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^41@7|tl^|f-7-i7-'V"W^-h 

AD  CLOSING: 

Reservation:  Nov.  14,  1988 
Material:       Nov.  21,  1988 


FOR  ADDITIONAL 
INFORMATION: 

U.S.A.:  Mr.  James  LaCirignola 

Director  of  International 
Advertising 

(212)  620-2380 
Japan:  Mr.  Toyosuke  Gamo 

Manager 

(03)  595-3698 


Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


The  good  news  is  the  consensus  of  suc- 
cessful gold  timers  is  bullish.  The  bad 
news  is  there's  only  one  of  him — and  he's 
under  heavy  pressure. 

GOLD  BULL  AT  BAY 


By  Mark  Hulbert 


Never  fight  the  tape,  they  say,  but 
what  should  you  do  when  the  tape- 
is  fighting  itself?  Currently  the 
stoek  market  seems  to  be  worrying 
that  the  economy's  strength  might 
mean  inflation,  but  the  gold  market 
appears  increasingly  alarmed  about 
economic  weakness  and  possible 
deflation.  Both  markets  had  been 
stalling  while  they  sorted  it  out.  But 
recently  gold  has  begun  to  fall, 
breaking  many  technicians'  support 
levels  and  leading  to  predictions  of  a 
major  new  bear  market. 

According  to  the  best-performing 
gold-market  timer,  however,  the 
current  gold  market  is  wrong — its 
recent  action  is  a  bear  trap.  Ben  Gar- 
Side,  editor  of  the  Santa  Ana,  Caht 
based  Garside  Forecast,  is  predicting 
inflation's  return  and  a  correspond- 
ing increase  in  the  price  of  gold. 

Virtually  all  of  his  fellow  invest 
ment  letter  editors  disagree  But 
none  ol  them  has  as  good  a  long- 
term  record  in  calling  turns  in  gold  S 
price  In  tact,  among  those  gold- 
market  timers  my  Hulbert  Financial 
Digest  has  tracked  since  L985,  only 
Garside  has  been  able  to  bettet  .1 
simple  buy  and-hold  Strategy 

I   Hulbert  is  editor  <>///><■  Alexandria 
■'  Hulben  Financial  Digest  artdau 
i  Inandal  Digest 
'm  Mtnema  Booki 


After  nearly  a  decade  of  rigorous- 
ly monitoring  investment  newslet- 
ter performance,  I  have  learned  to 
pay  attention  when  there  is  a  stark 
divergence  between  the  best  long- 
term  performers  and  the  consensus 
of  all  advisers.  Earlier  this  summer, 
for  example,  I  noted  in  this  space 
that  in  contrast  to  the  bullishness  of 
the  average  bond-market  timer,  the 
best  performers  were  uniformly 
bearish.  As  they  expected,  bonds 
fell.  At  their  mid-August  lows, 
bonds  were  5%  below  the  levels  pre- 
vailing when  the  best  performers 
turned  bearish.  (Since  early  Septem- 
ber, by  the  way,  the  best  performers 
have  become  more  bullish  than  the 
consensus.)  Similarly,  after  October 
L987's  crash  the  best-performing 
stock-market  timing  newsletters 
turned  significantly — and  correct- 
ly— more  bullish  than  the  average 
investment  advise  1 

The  current  bullish  divergence 
between  the  best  gold-market  timer 
and  the  average  of  all  of  them  first 
emerged  earlier  this  year  (see  my 
Forhes  column,  U<<\  iO)  Garside 
turned  bullish  in  February,  at  a  mo- 
ment when  many  gold-market  tim- 
ers were  growing  unprecedented^ 
bearish,  including  such  well-known 
and  long-standing  gold  bulls  as 
Howard  Ruff.  Gold  was  then  about 
$440  per  ounce  It  did  get  as  high  as 
$465  in  June,  but  more  recently  it 
lias  [alien  right  back  to  below  $400. 
So  Garside's  great  expectations 
have  not  quite  been  fulfilled. 

But  Garside  has  not  given  up 
yet  at  least  by  press  time.  The 
contrast  between  his  bullishness 
and  the  beanshness  ot  his  fellow 
advisers  remains  almost  as  stark 
today  as  it  was  earlier.  Apart  from 
Garside,  only  two  other  gold  tim- 


ers among  the  20  my  HFD  moni 
tors  currently  are  bullish  on  gol< 
(Jim  Dines  of  The  Dines  Letter,  wh< 
has  reversed  his  earlier  bearish 
ness,  citing  inflation  and  chart  pat 
terns,  and  Norman  Fosback  an( 
Glen  Parker  of  Market  Logic,  wh< 
use  a  mechanical  model  based  01 
reported  year-over-year  inflation] 
All  the  rest  are  advising  that  thei 
subscribers  be  out  of  the  gold  mar 
ket  or  actually  short. 

How  does  Garside  justify  his  bull 
ishess?  He  gives  few  clues  in  hi: 
letter,  although  it  is  clear  that  he  i; 
more  a  technician  than  a  fundamen 
talist.  But  there  is  no  doubt  abou 
his  market-beating  performance 
An  investor  who  switched  into  anc 
out  of  gold  bullion  and  a  mone) 
market  fund  on  Garside's  signal" 
since  the  beginning  of  1985  woulc 
have  nearly  doubled  the  return  of  { 
buy-and-hold  strategy  (69%  to  39% 
through  the  end  of  August  1988 
And  it  wasn't  simply  one  lucky  cal 
that  led  to  his  margin  of  victory 
either.  I  calculate  that  his  market 
timing  advice  beat  a  buy  and  hold  lr 
each  of  the  calendar  years  1985 
1986  and  1987. 

Needless  to  say,  a  lot  more  is  rid 
ing  on  this  question  than  whethei 
Garside's  minority  of  one  turns  out 
to  be  right  about  gold.  Divergences 
between  the  gold  and  stock  markets 
sometimes  presage  major  shifts  iri 
the  investment  climate.  One  month 
before  last  year's  crash,  for  example, 
I  noted  in  my  column  dated  Sept.  21 
that  gold  was  showing  good  relative 
strength  compared  with  stocks  and 
that  investment  newsletters  were 
growing  more  bullish  on  gold.  Since 
gold  and  stocks  are  not  supposed  to 
act  well  in  tandem  for  very  long,  1 
concluded  that  this  "could  be  an 
other  argument  that  the  great  equi 
ty  bull  market  of  the  1980s  is  draw 
ing  to  a  close." 

The  situation  today  is  reversed 
Gold  is  showing  poor  relative 
strength,  and  the  consensus  of  advi 
sory  opinion  is  distinctly  bearish 
about  its  prospects.  Could  this  be 
good  news  for  stocks? 

Obviously,  this  hope  can  be  aban 
doned  if  Garside  turns  out  to  be 
right  about  gold.  I  should  note  that 
he  has  been  much  less  successful  at 
timing  the  stock  or  bond  markets, 
however,  and  it  is  disconcerting 
that  he  comprises  the  entire  class  of 
gold  advisers  who  have  beaten  the 
market  and  whose  opinion  we 
would  normally  seek.  But  he  can't 
be  dismissed.  ■ 
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invitation 


Today's  top  level  Latin 
Americans  don't  invite  mere 
acquaintances  into  their  homes. 


Only  good  friends,  with  whom 
they  can  identify  totally,  are 
allowed  into  their  private  world. 


Each  fortnight,  VISION  is 
welcomed  by  a  highly  selective 
group  of  readers:  200,000 
ABC  —  audited  copies  are  proof 
positive  that  VISION  provides 
an  impressive  audience  for  your 
product.  And  consider  the  fact 
that  95%  of  those  copies  go 
directly  to  subscribers! 


Advertisers  who  want  to  feel  at 
home  in  this  privileged  market 
need  the  editorial  ambiance  and 
command  of  the  language  that 
only  VISION  can  provide. 


Visibility  where  it  counts 
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BUSINESS  OPPOf 


BUSINESS  OPPORTUNITIES 


FACSIMILE  MACHINES 


COMPUTERS 


Cash  In  On  Today's  Housing  Revolution 

. . .  And  Live  In  Luxury! 

Earn  a  top  living  as  an  Eagle's  Nest  Homes  representative 

and  live  in  luxury  in  a  stunning  model  home. 


Models  as  low  as  $17  per  sq.  ft. 

•  Interior  and  exterior 
design  flexibility 

•  Remarkably  energy-efficient 

•  Cathedral  ceilings 
and  exterior  decks 

•  Built-in.  expandable 
Home  Computer  Center 

•  FHA  and  VA  accepted 
Unlimited  Income  Potential 
As  an  Eagle's  Nest  Homes  rep- 
resentative, you  have  unlimited 


income  potential  in  a  defined  territory  And 
the  only  qualification  you  need  is  the  ability  to 
purchase  or  mortgage  a  S25.000  model  which 
may  be  finished  as  a  home  to  live  in,  or  sell,  or 
completed  as  an  office,  condo.  duplex,  or 
other  commercial  enterprise.     . 


Call  Mr  Farb 

collect 

(404) 479-9700 


^^ 


Eagle'sNest 
Romes 


PO  Drawer  1569.  Canton,  GA  30114-1569 


BUSINESS  CONSULTANT 

The  demand  tor  consultants  is  in- 
creasing as  internal  management  is 
being  replaced  by  outside,  unbiased 
consultants  We  are  managing  the 
future  and  sharing  it  Enjoy  the  ad 
vantage  ot  being  sell-employed  with 
the  association  and  support  ol  one  of 
the  largest  and  most  respected  con- 
sulting firms  in  the  country  Full  ex- 
pense paid  training  in  New  Orleans 
national  advertising,  and  fringe  bene- 
fits. Relocation  not  required  Nominal 
refundable  performance  deposit  of 
$7,500  required  Call  for  free  com 
pany  brochure  and  details 
kit)  Nitloral  BurinMS  Contulttntt,  Inc. 
[NO  Mr.  Mark  Simon.  Exec.  V.P. 
—  '       (504)  456-1968 


JOIN  THE  LEADERS  IN 
SALES  &  TECHNOLOGY 

With  over  800  centers  worldwide 
and  the  leading  sales  volume  per 
center  in  our  industry.  Sir  Speedy 
can  make  you  a  leader  too1 

For  details  on  owning  your  own  Sir 
Speedy  Printing  Center,  call 

1  800  854  3321 

m_  Sir  Speedy,  Inc. 

PO  Box  30740  Lac; . 


SELL  IN  JAPAN! 


1  IK  sour  pnipcrn  usin^.'  »ui  lokvo  office  10 
reach  500  I   Real  hsiaic  brokers  in  Japan 
f-rcc  translation   NO  COMMISSION    Your 

name  listed  jn  ooottd  pomi   Tear  shcel 
provided  Only  $190  for  1  months  listing 

CALL:  Hon  &  Bunker  Inc 

1-800-USA-2111 


REAL  ESTATE  SERVICES 


DEVELOPMENT  COURSE 

Two  Volume  Selt  Study    Refresher 

Course  Graduates  include  Olympia 

Puite  Corp  .  Del  Webb,  Toll 

Kautman    &    Broad.     U  S 

Trammel    Crow,    Homart, 

udential  Sold  only  to 

SOB)  358-2665 


FOR 


BY  OWNER 

AUTOS.  BOATS  AIRPLANES 

BUSINESSES  FINE  ART. 

HORSES.  LUXURY  HOMES 

1 140.000  INDIVIDUAL  LISTINGS 

J  NO  BROKERAGE 

COMMISSION 

COMPUTER  LISTINGS 
UPDATED  DAILY 

Toll  Free  1-800-327-963C 


afl       W*'  . 


LIGHT  MANUFACTURING 
OPPORTUNITY 

Offering  need/demand  wholesale  prod- 
uct! to  the  $50  billion  per  yr  printing  in- 
dustry Total  investment  range  S270K 
Minimum  cash  requirement  J75K  call 

800  '438-4786 
in  Ml.  (313)  737-4080.  M-3 


FINANCIAL  SERVICES 


HARD  TO  BORROW? 

Guarantees  We  Do  Not  Make  Loans 

MINIMUM:  $100,000   5-20  YEARS 

THE  FUNDING  ASSISTANCE 

CORPORATION 

I  SV  (2121  755-9400 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
i  rin isi,  i ncs  Free  wholesale  catalog  since 
1967'  Member  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  1-800^.26-8352 


Forbes:  Capitalist  Tool 


FAX  MACHINES  •  LOW  PRICES 
1-800-GET-A-FAX 

Canon,  Sharp,  Bell,  Toshiba,  Panasonic, 
More!  Call  for  prices.  Comp-U-Tronix 
210  S.  Milwaukee  #10F.  Wheeling,  IL  60090 

1-800-438-2329,  IL  1-312-537-8882, 
Fax  1-312-537-9264  VISA  M/C  AMEX 

DISCOVER  CHECKS  30  DAY  TRIAL! 
MONEY  BACK  GUARANTEE! 


Radio /hack -TA 


Our  10th  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHO 

Fgt   Prepaid.  Save  Tax 
~  Toll  Free  800-231-3680 

Ml   (TIRRYmflC  INDUSTRIE 
22511  Kaly  Fwy 
Kaly  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


BOOKS  AND  PERIODICALS 

New  "Books  for  Busy  People."™ 

POWER  WRITING.  Do  better  in  career  and  busi- 
ness. Improve  your  writing  in  four  easy  steps. 
Award-winning  author  helps  you  write  better  let- 
ters, memos,  and  reports  KEEP  YOUR  COMPUTER 
HAPPY.  Easy  maintenance  program  for  office  and 
personal  computers.  Prevent  most  common  dan- 
gers. Non-technical.  Send  $5.00  for  each  book  to 
Mischa  Press,  P.O.  Box9558-N,  Washington,  DC, 
20016-1558.  Please  name  desired  book(s). 


BUSINESS  SERVICES 


CELLULAR  PHONES 


CELLULAR  PHONES 

Fax  Machines.  Radar  Detectors,  Sports.  Wide  An 
National  Pagers.  Photocopiers.  Business  Phone  Sy, 
T.V.,  Hii.  and  other  Electronic  Equipment 
Audiovox,  Blaupunkt.  Cobra,  Hitachi.  Jensen.  Mils 
Motorola,  N-E-C  0-K-I.  Panasonic.  Privacy 
Scrambler.  Sharp.  Sony.  Toshiba.  Uniden,  Whistl 
other  maior  brands  at  major  discounts' 


0 
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(800)  421-9175  •  (215)  364-789C 
We  Deliver  MC/V/C-0-D  •  Dealer  Inquiries  In 


BUSINESS  SERVICES 


N.A.G.L.S. 

View  precious  gemstones  for  sale. 

on  computer,  free  of  charge. 

(416)  238-4985 

For  further  information. 

(416)  238-8044 


CONSULTANTS  IN 

ASSURING  QUALITY 

NORRIS,  NORR1S  &  QUIXOTE,  II 

17621  Montero  Road, 

San  Diego,  Ca.  92128 

(619)485-1059 


HOW  TO  ADVERTISE  IN 


Forbes  Market/ 


REGULAR  CLASIFIED  LISTINGS:  All  listings  are  accept* 
at  the  discretion  of  the  Publisher.  Minimum  size  is  one  ind 
(14  agate  lines)  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Minimun  size  to 
display  ol  two  inches  (28  agate  lines).  Must  be  submitted  a! 
film  negative  or  camera-ready  mechanical  to  size. 

Box  numbers  provided  on  request.  There  is  no  charge  foi 
mailing  service  on  blind  ads. 


FORBES  MARKET  CLASSIFIED  is  published  in  the  first 
issue  of  each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency.  For  specific  require- 
ments send  for  order  form. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET  CLASSIFIED 

60  FIFTH  AVENUE  NEW  YORK,  NY  10011 
(212)620-2440 
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RPORATE  SPECIALTIES 


CORPORATE  SPECIALTIES 


WINE  CELLARS 


WINE  CELLARS 


jj3etter  than  Lacoste  or  Ralph  Lauren!  — 

'  JR  logo  embroidered  on  great  quality  100%  cotton  polo  shirts. 

■  pay  outrageous  prices  for  100%  cotton  polo  shirts  with  someone  else's  logo, 
for  less  money  we'll  put  your  logo  on  a  better  quality  shirt  and  guarantee  that 
or  at  least  an  entire  year.  Minimum  order  just  six  shirts!  For  a  brochure,  price 
II 1-800-84-SH1KT  (in  NY  718-782-0200). 

The  Queensboro  Shirt  Company 

DeptF.10,  119  N  11th  St,  Greenpoint,  NY  11211 


UCATIONAL  SERVICES 


APPROVED  UNIVERSITY  DECREES!! 

nical  home  study  for  Bachelor's, 
's,  Ph.D.,  fully  approved  by  Cali- 
i  State  Department  of  Education, 
f  ious  faculty  counsels  for  indepen- 
I  tudy  and  life  experience  credits 
i  enrolled  students,  500  faculty). 
f  information — Richard  Crews, 
I  Harvard) ,  President,  Columbia  Pa- 
i  tuversity,  Department  3D10  1415 
I  Street,  San  Rafael,  CA  94901.  Toll 
I  800)  227-0119;  California:  (800) 
li22;or  (415)  459-1650. 


OLLEGE  DEGREE 

HELORS  •  MASTERS  •  DOCTORATE 

For  Work.  Ule  and  Academic 

Experience  No  Classroom 

Attendance  Required 

Call  (213)  471-0306 

Outskto  California 

1  •  800-423-3244 

or  send  detailed  resume 

tor  Free  Evaluation 

■acific  Western  University 

Swulmb  BM)  .  Oeoi   185.  Los  Angelas.  CA  90049 


HELOR.MASTER.DOCTORATE 

A  DEGREE  Use  your  past  experience  as 
oward  your  degree  No  classes,  seminars 
:ampus  attendance  Studies  build  upon 
experience  Sell-paced  •  Send  Resume 
r  For  No  Cost  Evaluation 
S777  W   Century  Blvd. 

V7       Suite  605 

Oept.  29 

1213)  645-3636  Us  Angeles.  CA  90045 


Earn  your  degree  by 

INDEPENDENT  STUDY 

Credit  for  life  experience. 

FINANCIAL  AID 

CLAYTON  UNIVERSITY 

1-800-288-3948 


REAL  ESTATE 


YELLOWSTONE  PARK 
BOUNDARY  RANCH 

Located  south  of  Livingston  on  the  north 
boundary  of  Yellowstone  National  Park, 
this  property  is,  in  our  opinion,  the  most 
spectacular  ranch  in  Montana.  Three 
mountain  valleys  converge  on  the  ranch, 
and  from  the  log  lodge  and  ranch 
headquarters,  one  commands  a  180  degree 
vista  of  high  mountain  peaks.  With 
slightly  less  than  2,000  acres  in  a 
contiguous  block  and  the  national  forest 
on  its  boundary,  the  ranch  is  totally  private 
and  surrounded  by  ruggedly  impressive 
mountain  country,  yet  it  boasts  year-round 
access.  Priced  at  less  than  $2,000  per  acre, 
this  ranch  is  absolutely  the  best  Montana 
has  to  offer. 

SOUTHWESTERN  MONTANA 

MOUNTAIN  RANCH.  This  ranch 
contains  more  than  12,000  deeded  acres  in 
a  contiguous  block  which  is  adjacent  to 
the  national  forest  for  more  than  nine 
miles.  It  is  estimated  to  carry  1,500  animal 
units  and  has  the  most  complete  set  of 
improvements  we  have  seen.  Nearly  $2 
million  have  been  spent  to  build  or  rebuild 
every  ditch,  fence  or  building  on  the  ranch. 
The  three  "manager/owner  quality" 
homes  plus  extensive  guest  facilities  would 
make  any  ranch  owner  proud.  In  addition, 
there  is  a  magnificent  hand-hewn  log  and 
stone  owner's  residence,  which  is  at  once 
grand,  but  appropriate  to  the 
surroundings.  The  entire  ranch  is  offered 
at  slightly  more  than  $3,000,000  and  could 
not  be  duplicated  for  50%  more,  even  at 
today's  low  land  prices.  Extensive  fishing 
and  big  game  hunting  are  available  both 
on  the  ranch  and  in  the  wilderness  area 
just  one-quarter  of  a  mile  from  the  ranch 
border. 

Contact  exclusive  agent  for  the  seller:  Hall 
and  Hall,  Inc.,  P.O.  Box  1924,  Billings, 
Mont.  59403,  (406)  252-2155  or  (406) 
682-7583. 
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'WlNECELLARS 

Model 

440  bortles 


Retail  YourCt 
$2494   $1495 


700  Shown  at  right                     3495  1995 

600  Double  Cabinet  (Isolated)  3995  2495 

Separate  Cooling  Units  42°/55° 

880  Double  unit                          4495  2795 

220  Space-saver                          1995  1195 

296  Credenza  (Low-Boy)           2495  1495 

40  btl.  glass  door,  lock  &  light    599  499 

60  btl,  glass  door     699  599 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog      '  i 

WlNECELLARS-USA      800/421-8045      lnCA:213/937-3221 


*  Visa/MC/AmEx/Discover*WeShip  Anywhere!*        Since  1947 


■  S?  OnW 
£    $2-8nte 

-  <* 


EXECUTIVE  GIFTS 


BULL  VS  BEAR  BOOKENDS 


Perfect  for  the  stockbroker,  speculator  or 
investor.  A  stunning  pair  of  solid  brass 
mounted  on  green  marble  bookends. 
Choose  either:  Bull  &  Bull;  Bear  &  Bear  or 
Bull  vs  Bear.  Height  8".  30  day  money  back 
guarantee.  Charge  your  Visa,  NIC  or  AMEX 
card  Toll  free  1-800-327-1877,  In  Colo. 
1-303-425-7333,  or  send  check  to  address 
below  Price  $89  Ultimate  Perfection,  Inc. 
Box  5639,  Arbor  Village  Station 
Arvada,  Colorado  80005-0639 


RARE  BOOKS 


Are  you  interested  in  Rare 

Book  Collecting  or 
becoming  a  Bibliophile? 

Donglomur  Foundation  is  interested  in 
men  and  women  who  wish  to  be  private 
or  corporate  book  collectors.  Some  of 
our  clients  have  used  it  as  a  hedge 
against  inflation,  but  foremost  they  are 
just  lovers  of  books.  Special  collec- 
tions have  been  created  with  our  guid- 
ance, and  if  you  wish  to  tum  your  love 
of  books  into  a  passion  for  rare  book 
collecting,  call  or  write  Donglomur 
Foundation,  1655  Mt.  Pleasant  Rd.. 
Villanova.  PA  19085  (215)  525-4991. 


BUILDING  SUPPLIES 


£xcellence  inQak 


Meticulously  detailed  oak  entrances 
and  interiors  for  prestigious 
homes  and  businesses. 
Our  exclusive  handmade 
door  and  moulding 
systems  are  produced 
on  a  limited  basis 
by  master  craftsmen, 

We  Invite  yon  to  call 
or  write  for  free 
leaflet,  $5  brochure 
package,  or  complete 
Si 2  portfolio. 


•  Box  898- F 
Ignacio,  CO  81137 
800/245-3667  Ext.  F 


BUSINESS  SERVICES 


CUSTOM 
CHOCOLATES 

Choco-Logo  presents  a  deliciously  unique  way  to 
create  a  distinct  impression  of  your  company  or 
business      with  CHOCOLATE'  We  custom  design 
and  mold  fine  chocolate  into  your  logo  or  message 
Make  an  impression  of  your  good  taste!  Write  or  call 
{716)  855-3500  for  our  free  brochure 


PAST  FACTS 

*BOUT  FORBES 
SUBSCRIBERS: 


•Total  management:  74.7% 
•Total  paid  circulation:  735,000 


•Average  household  income:  $162,000 
•Average  value  of  investment  portfolio:  $899,000 


Streetwalker 


Edited  bv  Thomas  Jaffe 


Temple  worship 

With  rumors  rife  over  possible  re- 
structuring moves  at  Time  Inc., 
Streetwalker  thought  it  an  appropri- 
ate moment  to  look  at  an  earlier  fruit 
of  such  labors,  Temple-Inland  Inc. 
Headquartered  in  Diboll,  Tex.,  this 
$1.6  billion  (sales)  forest  products 
company  was  spun  off  by  Time  in 
January  1984.  (There  are  27.7  million 
shares  outstanding;  insiders  own  less 
than  5%.)  Temple  manufactures  li- 
nerboard  and  pulp,  two  commodities 
that  have  been  running  full 
out  for  the  past  two  years. 
Earnings,  as  a  result,  are  going 
through  the  roof.  Last  year 
Temple  was  up  78%,  to  $4.69 
a  share;  in  1988  analysts  are 
looking  for  another  huge  gain, 
to  $7.40  or  so.  The  stock? 
From  a  low  of  around  20  four 
years  ago,  by  last  October  it 
had  spurted  to  almost  70. 
Then  came  the  crash,  toppling 
Temple  to  35.  Recent  NYSE 
price:  52 

That  Temple  hasn't  fully  re- 
covered probably  is  a  result  of 
clouds  on  the  horizon.  If 
there's  a  recession,  the  pricing 
strength  that  linerboard  and 
pulp  have  enjoyed  of  late  could 
start  to  wither.  [Bleached  board,  an- 
other Temple  mainstay,  has  proved  to 
be  less  volatile.)  And  weakness  in  the 
housing  market  has  hurt  Temple's 
building  products  division.  But  even 
factoring  in  these  problems,  analysts 
think  the  current  paper  cycle  is  so 
strong  that  1989  earnings  should 
come  in  between  $8  and  $9.40  a  share. 
With  the  shaies  selling  tor  iust  5.6  to 
6.6  times  next  year's  anticipated  earn- 
ings, then,  Temple-Inland  could  be 
the  ticket  for  any  investors  looking  to 
catch  a  late-cycle  ride. 


The  Sun  also  splits 

The  Litest  restructuring  in  the  pe- 
tioleum  industry  promises  to  be 
Sun  Co.  of  Radnor,  Pa,  [Forbes,  Aug 
\i  $9.5  hilhon  in  sales,  Sun  is  the 
tenth  largest  integrated  oil  company 
Pending  shareholder  ap- 
1.    Sun-    domestic    exploration 
I  filP)  operations  will 
in  "it  this  fall  as  a  separate  enti- 


ty in  a  one-for-one  tax-free  distribu- 
tion of  shares.  The  remaining  Sun 
Co.,  which  will  continue  to  trade  on 
the  Big  Board  as  well,  will  consist 
primarily  of  Sun's  refining  and  mar- 
keting (R&.M)  business — its  vast 
chain  of  Sunoco  service  stations.  In 
addition,  it  will  include  all  the  com- 
pany's overseas  exploration  and  pro- 
duction activities  (E&P),  U.S.  coal  op- 
erations, Canadian  synthetic  crude 
output,  real  estate  and  leasing.  What's 
more,  Sun  is  committed  to  maintain- 
ing its  $3  annual  dividend  rate,  a  cur- 
rent yield  of  5.2%.  Upstream  E&.P  is 
projected  to  pay  out  $1.20  a  year; 


Sunoco  service  station 
Out  for  a  spinoff. 


downstream  R&M,  $1.80. 

Other  news:  In  the  second  quarter 
Sun  took  a  $300  million  aftertax 
charge  to  cover  layoffs  and  asset  sales 
that  will  result  in  an  estimated  $80 
million  of  combined  annual  savings 
tor  the  new  entities.  Then,  in  July, 
Sun  agreed  to  buy  refiner  and  market- 
er Atlantic  Petroleum  Corp.  for  $513 
million.  This  will  enhance  Sun's  pen- 
etration of  the  East  Coast  market.  The 
company  will  continue  its  aggressive 
share  repurchase  program. 

What's  it  all  worth"  Analyst  Bruce 
Lazier  of  Prescott,  Ball  &  Turben 
thinks  the  sum  of  the  two  parts  could 
exceed  $70  and  eventually  reach 
$85 — nicely  above  Sun's  recent  NYSE 
price  of  57%.  Lazier  projects  the  ex- 
ploration/production side's  cash  flow 
at  S7  to  $8  a  share,  which  should  price 
these  assets  at  $40  or  more  over  the 
next  two  years.  As  for  the  remaining 
Sun  Co.  downstream  assets,  Lazier 
says  they  will  have  virtually  no  net 
debt,  cash  flow  of  $6  to  $6.50  a  share, 
and  annualized  earnings  power  of  $4- 


plus  per  share  in  1990,  after  rest! 
turing  and  cost  savings.  So  til 
shares,  says  Lazier,  should  reach 
to  $45  by  1990.  The  best  deal,  Lai 
recommends,  is  to  buy  Sun  now,  J 
fore  the  spinoff  takes  effect. 


A  brace  of  self  funders 

To  the  many  investors  concer 
about  rising  interest  rates,  anaj 
Elliott  Schlang  of  Cleveland's 
cott,  Ball  &  Turben  is  recommeno 
companies  that  could  benefit 
such  a  trend:  those  with  self -fund 
balance   sheets.   Having 
banded  their  liquidity  rati 
than  take  on  additional  d  i 
they  now  are  beginning  to 
ister  incremental  income 
erated  from  higher  rates. 

Among  Schlang's  favorl 
is  $395  million  (sales)  Bobf 
ans  Farms,  Inc.,  an  operate 
more    than    200    family-s^ 
restaurants,  primarily  in 
Midwest,  and  producer  of  pj 
sausage  under  the  Bob  E\ 
Farms    and    Owens    Coi 
Sausage  trademarks.  As  of  ] 
31  long-term  debt  at  Coll 
bus,  Ohio-headquartered 
Evans   represented   less 
2%  of  total  capitalization, 
the  fiscal  year  ended  Apr. 


1988,  the  company  netted  $1  a  sh 
its   17th  consecutive  year  of  rei 
earnings. 

Over  the  last  five  years  eami 
have  compounded  at  an  annual  1 
and  Schlang  is  predicting  a  13%  i 
for  the  next  three  to  five  years 
cites  the  addition  of  23  new  rest 
rants  and  the  further  integration 
Texas-based  Owens  (acquired  in  fa 
ary,  1987)  as  factors  that  should  h 
Bob  Evans  earn  more  than  $33  n 
lion,  or  $1.15  a  share,  on  sales  of  $< 
million  for  the  fiscal  year  ending  n 
April.  The  stock — recent  o-t-c  prio 
16 — sells  for  14  times  his  fiscal  1< 
estimate,  the  low  end  of  the  multip 
Bob  Evans  has  carried  since  19 
There  are  29.3  million  shares;  insic 
own  16% 

Another  Schlang  pick  for  its  I 
ance  sheet  strength  is  $197  mill 
(estimated  1988  sales)  Lilly  Industi 
Coatings,  Inc.  Indianapolis-based  1 
ly  "produces  finishes  that  are  appl 
in  the  factory  by  furniture  makers , 
manufacturers  of  metal  products. 
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vlay  there  was  virtually  no  short- 
n  debt,  long-term  debt  was  9%  of 
italization  and  the  current  ratio  of 
;ts  to  liabilities  was  2.7  to  1. 
lang  expects  record  earnings  of 
10  per  share  for  the  fiscal  year  end- 
Nov.  30,  and  at  least  $1.35  a  share 
:iscal  1989.  Recent  o-t-c  price  for 
9.1  million  shares  (less  than  10% 
vhich  are  closely  held)  was  16. 


[  avy  metal 

I  he  hostile  bid  by  Harry  Oppenhei- 
,  mer's  Minorco  S.A.  for  huge  U.K. 
-  nng  concern  Consolidated  Gold 
F  Ids  Pic.  has  turned  the  spotlight  on 
frZ  Corp.  Pic.  With  sales  of  £3.4 
lion,  London-headquartered  RTZ, 
fimerly  Rio  Tinto-Zinc,  is  the 
Grid's  largest  mining  company, 
leie  are  some  776  million  ordinary 
■ires  listed  on  the  London  Stock  Ex- 
Pinge;  American  Depositary  Re- 
Upts  trade  over-the-counter,  where 
By  were  recently  priced  at  29. 

ITZ'  worldwide  interests  in  cop- 
5,  aluminum,  iron  ore  and  the  like 
J/e  benefited  mightily  from  strong 
ptals  prices  over  the  past  year  or  so. 
►  bert  Davies,  Shearson  Lehman 
I  tton's  London-based  mining  ana- 
I  t,  believes  mineral  prices  have 
[iked.  But  he  doesn't  think  RTZ' 
;  rungs  have.  As  Davies  notes  in  a 
I  ent  report,  RTZ  is  a  low-cost  oper- 
;  ir  of  mines,  and  adds  value  where 
[  ^sible  to  what  it  mines,  tailoring 
;  cific  products  for  individual  cus- 
Iners.  An  Australian  company  it 
;  itrols,  for  instance,  has  started  an 
deration  that  will  supply  aluminum 
ueels  for  Japanese  automakers.  RTZ 
i  o  recently  bought  MK  Electric,  a 
I  jhly  regarded  U.K.  producer  of  wire 
Id  switchgears,  which  now  can  be 
1  pplied  with  copper  from  within  the 

Z  universe.  The  next  step:  By  en- 
i  uraging  MK's  move  into  the  manu- 

:ture  of  security,  and  fire  protection 
litems,  RTZ  sees  an  opening  to 
'tak  into  the  European  and  North 
inerican  markets. 

Meanwhile,  RTZ  has  raised  more 
an  £1  billion  in  its  home  market 
lis  year  by  selling  a  cement  produc- 
'  an  aluminum  window  supplier,  an 
igregates  business  and  oil  and  gas 
|operties.  Still  to  be  divested,  says 
iivies,  is  its  29.9%  stake  in  U.K.  oil 
oducer  Lasmo  Pic.  He  thinks  this 
I'll  fetch  more  than  £250  million. 
Davies  thinks  RTZ  will  earn  $3.54 

r  ADR  in  1988,  up  31%  over  last 

ar.  He  looks  for  $3.94  in  1989.  With 
I  e  ADRs  recently  trading  for  29,  he 
Igues  that  the  stock's  a  strong  buy. 
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SYMBOLS 
OF  SUCCESS 


Stetson  hats  and  the  Forbes  "400."  Two  of  the  most  visible 
and  well  established  symbols  of  success  in  America.  And 
starting  with  the  upcoming  October  24  Forbes  "400"  special 
issue,  the  two  come  together  to  turn  symbols  into  meaningful 
marketing  strategy. 

Stetson  has  chosen  Forbes'  special  listing  of  the  richest 
people  in  America  to  carry  its  message  of  how  their  hats 
make  the  man  to  Forbes'  influential  business  audience  of 
over  2.8  million  affluent  readers. 

Long  one  of  the  best  known  names  in  men's  hats  and  a 
legendary  American  cultural  symbol,  Stetson  recognizes 
Forbes'  media  value  in  helping  to  keep  their  name  top  of 
mind  among  those  who've  made  it  to  the  top  in  business. 
After  all,  Forbes  is  the  best  read  business  magazine  among 
top  corporate  officers  in  America's  largest  companies. 

Look  for  Stetson's  dramatic  pop-up  insert  appear- 
ing exclusively  in  the  October  24  "The  400  Richest 
People  in  America"  special  issue  of  Forbes. 

Stetson  and  the  "400."  Symbols  of  success  found  only  in 
the  pages  of  Forbes  magazine. 


Forbes 

Capitalist  Tool 


Forbes  Maga2ine-60  Fifth  Ave    N  Y    N  Y  tOOn 


191 


Forbes  Index 


INDEX  OF  COMPANIES  COVERED  IN  NEWS  STORIES  AND  BT  THE  COLUMNISTS  IN  THIS  ISSUE. 
EACH  REFERENCE  IS  TO  THE  FIRST  PAGE  OF  THE  STORT  IN  WHICH  THE  COMPANY  NAME  APPEARS. 


Abbott  Laboratories  14,  35 

AJD  Cap 108 

Albertson's  52 

B.  Altman  162 

American  Barnck  174 

American  Continental  38 

American  Family  41 

American  Home  Products  180 

American  Hospital  Supply  35 

American  International  Group 179 

American  Medical  International 112 

American  Municipal  Bond  Assurance  179 

American  Quasar  Petroleum  174 

American  Television  & 

Communications 101 

Amentech 148 

Amgen  174 

Apollo  Computer  146 

Apple  Computer 17 

Architectural  Digest 19 

Ardent  146 

AT&T  34,  39,   148,    166 

Austad's  164 

Avatar  44 

Avon  175 

Bank  of  Pusan 68 

Bankers  Trust  179 

Bams  Industries  12 

BAT  Industries  (Marshall  Field)  162 

Battaglia  68 

Baxter  International  35 

L  L  Bean  80,   164 

Bell  Atlantic  148 

BellSouth  148 

Benguet  174 

Berkline  162 

Arnold  Bernhard  |Value  Line| 172,   180 

BIG  179 

BMW  140 

BN  Genius  164 

Boeing  72 

Bond  Investors  Guaranty  Insurance 179 

Bortz 101 

Boston  Co  44 

Boston  Consulting  Group 

Bradington  Young  162 

Brmsh  Petroleum  168 

Brother  Industries  150 

Brown  Brothers  Harnman  8 

Brown-Forman  |)ack  Daniel 

Distillery!  108 

BurmahOil 168 


Cablevision  Systems 101 

Callan  Associates 44 

Campeau 12 

Campeau  (Bloomingdale's)  162 

Canadian  Pacific  195 

Canon  150 

Capital  Cities/ ABC  101,   133,   195 

Capital  Guaranty  Insurance  179 

Car  &  Driver 140 

Carroll  Journals  164 

Caterpillar  34 

CBS  17,    195 

Children's  Medical  Center 

of  Dallas  bonds  179 

Chrysler  34,    140 

Citicorp 31,   179 

Clabir  8 

Claremont  Capital  fund 174 

Clorox  182 

Coca-Cola  108 

Connecticut  General  12 

Consolidated  Gold  Fields  174,   191 

Constellation  Investments  179 

Continental  Baking  (Hostessl 133 

Control  Data  146 

Corporate  Property  Investors  36 

<  owUry  living 142 

Cray  Research  146 

Crowell,  Weedon 101 

CSX  172 

Cummins  Engine  195 

Daily  Market  Comment 13 

Daimler-Benz  140 

Dataquest  8,   146 

Davis,  Wright  &  Jones  80 

DeBartolo 36 

Delta  Air  Lines 13 

Digital  Equipment  146 

the  Dines  letln    186 

Walt  Disney 101,    175 

Domino's  Pizza  64 

Dow  ]aun  (Wall  Street  Journal) 18 

Drexel  Burnham  Lambert  12,  35 

Du  Pont   148 

Dutt  N  Phelps  35 

Eastman  Kodak  150,   180,   182 

Equitable  Life  Assurance  184 

trust  N  Whinney  78 

Bob  Evans  Farms  190 

Evans  fv  Sutherland  146 

Fabn-Centers  of  America  56 

federal  Express  72 


Fidelity  funds  

Financial  Guaranty  Insurance 

Financial  Weekly  

Firemark  

First  Interstate  Bancorp  

Fleet/Norstar  

Fox  


Furman  Selz  Mager  Dietz  &  Birney 

Gap  (Banana  Republic]  

Garsicie  Forecast  

GE  


101 


GE  (Kidder,  Peabody)  

GE(NBC)  92,   101, 

Geico 

General  Motors  

General  Re  

Gerber  Products  

Giant  Group  

Grey  House 

Greyhawk  Systems  

Guardian  Life  Insurance  

Gulf  &  Western  (Paramount)  

Gump's  

Hancock  Fabrics  

Hanmi  Bank  

HDM-New  York  

Hearst  Publications 

Heath  

Hewlett-Packard  

Hickory  Chair  

Hill  &  Knowlton  

Holly  Farms  Foods  

Honda  

Honeywell  150, 

Horchow  Collection  

House  <"-  Garden 

House  of  Fabrics 

HiiIIhti  Finant  ial  Digest 13, 

Hiils  America 

IBM  17,  34,   146, 

IDS  


Institutional  Imx-stor  

lacksonville,  Fla.  Electric 

Authority  bonds  

Japan  High  Teds  Review  

Iiffy  Lube  International  .... 

lohnson  &  lohnson  

Kellog 

Kentucky  Fried  Chicken  .. 
Kis  


Kohlberg  Kravis  Roberts  12 

Kokusai  Denshin  Denwa  


ii1'.     ick  issues  or  copies  of  individual  articles  Requests  for  permission  to  reprint  should  be  sent  to  the  Permissions  and  Reprints  Department  at  Forbes.  8 
licals  indexes  and  can  be  located  in  bound  copy  or  microform  in  maior  libraries  The  lull  text  is  available  electronically  on  ni.uor  database  system 


I  In  the  copyright   'wiui  lor  those  registered  with  the  Copyright  Clearance  Center  |CCC|,  27  Congress  St.,  Salem,  Mass  01970  to  photo 
article   Send  payment  tOtheCCC  stating  the  ISSN  |(X)lS6s>14],  volume  and  first  and  last  page  number  ot  each  artii 
I  t  other  than  persons    use  Ol  nuein.il  u  I   rence   01  ot  artu  lea  Ol  columns  not  owned  by  Forbes  without  express  permission  ot  Forbes  or  the  copyright  o 


FORBES,  OCTOBER  17   IS 


|ica 150 

|  a  Realty  92 

It  112 

;er  12,  52,   112 

Minerals 174 

Is'  End  164 

jenbergHat  108 

no  191 

eep  Restaurants 78 

hercraft  162 

•nan  funds 174 

Strauss  108 

i  Industrial  Coatings 190 

Broadcasting 174 

e  Group  68 

eria  64 

;  ibermens  Mutual  179 

l  k  Trucks  195 

i  ;na  International  34 

kel  Logic 186 

ket  Mania 13 

S 133 

i  sachusetts  Mutual 184 

A  101 

Dermott,  Will  &  Emery  80 

Donald's  64 

id  150 

lia  General 12 

Ion  Capital  44 

nil  Lynch  101 

M/UA  12,   101 

ler  Brothers  108 

liken  34 

inesota  Mining  & 

lanufacturing  150 

lorco  191 

l'S  146 

ntgomery  Ward  56 

1  Morgan  179 

[rinaga  Confectionery 64 

iS  Food  Services  64 

to  Photo 78 

Donuts  64 

nicipal  Bond  Investors  Assurance  179 

man  Marcus  Group 164 

a- York  City  bonds  179 

meek 108 

>pon  Telegraph  &.  Telephone  39 

uura  Research  41 

ritsu  America  150 

jrth  Carolina  Eastern  Municipal 
ower  Agency  bonds  179 


North  Central  Texas  Health 

Facilities  bonds 179 

Northern  Telecom  148 

Northwestern  Mutual 184 

Nynex  148 

Ogilvy  &  Mather 140 

Olin  8 

Olympic  Auto  Sales  &  Leasing  92 

Orion 101 

Pacific  Telesis 148 

PaineWebber 14 

Pannell  Kerr  Forster 38 

Peat  Marwick  Main  80 

Penguin  Books  19 

Penn  Central  12 

J.C.  Penney  56,   108,   142 

Pensions  &  Investment  Age  44 

Peugeot  140 

Phoenix  Advanced  Technology 168 

Piper,  Jaffrey  &  Hopwood  171 

Polaroid 150,   175 

J.D.  Power  &  Associates 140 

Prescott,  Ball  &  Turben  190 

Price  Waterhouse  168 

Prime  Computer  146 

Procter  &  Gamble  12 

Prudential  Insurance  166 

Pyramid  36 

Quill 80 

Ralston  Purina 8 

Reebok  International  44 

Regina  172 

Request  Television  101 

RNC  Mutual  Fund  Group  14 

Roche-Bobois/Maurice  Villency 162 

Royal  Dutch/Shell  168 

RTZ 191 

Safeco  179 

Safeway  112 

Salomon 39,   150,   179 

Schaefer  Construction  162 

Sealy 142 

Sears,  Roebuck  108 

SEI  44 

Seiko  150 

Sharper  Image  164 

Shearson  Lehman  Hutton 166,   179,   191 

Sherman,  Dean  Fund  174 

Sheshunoff  Information  Services  38 

Siebag  Finance  179 

Silicon  Graphics 146 

Simmons 142 


Smith's  Home  Furnishings 142 

Somma  Mattress  142 

Southwestern  Bell  148 

Stellar 146 

lohn  B.  Stetson  108 

Lyle  Stuart  19 

Sun  190 

Sun  Microsystems 146 

Sunset 142 

Suntory  64 

Swensen's  78 

Swissair 18 

Taco  Bell  174 

Takeda  Chemical  Industries  14 

Talbots  164 

Teacher's  Insurance  &  Annuity 184 

Tektronix 146 

TeleCable  101 

Temple-Inland  190 

Tengelmann  52 

Tengelmann  (A&.P)  112 

Textron  72 

Timelnc  18,   101,  190 

Time  Inc  (Cinemax,  HBO] 6 

Time  Inc  (People) 108 

TitanSports  133 

TK  Communications  142 

Toyota 140 

Turner  Broadcasting 101 

Turner  Broadcasting  | CNN]  17,   108 

Turner  Broadcasting  (MGM)  101 

United  Brands 12 

United  Parcel  Service 34 

Universal  Television 101 

U.S.  Shoe  12 

US  West  148 

USA  Network 133 

USF&G  179 

Vanguard  funds  174 

VaTex  Headwear  108 

Viacom 101 

Viacom  (Showtime,  Movie  Channel] 6 

Volvo 140 

Wal-Mart  Stores  56,   175 

Warner  Communications  101 

Washington  Post  17 

Wavefront  Technologies 146 

Wells  Fargo  44 

Whole  Foods  Market 112 

Williams-Sonoma 164 

Xerox 34,   150,   179 

Zayre  56 


RBES,  OCTOBER  17,  1988 


193 


'Just  plain  old-fashioned 
damned-hard-to-put- 
down  grim-and- 
gripping  readable" 


— The  Wall  Street  Journal 

Malcolm  Forbes1  They  Went  That-A-Way  is 

a  lifjhthearted  look  at  life's  only  certainty — 
death.  Here  are  175  departures  of  famous, 
infamous  and  unforgettable  mortals  which  are 
hound  to  intrigue,  surprise  and  certainly 
.imuse.  Now  at  jroui  bookstores.  $18.95 

I  udeniahly  fas«  -mating" 

— Publishers  Weekly 

"Forbes**  latest  book  i-  to  die  for." 

— I  S  1   /  oilny 

"A  browser's  delight  ...  A  welcome 
change  for  insomniacs  bored  with  counting 
sheep  .  .  .  Forbes  pulls  off  a  neat  trick  in 
making  his  choices  come  to  life  by  describing 
their  deaths." — The  Philadelphia  Inquirer 

"An  outrageously  funm  book" 

— The  Star  ledger 
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Flashbacks 


Edited  bv  Dero  A.  Saunders 


The  more  things  change. . . ." 
terns  from  past  issues  of  Forbes 

j  renty  years  ago  in  FORBES 

i  m  the  issue  of  October  19,  1918) 
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'  >".  Jacob  Riis  at  Liberty  Loan  rally 

'  dollar  today  buys  only  half  what  it 
I  aght  before  the  war.  By  and  by  a 
i  liar  will  purchase  twice  what  it  pur- 
lases  today.  Every  dollar  saved  now 
id  invested  in  Liberty  Bonds  will  be 
paid  with  absolute  certainty  at  the 
ite  named  in  the  bond.  Now,  the 
in  or  woman  who  can,  at  any  sacri- 
fe,  put  money  into  Liberty  Bonds 
lay  and  hold  these  bonds  until  they 
:  repaid,  will  be  able  to  get  [double 
luej  for  each  dollar.  .  .  ." 

he  American  people  have  created  a 
|  w  profession,  the  'city  farmer.' .... 
ery  city,  town  and  village  in  the 
S.  has  its  war  gardens.  Back  yards, 
cant  lots,  open  spaces  everywhere 
ve  been  turned  from  'slacker  land' 
to  vegetable  plots." 

izty  years  ago 

~o»i  the  issue  of  October  1 5,  1928) 

ly  this  time  next  month  the  election 
suit  will  be  known.  The  belief  in 
gh  financial  and  business  circles 
ows  that  Mr.  Hoover  will  be  elected, 
was  the  election  of  President  Coo- 
ige  which  started  the  unparalleled 
)om  the  stock  market  has  enjoyed, 
'all  Street  bulls  are  hopeful  that  a 
oover  victory  will  be  greeted  by  a 
esh  demonstration  of  faith  in  the 
larket's  future.  .  .  ." 


"The  average  streetcar  fare  now  is  a 

fraction  above  eight  cents,  and  the  in- 
dications are  that  it  will  steadily  creep 
nearer  the  ten  cents  average  which 
operators  declare  is  absolutely  essen- 
tial if  the  social  needs  of  urban  people 
are  to  be  satisfactorily  met." 

Fifty  years  ago 

(From  the  issue  of  October  15,  1938) 

"Another  item  that  will  be  especially 
appreciated  in  winter  is  a  gadget  that 
is  easily  mounted  on  any  car  to  signal 
the  direction  in  which  the  driver  is 
about  to  turn.  Instead  of  opening  the 
window  and  stretching  his  arm  out  on 
a  cold  and  wet  winter  day,  he  can 
simply  touch  the  lever  attached  to  his 
steering  wheel  and  an  indicator,  fixed 
in  any  desired  position  on  the  back  of 
the  car,  will  be  lighted.  ..." 

Twenty-five  years  ago 

(From  the  issue  of  October  15,  1963) 


ABC's  boss  Leonard  Go/denson 

"Ripping  up  at  least  half  of  its  old 

nighttime  schedule,  ABC-TV  started 
the  new  season  with  more  new  prime- 
time  shows  than  anyone  else — 14. 
This  compared  with  just  eight  new 
entries  on  CBS-TV,  which  is  sticking 
to  the  big-name  formula  that  gave  it 
its  best  year  in  history  last  year.  It 
compares  with  ten  new  ones  or  NBC- 
TV,  which  counts  on  new  dramas  and 
old  movies  to  hold  second  pi^ce." 

"There  aren't  many  businessmen 
who  can  make  this  claim:  J.  (for  Jo- 
seph) Irwin  Miller,  54,  once  took  on 
both  General  Motors  and  Mack 
Trucks — and   he   licked   them   both 


handily.  This  was  in  the  early  Fifties. 
Miller's  Cummins  Engine  Co.  then 
was  running  neck-and-neck  with  GM 
and  a  little  ahead  of  Mack  in  diesel 
engines  for  trucks.  Today,  Cummins 
has  about  60%  of  the  market,  Mack 
22%  and  GM  is  down  to  16%." 


Ten  years  ago 

(From  the  issue  of  October  16,  1978) 


Canadian  Pacific  passenger  train 
in  the  Canadian  Rockies 

"Thanks  to  the  heroic  efforts  of  a 

management  team  headed  by  Chair- 
man Ian  Sinclair,  Canadian  Pacific 
now  derives  more  than  60%  of  its 
revenues  and  72%  of  its  profits  from 
nonrailroad  sources.  While  earnings 
of  many  North  American  railroad 
companies  have  stagnated,  Canadian 
Pacific's  have  risen  steadily — from  97 
cents  a  share  in  1969,  the  year  Sinclair 
took  over,  to  $3.31  last  year  and  prob- 
ably to  $3.75  in  1978 " 

"A  seat  on  the  New  York  Stock  Ex- 
change, Forbes  reported  last  year, 
could  be  had  for  $35,000,  while  a  New 
York  City  taxicab  medallion  sold  for 
$50,000.  With  the  market  becalmed 
in  the  doldrums,  would  exchange 
seats,  Forbes  wondered,  end  up  with 
'chiefly  commemorative  value'? 

"The  big  turnaround  in  subsequent 
stock  market  trading  has  answered' 
that  question.  This  September  the 
asking  price  for  a  Big  Board  member- 
ship (what  'seat'  really  means 
$105,000,  a  more  than  $30,000  lump 
over  the  price  the  month  before. 
.  .  .  And  taxi  medallions?  Their  going 
rate  has  moved  from  $50,000  a  year 
ago  to  $60,000  today." 
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Avarice  is  generally  the  last 
passion  of  those  lives  of  which 
the  first  part  has  been 
squandered  in  pleasure,  and 
the  second  part  devoted 
to  ambition. 
Samuel  Johnson 


A  life  spent  in  constant  labor 
is  a  life  wasted,  save  a  man  be 
such  a  fool  as  to  regard  a  fulsome 
obituary  notice  as  ample  reward. 
George  Jean  Nathan 


There  is  no  moral  precept  that 
does  not  have  something 
inconvenient  about  it. 
Denis  Diderot 


A  man  is  called  selfish,  not  for 
pursuing  his  own  good,  but 
for  neglecting  his  neighbor's. 
Richard  Whateley 


Nothing  is  enough  to  the 
man  for  whom  enough 
is  too  little. 
Epicurus 


A  covetous  man  does  nothing 
well  till  he  dies. 
Thomas  Wn  son 


The  strongest  phases  ol  our 

new  American  philosophy  are 
the  desire  tor  enormous  business, 
more  wealth  and  less  Libert) 
more  despotism  and  less  freedom 
ot  education,  which  always 
accompanies  the  absolute 
rule  ot  the  tew 

I  Ml  ODOR]    DlU  ls|  R 


.1  kind  ot  spiritual  snobbery 
that  makes  people  think  tlu\ 
i  be  happy  without  money 
i  ki  Camus 


The  opinion  ot  the  public  is  a 
judgment  which  th    honest  man 
should  never  entire.  I  and 

which  he  should  nev< 
Nk  01  \v  Chamfori 


Thoughts 

on  the  Business  of  Life 


//  may  be  that  I  have  a  streak  of  the 
idealist,  a  (/reamer,  a  seer  of  visions. 
Hut  1  certainly  believe  that  in  the 
highest  financial  circles — among  men 
of  multiplied  millions — there  is  now 
traceable  symptoms  of  regeneration, 
of  turning  away  from  the  mad  chase 
after  mammon,  of  a  realization  that  it 
araileth  a  man  nothing  if  he  gains 
millions  and  loses  all  that  life 
possesses.  Measured  by  life's  real 
standards,  by  the  things  thai  count, 
many  of  our  up-tO-tbe-neck,  24-hours- 
a  clay  slates  to  business,  earn 
precious  little  in  a  year 
B.C.  Forbes 


After  hypocrites,  the  greatest 
dupes  the  devil  has  are  those 
who  exhaust  an  anxious  existence 
in  the  disappointments  and 
vexations  ot  business. 
Charles  Caleb  Colton 


There  arc  two  things  to  aim  at 
in  life:  first,  to  get  what 
you  want,  and  after  that 
to  enjoy  it. 
Logan  Pearsall  Smith 


All  idealism  is  talsehood  in 
the  face  ot  necessity. 
Friedrich  Nietzsche 


Time  is  the  incisure  of  business, 
as  money  is  of  wares. 
Francis  Bacon 


than  3,000  "Thoughts,"  indexed  bv 
autl.  '  and  subject,  are  available  m  one  vol 
umt  ■  nuiil  in  blue  cloth  and  stamped  m 
gold  Sent  with  your  order  to:  Forbes 

Subscribei  Service,  60  tilth  Avenue,  New 
York,  v  v  10071  Please  add  sales  tax  on 
orders  in  Nevt  York  state  and  other  states 
where  applicable. 


The  unfortunate  thing  about 
public  misfortunes  is  that 
everyone  regards  himself 
as  qualified  to  talk 
about  them. 
E.M.  Cioran 


All  men  have  happiness 

as  their  object:  there  is 

no  exception.  However  different 

the  means  they  employ, 

they  all  aim  at  the 

same  end. 

Blaise  Pascal 


If  virtue  were  its  own  reward, 
it  would  no  longer  be  a  human 
quality,  but  supernatural. 
Vauvenargues 


Success  generally  depends 
upon  knowing  how  long  it 
takes  to  succeed. 
Montesquieu 


A  Text . . . 

And  I  say  unto  you,  Make 
to  yourselves  friends 
of  the  mammon  of 
unrighteousness;  that,  whei 
ye  fail,  they  may  receive 
you  into  everlasting 
habitations. 
l.i  ke  16:9 


Sent  in  by  Harold  Crown,  Los  Angele: 
Calif  What's  your  favorite  text?  Th 
Forbes  Scrapbook  of  Thoughts  on  the  Bus 
ness  of  Life  is  presented  to  senders 
texts  used. 


Those  who  make  the 

worst  use  of  their  time 

most  complain  of  its 

shortness. 

Iean  de  La  Bruyere 


Living  up  to  ideals  is  like 
doing  everyday  work  with 
your  Sunday  clothes  on. 
Ed  Howe 
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Let's  get  it  together. . .  buckle  up. 

Quality  Network 
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Avarice  is  generally  the  last 
passion  of  those  lives  of  which 
the  first  part  has  been 
squandered  in  pleasure,  and 
the  second  part  devoted 
to  ambition. 
Samuel  Johnson 


A  life  spent  in  constant  labor 
is  a  life  wasted,  save  a  man  be 
such  a  fool  as  to  regard  a  fulsome 
obituary  notice  as  ample  reward. 
George  Jean  Nathan 


There  is  no  moral  precept  that 
does  not  have  something 
inconvenient  about  it. 
Denis  Diderot 


A  man  is  called  selfish,  not  for 
pursuing  his  own  good,  but 
for  neglecting  his  neighbor's. 
Richard  Whateley 


Nothing  is  enough  to  the 
man  for  whom  enough 
is  too  little. 
Epicurus 


A  covetous  man  does  nothing 
well  till  he  dies 
Thomas  Wilson 


The  strongest  phases  of  our 
new  American  philosophy  are 
the  desire  tor  enormous  business, 
more  wealth  and  less  liberty, 
more  despotism  and  less  freedom 
ot  education,  which  always 
accompanies  the  absolute 
rule  ot  the  few. 
Theoim>ri  Dreiser 


It's  a  kind  ot  spiritual  snobbery 
that  makes  people  think  they 
can  be  happy  without  money. 
\i  hert  Camus 


The  opinion  ot  the  public  is  a 
ludgment  which  the  honest  man 
should  never  entirely  accept  and 
which  he  should  never  reject. 
Nu  olas  Chamfort 


Thoughts 

on  the  Business  of  Life 


//  may  be  that  I  have  a  streak  of  the 
idealist,  a  dreamer,  a  seer  of  visions. 
But  I  certainly  believe  that  in  the 
highest  financial  circles — among  men 
of  multiplied  millions — there  is  now 
traceable  symptoms  of  regeneration, 
of  turning  away  from  the  mad  chase 
after  mammoth  of  a  realization  that  it 
availeth  a  man  nothing  if  he  gains 
millions  and  loses  all  that  life 
possesses.  Measured  by  life's  real 
standards,  by  the  things  that  count, 
many  of  our  up-to-the-nech.  24-hours- 
a-day  slaves  to  business,  earn 
precious  little  in  a  year 
B.C.  Forbes 


After  hypocrites,  the  greatest 
dupes  the  devil  has  are  those 
who  exhaust  an  anxious  existence 
in  the  disappointments  and 
vexations  of  business. 
Charles  Caleb  Colton 


There  are  two  things  to  aim  at 
in  life:  first,  to  get  what 
you  want,  and  after  that 
to  enjoy  it. 
Logan  Pearsall  Smith 


All  idealism  is  falsehood  in 
the  face  of  necessity. 
Friedrich  Nietzsche 


Time  is  the  measure  of  business, 
as  money  is  of  wares. 
Francis  Bacon 


More  than  3.000  "Thoughts,"  indexed  by 
author  and  sub  n  one  vol- 

ume bound  in  Wiic  cloth  and  stamped  m 
s<  nd  S18.50  with  your  order  to  Forbes 
Subscribi  60  Fifth  Avenue,  \.  n 

York.  NY.  10011.  Please  add  sales  tax  on 
orders  m  New  York  State  and  other  states 
where  appticab 


The  unfortunate  thing  about 
public  misfortunes  is  that 
everyone  regards  himself 
as  qualified  to  talk 
about  them. 
E.M.  Cioran 


All  men  have  happiness 

as  their  object:  there  is 

no  exception.  However  different 

the  means  they  employ, 

they  all  aim  at  the 

same  end. 

Blaise  Pascal 


If  virtue  were  its  own  reward, 
it  would  no  longer  be  a  human 
quality,  but  supernatural. 
Vauvenargues 


Success  generally  depends 
upon  knowing  how  long  it 
takes  to  succeed. 
Montesquieu 


A  Text . . . 

And  I  say  unto  you,  Make 
to  yourselves  friends 
of  the  mammon  of 
unrighteousness;  that,  when 
ye  fail,  they  may  receive 
you  into  everlasting 
habitations. 
Like  16:9 


Sent    in    by   Harold   Crown,    Los   Angele 
Calif.     What's    your    favorite    text? 
Forbes  Scrapbook  of  Thoughts  on  the  Busi^ 
ness   of  Life    is    presented    to    senders 
texts  used. 


Those  who  make  the 

worst  use  of  their  time 

most  complain  of  its 

shortness. 

Iean  de  La  Bruyere 


Living  up  to  ideals  is  like 
doing  everyday  work  with 
your  Sunday  clothes  on. 
Ed  Howe 
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Allante. 

\n  ultra-luxury  roadster  from  Cadillac  for  those  with  the 

most  discriminating  standards.  Allante.  Designed  and 

handcrafted  by  one  of  the  world's  foremost  automotive 

designers.  The  most  sophisticated  technology  in  its  class. 

Unequalled  comfort  and  unmatched  convenience. 
And  Cadillac's  protocol  to  make  you  the  most  cared-for 

owner  in  the  world. 

Please  call  1-800-333-4C AD  for  product  literature  and 

the  location  of  your  nearest  Cadillac  dealer. 


CADILLAC     MOTOR     CAR     COMPANY 


Speed  Dependent  Damping 
automatically  adjusts  the 
firmness  of  the 
suspension  in  relation 
to  vehicle  speed. 


The  only  way  to  travel  is 
Cadillac  style.™ 


CADILLAC 


Exclusive  tuned  sequential- 
port  fuel-injected  4.5  liter  V8 
rated  at  200  horsepower. 


Hand-selected,  ultra-soft 
Italian  leather  seating  areas 
with  French  seams. 
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In  southwestern  Brazil,  in  the  state  of 
Parana,  not  far  from  the  majestic  roar  of  Iguacu 
Falls,  you  will  find  a  land  so  fruitful,  you  may 
find  it  hard  to  believe  it  was  once  a  wasteland. 

Because  here,  as  far  as  the  eye  can  see,  the 
once  barren  hills  of  Parana  are  now  ringed 
by  soybean  plants  and  a  variety  of  other  crops. 

M.tNl  IIS    \rmtcrdam     Holland    Asuncion     Paraguav    I  Kt-lgium.  Buenos  Aire* 

i   v  \    Madrid     Spate  Miami     is  a    Milan    leal)    Montevideo    Ufugua)  n  *    Panama 


Achieving  this  transformation,  from  wastelar 
to  farmland,  took  years  of  labor  by  a  group 
of  very  dedicated  people.  Brazilian  people. 

And  thanks  to  a  major  investment  in  agricd 
tural  development,  these  people  are  now  findij 
new  and  better  strains  to  make  the  rich  red 
soil  of  Brazil  even  more  productive  tomorrov 

Argentina.  Hamburg  -  Germany,  La  Paz  -  Bolivia,  Lisbon  -  Portugal.  London  -  England   Los  Angeles 
Cil)  ■  Panama.  Pans  -  France.  Oporto  -  Portugal   President  Strocssner  -  Paraguay  Rome  -  Italy.  San 


This  is  Brazil  today.  A  country  whose 
3ride  in  past  accomplishments  is  balanced  by 
i  very  realistic  vision  of  its  needs  for  the  future. 

And  nobody  understands  this  vision, 
}r  the  opportunities  you  can  enjoy  in  Brazil,  like 
ianco  do  Brasil. 

True,  when  some  people  first  see  the 


vast  garden  called  Parana,  they  call  it  a  miracle. 

But  we,  and  the  people  who  farm  this 
land,  know  better. 

No  miracles  here.  Only  hard  work. 


BANCO  DO  BRASIL 


rancisco-  U  S  A  .  Santa  Cruedc  la  Sierra  -  Bolivia;  Santiago  -  Chile;  Singapore  -  Singapore;  Tokyo  -japan;  Vienu  •  Austria  OFFICES:  Abid|an  -  Ivory  Coast;  Beijing-  People's  Republic  of  China;  Bogota  -  Colombia 
Caracas  -  Venezuela;  Chicago  -  U.S.A.:  Hong  Kong  •  Hong  Kong;  Lima  -  Peru:  Manama  -  Bahrain;  Mexico  City  -  Mexico;  Quito  -  Ecuador;  Toronto  -  Canada;  Washington  -  U.S. A  .;  Zurich  -  Switzerland 
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Will  the  health  care  develop- 
ments of  the  future  have  more 
to  do  with  saving  money  than 
with  saving  lives? 

At  the  rate  medical  costs  are 
rising,  there's  no  telling  how  far 
a  company  will  have  to  go  to 
save  money. 

That's  why  CIGNA  is  doing 
something  different.  At  the 
CIGNA  companies,  we  firm- 
ly believe  that  the  quality  of 
health  care  must  not  be  re- 
duced along  with  costs.  Last 
year,  we  saved  our  clients  over 
$600  million  through  our  medi- 
cal cost  containment  programs. 
And  that's  in  a  year  when  na- 
tional health  spending  in- 
creased dramatically. 

Yet  we  demonstrated  that 
we're  equally  committed  to 
providing  high  quality  care.  Our 
case  management  approach, 
for  example,  not  only  reduces 
costs,  but  can  actually  improve 
the  quality  of  care.  We  may  rec- 
ommend transferring  a  patient 
to  a  special  facility  that  costs 
more  on  a  daily  basis,  but  be- 
cause that  patient  is  receiving 
more  appropriate  care,  the  stay 
is  shorter  and  the  net  cost  is  less. 


While  a  "new"  concept  to 
most  companies,  case  man- 
agement has  been  in  practice 
at  the  CIGNA  companies  for 
over  17  years. 

In  fact,  we're  the  top  pro- 
vider in  the  U.S.  for  medical 
management  and  rehabilita- 
tion services. 

And  since  we're  a  single 
source  for  a  full  spectrum  of 
medical  care  and  dental 
options,  we  can  help  compa- 
nies plan  very  cost-efficient 
programs.  Programs  ranging 
from  HMOs  to  group  indemnity 
coverages  to  plans  that  com- 
bine the  advantages  of  both. 

At  CIGNA,  we're  as  concerned 
about  the  right  care  as  we  are 
about  the  bottom  line.  And  we 
can  help  you  with  both.  Write 
the  CIGNA  Companies,  Depart- 
ment R15,  One  Logan  Square, 
Philadelphia,  Pennsylvania  19103. 

Striking  the  right  balance  be- 
tween managing  costs  and 
maintaining  high  quality  health 
care.  It's  one  more  example  of 
CIGNA's  commit- 
ment to  person- 
alized service  to 
business. 
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registered  model  secures 
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Harry  Helecxis 


It  takes  a  tough  journalist 

"How  can  I  get  off  your  list?"  one  of  the  country's  youngei 
billionaires  on  The  Forbes  Four  Hundred  recently  asked  me 
Easy,  is  our  stock  reply:  Lose  your  money,  give  it  away  or  die 
Our  billionaire  reflected  only  a  second  before  deciding  that  it 
was  too  high  a  price  to  pay  for  getting  his  name  dropped.  "In  thai 
case,"  he  said,  "I'd  like  to  get  some  of  my  friends  on  the  list/ 
and  gave  us  names  of  half  a  dozen  promising  prospects. 

We  followed  these  leads,  just  as  we  follow  literally  hundred} 
every  year.  Since  Forbes  pioneered,  in  1982,  the  systematic 
measuring  and  monitoring  of  large-scale  wealth  in  America 
Harry  Seneker  and  his  team  of  reporters  have  been  responsible 
for  deciding  who  does,  and  doesn't,  get  included  among  Thcl 
Four  Hundred.  At  times  like  this  we  think  Seneker  would  make! 
a  good  banker.  He  doesn't  accept  mere  claims  but  looks  hard  a 
both  the  assets  and  liabilities  of  any  Four  Hundred  candidate 
There's  no  fluff  in  our  figures.  One  recent  copycat  "rich  list,"  fo 
example,  says  publish- 
ing's  Newhouse  family 
is  worth  $8  billion.  Sen- 
eker says  that  magazine 
failed  to  take  into  ac- 
count the  possibility  of 
debt  and  a  huge  tax  li- 
ability. Seneker  figures 
that  the  Newhouses  are 
worth  closer  to  $5.2 
billion. 

In  this  endless  fol- 
lowing-up on  tips,  por- 
ing over  documents  and  interviewing  people  in  the  know  abou 
wealth,  Seneker  had  the  help  of  John  Anderson,  Patrice  Duggan 
Dolores  Lataniotis,  Christopher  Palmeri,  Claire  Poole,  and  in 
terns  Kristin  Lipani  and  Gina  Romero,  as  well  as  support  fron 
our  incomparable  copy  desk  and  art,  production  and  photocom 
position  departments.  Additional  acknowledgments,  page  320. 

Do  we  find  all  the  rich  people?  Of  course  not.  The  economy  i: 
too  big,  too  complex.  Drexel  Burnham's  Michael  Milken  once] 
told  an  audience  that  our  list  had  missed  a  few  hundrec| 
ultrawealthy  people.  Maybe  so,  but  we  are  missing  fewer  eacM 
year,  as  our  files  improve  and  our  research  methods  sharpen.  1 
some  figures  are  estimates,  not  audited  totals,  they  are  stil 
close  enough  to  present  a  stunning  mosaic  of  great  wealth 
America. 

An  American  taipan 

Among  the  most  intriguing  new  names  on  the  list  is  billionain 
Charles  Feeney.  While  many  Westerners  complain  they  can' 
sell  to  the  Japanese,  Feeney  and  his  partners  have  built,  fro: 
scratch,  a  company,  Duty  Free  Shoppers  Group  Ltd.,  whosi 
lifeblood  is  the  Japanese  consumer.  "Rich,  ruthless  and  deter 
mined,"  by  Andrew  Tanzer  and  Marc  Beauchamp,  is  full  o 
lessons  for  all  business  people  looking  to  do  business  witl 
Japan.  Starts  on  page  36.  Is  all  this  wealth  really  necessary 
Author  George  Gilder  argues  brilliantly  that  capping  an  individ 
ual's  wealth  would  destroy  this  country's  much-envied  entre 
preneurial  process — but  not  for  the  reasons  usually  given.  Set 
"Tied  to  the  masts  of  their  fortunes,"  page  348. 


Forbes'  Seneker  (center)  and  team 
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The  Galaxis. . .  from  the 
deep  blue  of  dreams  the  very 
essence  of  time  is  captured. 
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materials  expressed  in 
flawless  form  are  made  only 
in  a  strictly  limited  edition. 
Sapphire  treated  to  be  scratch 
and  water  resistant. 
set  in  18K  gold. 
This  exclusive  internationally 
registered  model  secures 
a  special  ten  year  warranty 

It  is  time... It  is  ETERNA 


ETERNR 

608  Fifth  Ave.,  New  York.  NY  10020  (212)  586-5500 
For  catalog  send  $3.75,  Dept.  1000 


Benefit  Package. 


Stone  Container  shareholders  have  benefited  from 
market  appreciation  over  the  past  ten  years  substantially 
exceeding  the  S&P  500  and  the  paper  industry  as  a  who. 
Even  .liter  last  ( )etoher  Nth  and  its  turbulent  aftermath. 
Stone  has  continued  to  outperform  both. 

We're  confident  that  this  record  has  resulted  from 
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focused  strategy  to  grow  in  our  core  businesses — 
ontainerboard,  corrugated  boxes,  and  bags— and  our  long- 
:rm  commitment  to  enhanced  shareholder  value. 

The  past  never  guarantees  the  future,  but  with  these 
indamentals  solidly  in  place  and  exceedingly  favorable 
larket  conditions  for  our  industry,  sales  and  earnings 
nould  achieve  record  highs  in  1988  and  beyond. 

Take  stock  of  Stone  Container. 


Stone 

Container 

Corporation 

INNOVATION  •  QUALITY  •  SERVICE 
Three  little  words,  one  big  commitment 
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NEW  ORLEANS 


Located  on  the  historic  St.  Charles  streetcar  line, 

in  the  heart  of  the  Garden  District. 

minutes  from  the  central  business  district. 

2031  St.  Charles  Aw.  Ne»  Orleans.  LA  70130 

504-524-0581  1-800-952-8092 
A  Member  of  Small  Luxury  Hotels 
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Maltzingto 
the  bank 

Oct.  28,  1985 
Milton  Maltz 


Cleveland-based  Malrite  Commu- 
nications was  riding  high  when 
Forbes  talked  with  chairman  and  con- 
trolling shareholder  Milton  Maltz 
three  years  ago.  Revenues  in  1 984  were 
up  64%  from  1983,  reaching  $64  mil- 
lion, and  cash  flow  was  up  93%.  Mal- 
rite was  enjoying  an  unsurpassed  re- 
cord of  turning  terrible  radio  and  tv 
properties  into  big  moneymakers. 
With  75%  of  the  common  stock,  Maltz 
was  worth  at  least  $71.5  million.  Since 
then  the  picture  has  changed. 

Malrite  began  an  aggressive  expan- 
sion program  in  1986,  spending  $75.3 
million  for  three  underdeveloped 
Capital  Cities/ABC  radio  stations — 
KLAC-AM  and  KZLA-FM  in  Los  An- 
geles and  KKHT-FM  in  Houston. 
Maltz  hoped  to  turn  them  around, 
much  as  he  had  a  little  New  Jersey 
iazz  and  "beautiful"  music  station, 
which  he  bought  in  1983  for  $8.5  mil- 
lion and  turned  into  Top  40  WHTZ- 
FM  (or  Z-100),  New  York  City's  top- 
rated  radio  station.  He  also  bought 
interests  in  two  more  independent  tv 
stations— 70%  of  WOIO-TV  Cleve- 
land and  80%  of  WSTE-TV  San  Juan- 
Ponce,  Puerto  Rico. 

But  Malrite  grew  too  fast.  In  1986 
revenues  reached  a  record  $88.5  mil- 
lion, yet  Malrite  lost  $7.16  million. 
Last  year  sales  rose  to  $97.3  million, 
but  losses  were  still  $6.4  million. 
Malrite  was  strapped  by  development 
costs  at  its  new  stations.  Meanwhile, 
the  Houston  radio  station  was  hurt  by 
the  drop  in  oil  prices  and  the  subse- 
quent drop  in  radio  buys,  the  tv  sta- 
tions by  slow  growth  in  national  spot 
advertising. 

Maltz  tried  selling  off  assets.  He 
gained  $2.2  million  pretax  on  his 
$10.7  million  sale  of  Denver's  KMVP- 
AM  and  KRXY-FM  but  will  lose  $8 
million  on  Houston's  KKHT-FM.  The 
stock,  predictably,  collapsed. 

Now  Maltz  is  trying  to  take  the 
company  private.  In  August  he  offered 
to  buy  all  its  publicly  held  common 
and  Class  A  shares  for  $10.25  each — a 
127%  premium  over  the  recent  low 
tor  the  common  and  a  141%  premium 


over  the  Class  A.  To  finance  the  deal, 
the  Bank  of  New  York  will  put  up 
$170  million,  Shearson  Lehman  Hut- 
ton  will  underwrite  up  to  $90  million 
of  debentures,  and  the  management 
group  will  provide  $60  million. 

But  some  shareholders  are  suing. 
Why?  Maltz'  offer  works  out  to  13% 
less  for  the  common  shares  than  they 
fetched  three  years  ago  and  only  2.5% 
more  than  the  Class  A  shares  were 
worth  when  issued  as  a  stock  divi- 
dend in  1985.  Moreover,  because  the 
company  is  finally  turning  around 
and  is  expected  to  be  profitable  by 
1989,  analysts  figure  shares  are  really 
worth  $16  to  $20  each.  A  group  of 
shareholders  filed  in  Delaware's 
Chancery  Court,  charging  unfairness 
and  a  breach  of  fiduciary  and  other 
duties  by  Malrite  officials. 

And  Maltz?  The  value  of  his  stake 
in  Malrite,  at  the  tender  price,  is  up 
33%  since  the  1985  story,  to  $95  mil- 
lion, even  though  the  stock  is  down 
from  subsequent  peaks.  If  the  deal 
goes  through  and  the  turnaround  is 
successful,  his  stake  in  Malrite  will  be 
worth  even  more  and  he  will  have 
waltzed  off — strike  that,  Maltzed 
off — with  a  nice  piece  of  the  public's 
hopes  for  profit. — Claire  Poole 


Stilla 
rising  star 

Fall  1983 
Red  McComhs 
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Red  McCombs'  one-man  conglom- 
erate, which  consisted  of  23  car 
dealerships,  radio  stations,  a  movie 
financing  company,  cattle,  oil  inter- 
ests, banking,  insurance  and  real  es- 
tate, was  worth  $75  million — $50 
million  shy  of  the  minimum  on  The 
Forbes  Four  Hundred  five  years  ago. 
McCombs'  interests  were  so  numer- 
ous, Forbes  noted,  that  sometimes 
the  only  way  his  wife  learned  about 
his  latest  deals  was  by  reading  the 
morning  paper.  But  McCombs  might 
one  day  yet  be  on  our  list,  we  wrote. 

Since  the  minimum  for  The  Four  ■ 
Hundred  is  now  $225  million, 
McCombs  is  still  somewhat  shy  of 
making  the  list.  The  61 -year-old  Tex- 
as tycoon  has  upped  his  net  worth  to 
an  estimated  $170  million,  maintain- 
ing that   annoying  $50-million-plus 
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FACTS:    Reduces  redness 
dramatically.  Relieves  the  sting  and 
burn  of  razor-sore  skin.  You'll  stop 
hurting.  Fast.  Razor  Burn  Relief 
from  the  Aram  is  Lab  Series. 
Easy-to-use  treatments  that  give 
you  results  right  away. 
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LAB    SERIES 


RAZOR  BURN 
RELIEF 


ARAMIS  LAB  SERIES  •  FRAGRANCE  FREE 


Razor  Burn  Relief  •  Instant  Moisture  Complex  •  Active  Treatment  Scrub  •  Nutriplexx  Thinning  Hair  Supplement 
Nutriplexx  Shampoo  •  Anti-Aging  Supplement  •  Tri-Gel  Shave  Formula  ■  Dual  Action  Face  Soap  •  Skin-Clearing  Solution 


We  counselled  him  on  estate  planning,  his  son  on  tax  matters  and 
taught  his  granddaughter  about  zero-coupon  bonds. Then  we  gave 
them  the  afternoon  off. 

Advising  generations  of  a  family  is  nothing  new  at  U.S.  Trust  (as 
depicted  above  at  our  Managing  Wealth  Seminars).  It's  just  one  example 
of  how  we  provide  our  clients  with  innovative,  comprehensive  service. 

For  more  information  on  U.S.  Trust's  unique  brand  of  investment 
management  services,  contact  Mary  B.  Lehman  at  (212)  887-0446. 

J.S.Trust  Uncommon  expertise  in  managing  wealth. 


Coca-Cola  has  more 

than  one  formula 

for  success. 


CROSS' 


SINCE      1B46 

Coca-Cola  knows  it  i.     a  special  ingredients  to  establish  lasting 
no  in  business.  That's  why  it  gives  valued  associates  gifts  of  Cross 
writing  instruments.  Cross  will  accurately  engrave  your  corporate 
logo  or  provide  personalized  engraving.  For  our  business  gift 
catalog,  write  A.T.  Cross  Company,  56  Albion  Road,  Lincoln, 
Rl  02865  on  your  company  letterhead. 
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gap.  Blame  the  Texas  oil  bust — but 
McCombs  hasn't  let  it  slow  him 
down.  McCombs  is  steadily  increas- 
ing his  empire  of  car  dealerships, 
which  hawk  everything  from  Fords  to 
Hyundais.  He  now  owns  a  part-  or 
whole  interest  in  more  than  30. 

Along  the  way  McCombs  unloaded 
a  few  of  his  assets,  including  a  Colora- 
do ski  resort  and  his  two-thirds  share 
of  the  National  Basketball  Associa- 
tion's Denver  Nuggets,  which  he  sold 
in  1985  for  about  $20  million,  a  $16 
million  profit. 

In  June  McCombs  also  paid  $47 
million  to  buy  a  90%  interest  in  the 
NBA's  San  Antonio  Spurs.  That  gave 
him  some  debt,  but  he  has  a  new 
coach  (Larry  Brown),  number  one 
draft  pick  David  Robinson  and  big 
plans:  "I'm  prepared  to  rebuild  the 
entire  franchise.  I  think  we  can  fill  the 


So  why  is  Red  McCombs 
buying  more  dealerships? 
The  weak  Texas  car  market 
has  forced  others  to  sell 
out— creating  a  perfect 
opportunity  for  bargain 
hunters  like  McCombs.  "We 
still  like  the  dealership 
business,  and  I  see  it 
as  an  opportunity  to 
increase  holdings  in 
those  areas." 

arena  again."  (See  story,  p.  45.)  He's 
also  supporting  Mayor  Henry  Cisne- 
ros'  efforts  to  get  a  65,000-seat  domed 
stadium  built  in  San  Antonio  (citi- 
zens will  vote  on  a  tax  hike  to  raise 
the  necessary  funds  on  Jan.  21). 

Then  there's  a  plan  being  developed 
with  three  partners  to  build  a  pari- 
mutuel  racetrack  along  the  section  of 
Interstate  35  known  as  the  San  Anto- 
nio-Austin corridor. 

Meanwhile,  McCombs'  dealerships 
have  been  struggling.  McCombs 
won't  disclose  figures,  but  he  admits 
sales  dropped  15%  last  year  from 
1986,  and  he  is  expecting  another 
10%  drop  in  1988. 

So  why  is  he  buying  more?  The 
weak  Texas  car  market  has  forced 
others  to  sell  out — creating  a  perfect 
opportunity  for  bargain  hunters  like 
McCombs.  "We  still  like  the  dealer- 
ship business,  and  I  see  it  as  an  oppor- 
tunity to  increase  holdings  in  those 
areas,"  he  says  of  the  bust  from  his 
main  office — in  a  dealership  on  Inter- 
state 10  west  of  San  Antonio.  Texas 
won't  sink  forever,  he  figures. 

As  for  ever  making  The  Four  Hun- 
dred, McCombs  drawls:  "I'm 
trying." — Claire  Poole 
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All  in  the  family? 

Something's  up  at  Central  Newspa- 
pers, the  family-controlled  chain  that 
helped  generate  Dan  Quayle's  for- 
tune. As  has  happened  to  other  media 
dynasties,  pressure  seems  to  be 
mounting  on  family  leader  Eugene  S. 
Pulliam,  Dan's  uncle,  to  realize  share- 
holders' values  in  the  properties.  Cen- 
tral has  very  valuable  monopoly  pa- 
pers in  Indianapolis  and  Phoenix. 

Pulliam — son  of  the  chain's  founder 
and  a  member  of  The  Forbes  Four 
Hundred — was  planning  a  public  of- 
fering last  spring.  But  he  shelved  it 
one  day  after  getting  an  unsolicited 
offer  of  $1.5  billion,  far  above  what 
the  stock  offering  would  have  raised. 
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Central  Newspapers'  big  properties 
Will  Dan  Quayle's  uncle  sell  out? 

The  private  bid  was  said  to  be  from 
Gannett  allied  with  another  newspa- 
per company.  Pulliam  turned  it  down. 

All  was  quiet,  then,  until  late  Sep- 
tember, when  management  at  the 
Phoenix  papers  announced  the  elimi- 
nation of  100  jobs  through  early  re- 
tirements or  "involuntary  termina- 
tions" if  necessary.  This  has  led  to 
rumors  that  the  papers'  management 
may  be  getting  them  in  shape  for  an- 
other IPO  try.  "Our  margins  are  lower 
than  those  of  other  newspapers  our 
size,"  says  Bill  Shovi  a  spokesman 
for  the  Phoenx  papers  Once  margins 
are  increased,  Shove:  implies,  the 
chain  can  sell  aonvotir  ;  stock  to  the 
public  at  a  higher  pi 

One  other  possibility:  Central 
could  sell  the  Phoenix  papers  and 
keep  the  Indiana  properties.  That 
way,  Pulliam  can  buy  ou.  disgruntled 
shareholders  and  maintain  the  fami- 
ly's political  power  base. 

Pulliam  scoffs  at  the  notion  of  split- 
ting the  holdings,  saying  he's  prevent- 
ed from  doing  so  by  a  family  trust. 
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While  the  trust  does  prohibit  selling 
off  the  entire  company,  it's  unclear 
that  it  precludes  piecemeal  asset 
sales.  "In  my  mind,"  says  Pulliam,  it 
prevents  both.  A  court  could  decide 
otherwise.  Lawsuits  may  not  have 
been  filed,  but  there  is  "movement" 
in  that  direction,  insiders  report.  It  is 
said  that  various  charity  stockholders 
are  fed  up  with  Central's  skimpy  divi- 
dends.— Eric  Schmuckler 

Merger  of  convenience 

The  joining  of  publicly  held  Stifel  Fi- 
nancial and  private  Rowland,  Simon, 
both  St.  Louis-based  brokerages,  has 
all  the  markings  of  a  shotgun  wed- 
ding. Stifel  wouldn't  divulge  details  of 
the  cash  and  stock  deal  when  it  was 
announced  in  mid-September,  but  a 
spokesman  said  it  had  pursued  Row- 
land for  most  of  the  summer  in  order 
to  give  Stifel  "an  enhanced  presence 
in  St.  Louis." 

Others  watching  the  local  broker- 
age scene  say  the  deal — for  $2.5  mil- 
lion— was  struck  in  a  hurry  to  save  a 
sinking  Rowland,  Simon. 

What's  Stifel  getting?  None  of  Row- 
land, Simon's  contingent  liabilities, 
which  are  considerable,  and  all  of  its 
assets — a  200-person  sales  force  as 
well  as  cash,  securities,  margin  debits 
and  office  furnishings.  That's  impor- 
tant: Rowland,  Simon's  link  to  a  1987 
pension  fund  fraud  case  keeps  it  under 
a  threatening  legal  cloud  that  Stifel 
would  rather  avoid. 

Will  Rowland,  Simon  prove  to  be  an 
astute  acquisition?  Brokerage  analyst 
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Perrin  Long  says  none  of  Stifel's  previ- 
ous acquisitions — mostly  small,  ob- 
scure firms — has  "amounted  to  a  hill 
of  beans." 

The  firm  is  paying  approximately 
1.1  times  book  value  to  buy  Rowland, 
Simon,  but  that  book  value  was  dwin- 
dling fast.  Insiders  say  Rowland,  Si- 
mon lost  over  $400,000  in  the  first  six 
months  of  this  year.  Stifel  lost  $1.6 
million  in  its  1988  fiscal  year.  There 
will  be  economies  of  scale  in  the 
merger,  but  if  the  retail  brokerage 
business  doesn't  improve,  Stifel  may 
find  itself  on  the  block. 

Khashoggi,  deadbeat 
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Defendant  Adtian  Khashoggi 

A  whole  new  meaning  to  "jet  set." 

What  happens  when  the  reputed 
"richest  man  in  the  world"  hits  the 
skids?  He  relies  on  the  kindness  of 
strangers. 

That's  the  story  in  a  civil  suit 
brought  by  Manhattan  travel  agent 
Mill-Run  Tours  against  the  formerly 
eminent  Adnan  Khashoggi.  According 
to  the  court  papers,  Khashoggi,  for  his 
family  and  pals,  bought  about 
$700,000  worth  of  airline  tickets  from 
Mill-Run  between  1984  and  1987,  and 
never  quite  paid  for  them.  Many  of 
these  tickets  were  for  Khashoggi 's 
personal  friends  to  use  to  fly  to  his 
swank  50th-birthday  bash  in  Mar- 
bella,  Spain  in  1985.  One  of  those 
friends,  Mary  Hart,  co-anchor  of  "En- 
tertainment Tonight,"  allegedly  owes 
some  $13,000  for  airline  tickets,  land- 
ing her  as  one  of  the  named  defen- 
dants in  the  case. 

As  his  cash  flow  slowed  to  a  trickle, 
it  appears  Khashoggi  was  even  having 
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Without  it  I  felt  naked, 
ut  there  are  places  where  you  have 
to  forget  time. 

My  Mariner  SG®  and  I  have 
mbed  Mont  Blanc  and  descended 
D  feet  beneath  the  Caribbean  Ocean. 

I  swim  with  it,  I  play  squash  with  it 
d  I  sleep  with  it.  Until  a  few  weeks 

0  we  were  inseparable. 

The  Mariner  is  that  kind  of  watch. 

If  someone  had  ever  suggested  I 

uld  g,o  an  hour  without  being,  able  to 

1  the  time  with  a  glance  at  my  wrist,  I 
)uld  have  scoffed  at  them. 

So  you  have  to  assume  that  some- 
ing,  remarkable  must  have  occurred 
make  me  abandon  my  trusty  time- 
eper  for  48  hours. 

Believe  it  or  not  it  was  a  lady. 

Obviously  no  ordinary  lady 

After  six  months'  serious  courting, 
e  decided  she  knew  me  well  enough 
pass  an  opinion  on  my  mental  well- 
ing,. 

"You  need  a  break"  she  announced. 

I  explained  that  a  number  of  impor- 
it  deals  made  that  prospect  impos- 
)le  for  quite  some  time. 

"Give  me  just  two  days  and  I'll  fix 
■u  up  like  new,"  was  her  response. 

Knowing,  that  I  would  never  be  too 


far  from  a  facsimile  machine  I  agreed 
in  principle  to  two  days  vacation  of  her 
choosing,.  But  she  had  other  surprises 
in  store  for  me. 

When  the  time  came  to  jump  on  the 
plane  for  her  remote  tropical  island 
she  g,rasped  my  wrist  and  attempted  to 
unlatch  the  smooth  stainless  steel 
clasp  on  my  watch. 

"No  you  don't,"  I  warned. 

"You  can't  possibly  relax  to  a  sched- 
ule," she  responded,  "the  watch  just 
has  to  g,o." 

I  explained  to  her  that  my  Concord 
Mariner  went  wherever  I  went. 

And  that  this  was  no  ordinary 
wristwatch,  but  a  famous  piece  of 
Swiss  craftsmanship  that  had  become 
a  talisman  to  me. 

But  she  couldn't  understand  how 
anybody  could  become  so  attached  to  a 
wristwatch. 

So  we  made  a  deal.  But  that's  an- 
other story. 
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CONCORD, 

WATCH 
MAKERS 

To 
THE  GENTRY® 

SINCE    1908 


FOR  BROCHURE  SEND  $3  TO  CONCORD.  DEPT  VO.  650  FIFTH  AVE  .  NEW  YORK.  NY  10019 
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I     A  Safety  Pin 

j  IsntABigThin 

Until 
!   Y)u  Need  One 

LU 

„,  Sometimes  the  success  of  a  business  trip  or  social  event  hangs 

by  a  thread. 
<  And  nobody  knows  that  better  than  the  doorman  of  one  of  our 

,1  Sheraton  hotels  in  Los  Angeles. 

o  He's  seen  fallen  hems  plunge  the  most  confident  executives  into 

the  depths  of  despair. 
K  Broken  zippers  make  the  most  intrepid  leaders  of  industry  lose 

z  their  grip. 

And  missing  buttons  and  open  seams  take  the  glitter  out  of 
countless  gala  evenings. 

That's  why  he  always  keeps  a  supply  of  safety  pins  tucked  behind 
o  his  lapel. 

z  This  instant  tailoring  and  repair  service  certainly  isn't  one  of  his 

x  "official''  duties.  But  it  is  a  reflection  of  how  much  he  and  his  fellow 

Sheraton  employees  care  about  our  guests. 

Whether  you  want  a  document  typed  late  at  night  or  simply 
Z  another  cup  of  coffee  in  the  morning,  there  are  Sheraton  people  ready 

to  go  that  extra  step  to  help  meet  your  needs. 

Because  even  though  we're  a  worldwide  hotel  group  with  nearly 
z  r>00  hotels  in  58  countries,  there's  one  thing  a  Sheraton  employee  never 

°  ^ets-.  when  it  comes  to  our  guests,  little  things  mean  a  lot.      (Z^l 

«  Call  Sheraton  at  800-325-3535.  *£& 

Or  call  your  travel  agent.  SheratOTl 

The  hospitality  people  of 
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This  true  story  took  place  at  the  Sheraton  Grande  Hotel.  Los  Angeles,  California.  ©  1988  The  Sheraton  Corporation. 
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Acoountemps 

rated  best  by  more 

than  5  to  1  in  an 

independent  national 

survey 


Results  of  a  survey  by  Burke  Marketing 

Research  on  temporary  services  specializing 

in  accounting  and  bookkeeping  personnel. 

The  percentages  reflect  only  the  six  map'  specialists 
m  financial  accounting  and  bookkeeping  positions 

Personnel  directors  of  a  cross-section  of  large  corporations 
were  asked  this  question: 

"In  your  opinion,  of  the  temporary  services  specializing  in 
accounting  and  bookkeeping  personnel,  which  one  is  best?" 

The  result:  Accountemps  was  rated  best,  by  more  than  5  to  1 
over  the  next  national  temporary  specialist  in  accounting  and 
bookkeeping  personnel. 

Next  time  you're  s^orthanded,  or  have  projects  requiring 
experienced  accountants  or  bookkeepers,  call  Accountemps, 
the  temporary  specia  ist  rated  best  by  the  personnel  experts. 
Accountemps,  a  part  of  the  Robert  Half  organization,  has 
130  offices  on  three  continents. 

accountemps. 


Where  Second  Best  Is  Not  Good  Enough 
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trouble  paying  Con  Ed  and  AT&T.  Sc 
he  allegedly  charmed  Mill-Run  intc 
paying  the  $72,000  in  utility  bills  he'd 
racked  up  at  his  New  York  pad  in  the 
Olympic  Tower.  By  this  time,  even 
Mill-Run  knew  it  was  in  trouble.  A 
$276,000  Khashoggi  check  drawn  on  a 
Monte  Carlo  branch  of  Societe  Gener- 
ale  had  bounced.  Finally,  Mill-Run's 
munificence  came  to  an  end.  But  get 
ting  much  back  from  the  elusive  for- 
mer arms  dealer  won't  be  easy.  Serv 
ing  him  with  legal  papers  was,  un 
doubtedly,  tough  enough. 

Citicorp  defection? 

John  Reed's  right-hand  man,  Law 
rence  Small,  may  be  eyeing  the  top  job 
at  beleaguered  Manufacturers  Hano 
ver  Trust.  Small,  47,  has  made  a  name 
for  himself  at  Citi  as  hatchet  man 
extraordinaire,  slicing  5,000  jobs  from 
Citi's  commercial  banking  operations 
worldwide.  Clearly  able,  Small  is 
Reed's  junior  by  only  two  years,  so  it 
seems  unlikely  he'll  get  his  shot  at 
the  big  bank's  throne. 

Another  reason  to  defect?  Insiders 
point  out  that  Small's  banking  empire 
may  be  getting  smaller.  In  an  August 
meeting  with  stock  analysts,  Reed 
said  that  consumer  banking  could 
contribute  70%  of  Citi's  profits  in 
coming  years,  versus  less  than  50% 
today.  This  pretty  clearly  implies  that 
Small's  commercial  operations  would 
be  contributing  less.  At  Manny 
Hanny,  meanwhile,  Chairman  John 
McGillicuddy,  57,  could  surely  use 
some  help  topside.  Small,  Citibank 
and  Manny  Hanny  all  deny  that  Small 
is  considering  a  change. 

Splitsville,  U.S.A. 

Raoul  Felder  is  the  divorce  lawyer  of 
choice  for  many  of  the  power  set. 
He's  represented  dozens  of  the  rich 
and  famous  during  the  30  years  he's 
been  practicing;  clients  have  included 
late  real  estate  billionaire  Sol  Gold- 
man, two  ex-wives  of  financier  Saul 
Steinberg  and  a  member  of  the  New- 
house  publishing  dynasty.  Felder's  di- 
vorce practice  is  now  the  nation's 
largest,  grossing  him  some  $15  mil- 
lion per  annum. 

Business  is  so  brisk,  in  fact,  that 
Felder  is  going  "tricoastal."  He's 
about  to  announce  affiliations  with 
three  firms  in  cities  where  he  already 
does  a  lot  of  business:  Beverly  Hills, 
Palm  Beach  and  West  Orange,  N.J. 
Felder  figures  he  will  spend  three  days 
a  month  in  each  office,  overseeing 
case  work  and  holding  clients'  hands. 
So  for  some,  breaking  up  will  be  easier 
to  do.— E.S. 
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Business  Becomes  Pleasure 
When  You  Travel  With  The  Right  Company. 


Air  France's  "Executive  Europe"  offers  business  travelers  the  ultimate  standard  of  style 
and  convenience  all  over  Europe.  Fly  in  the  comfort  of  Concorde,  Premiere,  or  Le  Club 
class  and  a  full  range  of  services  can  be  yours:  exclusive  savings  on  Executive  Car 
limousine  service  in  major  European  destinations;  preferred  RSVP  service  with  Hotels 
Meridien  .free  luxury  car  upgrades  with  Hertz ;  and  much  more .  For  details .  phone  your  travel 
specialist  or  call  1-80O-AF-PARIS.  Air  France  is  a  partner  in  Mileage  Plus  and  OnePass. 


Executive  Europe's  network  serves  you  in 
these  and  other  Air  France  European  cities: 


AMSTERDAM 

COLOGNE 

HELSINKI 

NUREMBURG 

ATHENS 

COPENHAGEN 

LISBON 

OSLO 

BARCELONA 

DUSSELDORF 

LONDON 

PARIS 

BASEL 

FLORENCE 

LYON 

ROME 

BERLIN 

FRANKFURT 

MADRID 

ROTTERDAM 

BOLOGNA 

GENEVA 

MARSEILLE 

STOCKHOLM 

BONN 

GENOA 

MILAN 

STUTTGART 

BORDEAUX 

GOTHENBURG 

MUNICH 

TOULOUSE 

BREMEN 

HAMBURG 

NAPLES 

VIENNA 

BRUSSELS 

HANOVER 

NICE 

ZURICH 

THE  FINE  ART 
WS  OF  FLYING 


Executive  Car 


***  *  * 
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Invention  of  "thin-film  "  read- 
it  rite  technology/or  disk  and 
tape  storage. 


First  fabrication  of  four- 
million-bit  memory  chips 


Advanced  "resistive  ribbon  " 
printing  technology. 


Most  advanced,  uidelyi 
architecture  for  compute 
networks. 


"What  does  all  this  do  for  me?"  I 

Our  customers  are  practical  people.  They  believe  in  results.  And  so  do  we 

rhat's  why  IBM  technology,  like  that  pictured  here,  is  intended  to  offer 
solutions  to  our  customers. 

For  example,  our  customers  can  file  billions  of  characters  of  informatio 
and  retrieve  three  million  characters  per  second,  for  a  fraction  of  what  it 
cost  ten  years  ago-thanks  to  IBM's  leadership  in  disk  storage  systems. 

Customers  i  sing  relational  data  bases,  invented  by  IBM,  can  update 
and  retrieve  data  simply  by  telling  their  computers  what  they  want  to  do, 
not  how  to  do  it. 
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Device  with  the  densest 
"packaging"  of  high- 
performance  computer  logic. 


Invention  of  most  major 
magnetic  disk  technologies. 


Relational  data  base— the 
most  convenient  nay  tofde, 
modify  and  retrieve  computer 
information. 


And  people  will  benefit  from  our  pioneering  development  of  the  four- 
llion-bit  memory  chip. 

It  holds  the  equivalent  of  400  pages  of  double-spaced  typewritten  text, 
d  "reads"  it  all  in  one  quarter  of  a  second. 

Technology  like  this  is  helping  customers  of  all  sizes— in  industry, 
ence,  government  and  education— solve  problems. 

Because  IBM  is  committed  to  leadership  in  state-of-the-art  technology, 
r  customers  can  depend  on  us  to  offer  more  state-of-the-art  solutions, 
lats  IBM  technology  at  work.  ==.^^ 
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from  Number  One  Wall  Street 


Capital  markets  financing.  At 
Irving  Trust,  it's  global  business. 

"Our  worldwide  capital  markets  operations  and  Irving  Trust's  far-reaching 
correspondent  banking  network  allow  us  to  offer  financing  on  a  global  scale," 
says  David  A.  Bartsch,  Senior  Vice  President. 

We  design  financings  that  are  individualized  for  each  client,  provide  advice 
on  transaction  structure  and  funding  alternatives,  then  follow  through  with  a 
commitment  and  continuity  that  distinguish  Irving  Trust  from  other  banks. 

We  draw  on  the  full  range  of  Irving  Trust  people  and  resources  to  assist  a  varierj 
ol  companies  meet  their  total  financing  needs.  With  syndicated  loans,  competiti 
bid  facilities,  fixed  rate  loans  with  swap  options,  ESOPs,  recapitalizations  and 
more.  And  with  special  expertise  in  utilities,  transportation,  aircraft,  acquisitior 
and  project  financing. 

Irving  Trust,  One  Wall  Street,  New  York,  NY  10015.  212/635-8250. 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  RACE  TO  MAKE  SUPERCONDUCTIVITY  PRACTICAL 

s  one  we  just  cannot  afford  to  lose  or  even  long  to  flag  in.     provide  whatever  leadership  is  required  to  be  sure  the 

Jltimately,  it  couldhave  the  biggest  impact  since  the  wheel.     U.S.A.  doesn't  play  second  fiddle  or  fiddle  around  while 

Let's  hear  from  the  presidential  candidates  that  they  will     others  get  an  armlock  on  superconductivity  breakthroughs. 

THE  BABY  DROUGHT'S  OVER 

Happy  baby  days  are  here  again! 

The  huge  number  of  post-World  War  II  baby-boomer 
babies  largely  laid  off  having  huge  families.  The  result  has 
been  a  real  dearth  for  those  dependent  on  Young  numbers — 
horn  colleges  to  clothiers,  to  housers  and  feeders,  etc.  But  in 


1987  we  had  more  babies  than  any  other  year  since  196^ 
3,829,000  wee  criers-  —though  after  such  a  lengthy  deficien- 
cy it  will  not  fill  all  our  needs  (see  Fact  and  Comment  11). 

It's  still  great  news,  'cause  we're  shorthanded  in  these 
days  of  Reagan-Bush  growth. 


ONE  FORM  OF  SEXUAL  DISCRIMINATION  THAT  WE'D  DO  AWAY  WITH 


if  we  could  think  of  how,  would  be  the 
lifespan  difference. 

Women  live  years  longer  than  men. 

Is  it  just  because  we  males  wear  out 
sooner?  Or  rather  that  they  wear  us  out 
quicker  providing  them  with  tender  lov- 
ing care? 

Anyway,  the  net  result  is  oft  as  depict- 
ed in  this  Right-On  New  Yorker  cartoon. 


"Someday,  son,  all  this  will  belong  to  your  wife!" 
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FORBES  FOUR  HUNDRED:  WHO'S  NEW  AND  WHY  THE  DROPPED  WERE 


On  this  year's  Forbes  Four  Hundred  roster  of  the  richest 
people  in  America,  there  are  52  new  faces. 

Of  the  down  and  out,  only  4  dropped  off  because  they 
dropped  dead. 

Fifteen  moved  sideways — no  longer  eligible  alone  for  the 
Four  Hundred  but  folded  into  Family  fortunes.  Eleven 
were  just  nosed  out.  The  fortunes  of  22  suffered  such  stock 
market  attrition  they  weren't  even  close  this  year. 

Of  the  52  new  faces  in  the  Four  Hundred  Class  of  '88,  14 
have  actually  undergone  face-lifts.  They'd  been  in  before, 
fell  out  and  are  back  looking  like  new. 


First-timers  number  38. 

It's  interesting  to  note  that  this  year  it  takes  $225 
million  to  be  included — the  same  as  in  1987.  This  in  spite 
of  the  fact  that  last  year  the  lists  closed  just  two  weeks 
before  the  Dow  went  over  the  Oct.  19  precipice — a  discom- 
bobulation  reflected,  of  course,  this  time  around. 

As  we  observed  here  last  October:  "It's  this  very  element 
of  volatility  that  most  dramatically  demonstrates  what's 
key  to  America's  extraordinary  economic  strength:  Any- 
one has  the  opportunity  to  Make  It,  and  no  one  who's  Got 
It  can  be  sure  or  insured  he'll  keep  it." 
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IT'S  HARD  NOW  TO  REALIZE 

and  the  advertisements  depicting  them  have  engrossed 
Americans  for  nearly  a  century.  Our  nation's  consum- 
ing romance  started  with  the  Model  T  Ford,  and  only 

two  world  wars 
and  the  Depres- 
sion's devastation 
gave  it  pause.  And 
then  only  for  their 
durations. 
The  headiness  of 
"4-passenger  excursion  carriage"  lt  all  during  the 
first  three  decades  is  brought  back  with  a  rush  in  a 
colorful  120-page  book,  The  American  Automobile,  by 
Yasutoshi  Ikuta  (Chronicle  Books,  $  14.95).  The  book 
consists  mostly  of  splendidly  reproduced  automobile 
advertisements.  These  begin  with  the  first  auto  ad, 
which  appeared  in  1902  for  the  Haynes-Appcrson  and 
featured  the  12hp,  four-passenger  Surrey  model  steered 
by  a  rod,  for  $1,800. 

Over  180  separate  U.S.  automakers  turned  out  pas- 
senger cars  during  the  ensuing  34  years  that  this  book 
spans. 

At  the  start  of  this  century,  of  our  8,000  cars,  5,000 
were  run  by  steam.  Soon  the  steamers  lost  favor  to 
newborn  electric  automobiles — smooth,  quiet,  crank- 
less,  tameless  and  able  to  go  60  miles  on  an  overnight 
charge.  Then  the  gasoline  engine  took  command.  By 
1905  at  the  Madison  Square  Garden  Automobile  Show, 
of  212  cars  exhibited,  177  ran  on  gas,  31  were  electric 
and  4  still  steamed. 

The  two-passenger  Oldsmobilc  Runabout  cost  S650. 
The  Peerless  sold  tor  $6,000,  and  the  imported  Mer- 
cedes $7,500.  Ninety  percent  of  all  automobiles  were 
open,  and,  to  de.il  with  the  dust,  "women  drivers  and 
passengers  donned  lmen  dusters  .overcoats)  and  wide- 
brimmed  hats  tied  down  with  scarves,  thereby  start- 
ing .i  fashion  trend  that  swept  the  country.  In  fact,  the 


HOW  TOTALLY  AUTOMOBILES 

early  age  of  automobiles  is  often  called  the  'days  of 
the  linen  duster.' 

"In  1909  a  group  of  four  women,  led  by  a  Miss 
Ramsey,  drove  from  New  York  to  San  Francisco  in  the 
then-unbelievable  time  of  53  days,  an  achievement 
celebrated  all  across  the  country." 

Up  until  World  War  I  halted  automobile  making  in 
1917,  Henry  Ford's  Model  T  dominated  the  country, 
and  Ford's  assembly  line  conception  and  single-color 
insistence  made  them  available  under  $500. 

After  the  war,   Alfred  Sloan  created  the   General 
Motors  management  concept,  and  what  enabled  GM 
to  overtake  Ford 
was  not  its  mod- 
els as  much  as  it 
was  the  introduc- 
tion   of    the    in- 
stallment     plan. 
By      1925      two- 
thirds    of    GMs'  B.C.  Forbes  in  his  Model  T 
sales  were  "Drive  Now,  Pay  Later,"  and  the  interest  on 
the  installment  plan  greatly  swelled  company  profits. 

But  Henry  was  having  none  of  that  installment 
stuff.  "To  go  ahead  and  enjoy  oneself  without  having 
finished  payment  is  immoral,"  he  said.  Even  the 
reduction  of  the  Model  T  in  price  to  $260  could  not 
save  it,  and  by  1927  the  last  of  15  million  T's  came  off 
the  assembly  line. 

By  1929  the  country  was  producing  5,360,000  cars, 
fabulously  portrayed  through  advertisements  in  ro- 
mantically beguiling  language  and  settings  that  really 
moved  the  merchandise.  Then  came  the  Depression; 
production  dropped  75%  and  dozens  of  makers 
tailed — Auburn,  Ducsenbcrg,  Franklin,  Marmon, 
1'ieice-Arrow,  Stutz. 

This  lovely  publication  delightfully  portrays  a  part  of 
America's  history  of  unique,  dominating  significance. 
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SHOULD  MERV  GRIFFIN  NOW  ANTE  UP  TO  BOB  HOPE? 


The  great  Hope  is  one  of  our  most  valuable  national 

easures — though  I  doubt  if  he  would  like  to  be  kept  in 
ort  Knox  along  with  all  our  other  bullion.  Recently,  he 
ras  interviewed  on  Nightwatch  by  Charlie  Rose  and  this 
'as  part  of  the  conversation: 

Charlie  Rose:  Mr.  Hope,  I  read  this  article  about  how 
ch  you  are. 

Bob  Hope:  It's  a  lie;  it's  a  lie. 

Rose:  Why  do  they  come  up  with  these  wonderful  num- 
ers,  I  mean,  because  you're  almost  as  rich  as  Merv. 

Hope:  I  told  Malcolm  Forbes  a  few  years  ago,  I  said  .  .  . 

Rose:  He  said  it  was  $500  million. 

Hope:  No,  well,  originally  he  did,  but  if  I  was  worth  that 
luch,  I  wouldn't  have  visited  Vietnam,  I  would  have  sent 
jr  it. 

He  came  down  to  two,  and  I  finally  got  him  to  a  hundred 
nd  eighty. 

I  sat  at  the  table  with  him  in  Palm  Springs  at  the 
Valter  Annenbergs'  New  Year's  party  for  the  Reagans. 
Vhen  I  got  up  to  say  a  few  words  I  said,  "I  feel  kind  of 
unny  because  I'm  sitting  across  from  Malcolm  Forbes 


and  he  keeps  looking  at  me  saying,  'I  know  what  you're 
worth.'  But  I'm  not." 

Rose:  Now,  how  about  Merv  Griffin's  worth? 

Hope:  I  saw  Merv  the  other  night  and  asked  him  for  a 
few  dollars.  I  did  his  show  for  so  many  years  for  nothing. 

Rose:  Nothing? 

Hope:  And  now  Merv  is  fat. 

Rose:  He  owns  everything. 

Hope:  He's  got  everything.  He  just  bought .  .  . 

Rose:  Resorts  International. 

Hope:  And  I  told  him  I  was  playing  Atlantic  City.  He 
said,  "Don't  do  it  again  unless  you  do  it  for  me."  Imagine 
me  going  to  work  for  him!  I'd  like  to  get  paid  once  by  Merv. 

*  *  * 

I  was  flattered  to  be  invited  on  several  occasions  to 
appear  as  a  guest  on  Merv's  delightful  TV  hour  and — for 
good  reason — the  thought  of  being  paid  never  occurred  to 
me.  But  knowing  Bob's  great  cents  of  value,  I  was  flabber- 
gasted that  be  had  done  his  Merv  stints  for  free.  Don't  you 
think  on  the  replays  Merv  might  ante  up  some  sort  of 
residual  to  poor  Bob? 


TRYING 

precedes  succeeding. 


NOTHING  EXCEEDS 

like  $ucce$$. 


BOOKS 
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•  Old  Money:  The  Mythology  of 
America's  Upper  Class — by  Nelson 
W.  Aldrich  Jr.  (Alfred  A.  Knopf, 
$19.95).  A  fascinating  contemplation 
of  the  Old  Money  navel  by  one  whose 
umbilical  cord  was  once  firmly  at- 
tached. A  sometimes  funny,  some- 
times  scathing,    sometimes   sympa- 


hetically  insightful  examination  of  the  airs  acquired  "to 
egitimize  and  solidify  Old  Money's  otherwise  question- 
ible  status,"  in  the  words  of  the  book  jacket.  The  riches 
bequeathed  to  the  American  heirs  and  heiresses  for  sure 
ion't  ensure  happiness.  Nor  will  Mr.  Aldrich's  shrewdly 
witty  social  history  make  them  more  so. 
Excerpts:  For  many  Old  Money  beneficiaries,  a  life  spent 
without  having  to  take  the  risk  of  paying  the  cost  of 
zonsequencesis,  quite  simply,  an  inconsequential  life.  .  .  . 
In  a  boarding  school  there's  no  privacy,  no  money,  and  no 
help,  except  from  the  larger  family  of  the  school  itself. 
There's  no  dreamy  solitude,  no  slack  time,  no  lazing 
iround.  One's  entire  life  is  spent  in  public,  perform- 
ing. .  .  .  The  distinctions  between  native  old  families  and 
■summertime  old  families  produce  some  of  the  most  deli- 
neate and  painful  dramas  in  American  social  life.  The 
summer  folk  love  the  natives:  love  them  as  they  love  their 
nannies,  their  views,  and  their  Winslow  Homers.  What 
the  natives  feel  for  the  summer  people  is  harder  to  de- 
scribe. Whatever  it  is,  it  is  not  acceptance.  .  .  .  "I've  been  a 


Republican  all  my  life,"  {said  my  Grandpa.  "Bur/  I 
couldn't  vote  for  Mr.  Nixon.  Good  heavens,  how  can  one 
vote  for  a  man  who  has  to  shave  three  times  a  day!" 
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Blue  Blood — by  Craig  Unger  (Wil- 
liam Morrow  &  Co.,  $19.95).  A  spec- 
tacularly tragic  example  of  how  a  Four- 
Hundred-sized  fortune,  bequeathed  to 
a  second  wife,  magnified,  distorted, 
finally  destroyed  that  life  and  rerouted 
multiple  others.  Not  a  happy  tale. 

Excerpts:  "Rebekah  I Harkness' I  prob- 
lem," says  one  of  her  lovers,  "was  that  she  really  was  the 
American  dream.  Rebekah  was  the  pursuit  of  happiness. 
But  only  the  pursuit  is  fun.  After  the  dream  comes  true,  it 
becomes  a  nightmare." .  .  .  /Rebekah's  daughter/  Edith 
confided  that  it  was  because  of  Rebekah  that  she  had  had 
eighteen  years  of  psychoanalysis.  "Eighteen  years!"  the 
friend  said.  "Edith,  that's  ridiculous.  At  most  you  needed 
two  years. "  "I know, "  Edith  replied.  "But  which  two!"  .  .  . 
Often  when  Rebekah  was  depressed — several  times  a 
day— she  phoned  Frank  Andrews,  a  man  in  his  thirties  who 
reportedly  read  palms  and  tarot  cards  for  Yoko  Ono, 
Christina  Ford,  and  Princess  Grace.  Frequently,  she  was 
desolate.  "Lie  to  me,"  she  told  him.  "Tell  me  somebody 
loves  me." .  .  .  Martha  Graham,  like  all  the  other  great 
choreographers  who  passed  through  Rebekah 's  doors,  end- 
ed up  leaving  in  consternation.  "That  woman  has  a  lot  of 
money,"  Graham  told  a  colleague.  "But  she  will  never 
have  what  she  wants.  All  she  wants  is  to  be  a  swan. " 
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Management  must  guide  the  forces  of  change...'] 

— John  W.  Teets,  Chairman 


n 


For  a  copy  d  Greyhounds 
latest  annual  report  write  to 
Public   Relations. 
1618  Greyhound  Tower. 
Phoeret.  Arizona  85077 


The  Greyhound  Corporation  has  been  recast  From 
'  i  tcible  of  change  has  emerged  a  new  Greyhound, 
tempered  for  strength  and  reshaped  for  the  future 

The  pb  of  management  always  has  been  to  see  the 
..om}  vany  not  as  it  is,  but  as  it  can  grow  to  be.  The  new 
hound  is  the  result  of  this  vision,  built  through  a  five- 
?structunng  program 
rd  choices  were  faced,  tough  decisions  were 
maot;  Subsidiaries  with  annual  sales  of  $3  billion, 


including  the  companys  nationwide  bus  line,  were 
divested  At  the  same  time,  new  businesses  with  ex- 
cellent growth  and  profit  potential  were  established 
or  acguired. 

For  example,  Purex  household  and  laundry  pro* 
ucts  were  added  to  the  personal  care  and  packagec 
foods  brands  of  Greyhounds  Dial  Corporation  Rerr 
Cruise  Lines,  the  official  cruise  line  of  Walt  Disney 
World,  was  launched.  Dobbs  food  service  for  air 


avelers  was  acquired,  complementing  Greyhound's 
:isting  airport  and  food  service  businesses.  General 
otors'  RTS  transit  bus  manufacturing  and  parts  opera- 
m  was  purchased  to  expand  Greyhound's  top-ranked 
tercity  coach-building  business. 

Today,  Greyhound's  four  business  segments  — 
'xisumer  products,  services,  transportation  manufac- 
ring  and  financial  —  produce  revenues  at  a  $3  billion 
iinualrate 


With  the  restructuring  of  Greyhound's  core  busi- 
nesses completed,  management  is  concentrating  on 
further  improvement  of  operating  returns.  Change  is 
inevitable,  and  management  must  guide  the  forces 
of  change  to  create  value  for  shareholders. 

At  Greyhound,  we  believe  in  renewing  the  com- 
pany day  by  day. 

The  Greyhound  Corporation 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Top  Dog 

A  currently  popular  T-shirt  has  it: 

WHOEVER  HAS  THE  MOST  THINGS  WHEN 
HE  DIES,  WINS. 

— Money  Angles,  by  Andrew  Tobias 

Stallone  on  $ 

Money  does  not  bring  peace  of 
mind.  Actually,  money  brings  about 
more  problems.  Everything  is  magni- 
fied a  hundred  thousand  times.  That's 
not  to  complain,  but  once  you  make  a 
fortune,  you  think  that  it  becomes  all 
green  lights  and  blue  skies.  That's  not 
true.  As  a  matter  of  fact,  it  brings  out 
some  of  the  most  vile  characteristics 
of  other  people's  personalities  that 
you  can  imagine. 

— Sylvester  Stallone,  US  magazine- 
Early  Men's  Lib  (c.1905) 

Men  of  no  social  distinction  have 
frequently  become  prominent  in  Soci- 
ety by  marrying  women  of  breeding. 
The  Vanderbilts,  the  Astors,  the  Bel- 
monts  and  other  present  leaders  have 
attained  their  station  through  the  in- 
fusion of  aristocratic  blood  into  their 
lines  through  marriages  with  the  old 
families.  Their  wives  made  them. 

— Top  Drawer,  by  Mary  Cable 

That  Old  Ennui 

One  factor,  above  all,  helped  to 
stave  off  boredom  the  never-ending 
pursuit  of  novelty.  "What  do  vou  have 
that's  new  ,md  beautiful  today?" 
Grace  Wilson  Vanderbilt  would  en- 
quire of  the  clerks  .n  tiffany's,  on 
Fifth  Avenue  Some  took  advance  pre- 


cautions against  the  malaise:  At  his 
villa  at  Californie,  on  the  heights 
above  Cannes,  the  Russian  Prince 
Cherkassy  employed  48  gardeners  to 
change  the  flower  beds  overnight  and 
thus  surprise  him  each  dawn. 

— The  Rainbow  People, 
by  Richard  Collier 

Stamina 

American  billionaires  are  a  notori- 
ously long-lived  bunch.  Knowing  they 
can't  take  it  with  them,  they  seem 
collectively  determined  to  hang  on  to 
it  as  long  as  possible,  and  most  have 
taken  steps  to  ensure  their  own  longev- 
ity. John  D.  Rockefeller's  answer  was 
mother's  milk.  Daniel  Ludwig's  seems 
to  be  buttermilk  and  bananas.  Only 
Howard  Hughes,  his  body  wasted  by 
drugs  and  neglect,  did  not  make  it  into 
advanced  age,  but  even  he  reached  his 
allotted  threescore  and  ten. 

— The  Invisible  Billionaire 
Daniel  Ludwig,  by  Jerry  Shields 

Rich  Hardships 

For  some  of  the  tenants  at  100  Cen- 
tral Park  South,  hardship  is  not  being 
able  to  gel  a  table  at  Le  Cirque  on 
thirty  minutes'  notice.  If  I've  learned 
one  thing  about  the  rich,  it's  that  they 
have  .1  very  low  threshold  for  even  the 
mildest  discomfort. 

— Donald  Trump,  Vanity  Fair 

Polished  Taste 

The  answei  to  the  question 
the  rich  differentt"  is  "Yes.  they  have 
more  nionc\ 


llkit s  illicit  (,  (  hesterton 
li  would  take  six  hundred 
million  to  swallow  him  u/>  ' 
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No,  no.  The  real  difference  between 
rich  people  and  regular  people  is  that 
the  rich  people  serve  such  marvelous 
vegetables.  Delicious  little  tiny  vege- 
tables. Little  fresh-born  things, 
scarcely  out  of  the  earth.  Little  baby 
corn,  little  baby  peas,  little  lambs  that 
have  been  ripped  out  of  their  mothers' 
wombs.  That's  the  real  difference.  All 
of  their  vegetables  and  their  meats  are  I 
so  incredibly  fresh  and  unborn. 

— Conversations  with  Capote,  I 
by  Lawrence  Grobel  I 

Hit  Up  at  the  9th  Hole 

Who,  outside  the  family,  wanted  I 
nothing  from  him  but  friendship -Who  I 
admired  and  liked  him  for  himself  I 
alone-  Nelson's  grandfather  had  once  | 
explained  his  few  golfing  partners:  "I 
have  made  experiments,  and  nearly 
always  the  result  is  the  same.  Along 
about  the  ninth  hole  comes  some  prop- 
osition charitable  or  financial." 

— The  Imperial  Rockefeller, 
by  Joseph  Persico 


The  difference  between  old 
veau  and  nouveau  is  that 
one  dies,  and  the  other  buys. 

— Beauregard  Houston  Montgomery, 
Details  magazine 


Fears  and  Anxieties 

One  cannot  exaggerate  Old  Mon- 
e\  s  tear  of  loss.  It  poisons  their  most 
salient  virtues,  and  it  poisons  the 
whole  aim  of  their  schools'  Penclean 
ordeal,  which  is  to  induce  in  their 
children  a  gift  of  the  self  to  the  public 
world.  The  anxiety  of  the  trust-fund 
rich  over  the  market,  the  fear  of  the 
clubman  for  his  privacy,  the  dread  of 
pi  mi  little  rich  girls  for  bounders  and 
cads,  the  uneasiness  of  the  contented 
in  the  face  of  the  hungry — all  these 
apprehensions  settle  easily  into  one  of 
the  most  persuasive  convictions  of 
the  Old  Rich:  that  the  world  is  out  to 
take  advantage  of  them 

— Old  Money, 
by  Nelson  W.  Aldnch  |r. 

Real  Class 

Sandra  Harris,   Today  interviewer: 
I  ell  me,  Miss  Cartland,  have  class 
barriers  broken  down' 

Miss  Barbara  Cartland,  author,  Brit- 
ish aristocrat:  "Of  course  they  have, 
or  1  wouldn't  be  sitting  here  talking  to 
someone  like  vou." 

— Class,  by  (illy  Cooper,  quoted  in 
Aristocrats,  by  Robert  Lacey 
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One  gift,  more  than  any  other,  is  perfect  when  things 

don't  work  out  like  youVe  planned. . .  a  gift  of  flowers. 

Flowers  have  a  way  of  saying  you  understand  and  you  care, 

and  flowers  help  people  feel  better  instantly.  This  special  gift 

can  be  sent  to  anyone,  almost  anywhere,  just  by  asking  your  florist 

to  send  it  through  FTD.®  So  even  when  your  weekend  plans  don't  have 

a  chance  to  begin,  you  can  send  a  feeling  that  will  never  end. 
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The  feeling  never  ends. 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  MAJOR  OBSTACLE  TO  THE  FUTURE  OF  THE  U.S.  ECONOMY 


is  not  the  trade  or  budget  deficit  but,  rather,  the  ultimate 
source  of  a  nation's  wealth — its  people.  We  don't  have 
enough  of  'em,  at  least  young  adults.  Since  the  late  1950s 
birthrates  have  plummeted  in  this  country  to  the  point 
where  we  are  below  what  demographers  call  the  natural 
replacement  rate.  To  keep  a  popula- 
tion stable,  population  experts  say 
that  women  should  have  an  average 
of  2.1  children  during  their  child- 
bearing  years.  The  "fertility  rate"  | 
since    the    early    1970s    has    been  I 
around  1.8.  In  many  West  European  1 
countries,  especially  Germany,  the  s 
rate  is  even  lower.  Unless  the  trend 


Representatives  Peter  Rodino  (D-NJ . )  and  Romano  Maz- 
zoli  (D-Ky.)  have  introduced  legislation  that  could  increase 
that  number  by  about  50%  a  year,  not  enough  (it  should  be 
boosted  150%)  in  the  wake  of  the  1986  act  reducing  illegal 
immigration,  but  far  better  than  the  status  quo. 

Immigrants  have  shown  time  and 
time  again  that  they  contribute  enor- 
mously to  the  wealth  of  the  nation. 
In  Silicon  Valley  and  elsewhere  our 
cutting-edge  technologies  have  a  dis- 
proportionate number  of  foreign- 
born  and  first-generation  Americans. 
Ben  Wattenberg,  demographic  ex- 
New  citizens:  expanding  nation's  wealth       pert  and  author  of  The  Birth  Dearth 


is  reversed,  the  U.S.'  population  will  eventually  decline. 
Meanwhile,  the  median  age  will  become  older  and  older. 

Today  U.S.  businesses  are  having  a  more  difficult  time 
finding  people  for  entry-level  jobs.  In  a  decade  the  housing 
industry  and  all  of  its  derivatives  (now  10%  of  GNP)  will 
be  badly  hurt  because  there  will  be  fewer  young  adults  to 
buy  houses.  Ditto  for  the  auto  industry. 

One  sensible  response  is  increasing  legal  immigration. 
America  now  receives  about  500,000  foreigners  a  year  as 
permanent  residents,  a  small  number  for  a  nation  our  size. 


(see  Forbes,  July  13, 1987),  rightly  warns,  "A  nation  shrink- 
ing in  numbers  is  not  likely  to  be  in  global  ascendancy. 
The  quickest  way  to  reverse  that  trend  [of  fewer  young 
people]  is  to  bring  in  more  immigrants.  Our  economic 
competitors  cannot  do  that.  The  xenophobic  Japanese 
don't  want  and  can't  take  in  immigrants.  The  Europeans 
take  in  some,  then  try  to  deport  them." 

Compared  with  the  rest  of  the  world,  we  are  indeed  a 
melting  pot.  We  should  take  more  advantage  of  this  ex- 
traordinary trait.  We'll  be  the  richer  for  it. 


STILL  A  GANGSTER 


Eight  years  ago,  Iraqi  dictator  Saddam  Hussein  was 
being  trumpeted  in  the  Western  press  as  an  Arab  moderate 
with  whom  we  could  and  should  do  business. 
Forbes  disagreed.  In  a  cover  story  written  by 
Lawrence  Minard,  now  Deputy  Managing  Edi- 
tor, we  warned  that  Hussein  was  little  more 
than  a  murderous  thug. 

A  few  weeks  later  he  lived  up  to  our  billing 
by  invading  Iran  and  triggering  a  war  that  is 
just  now  winding  down  after  costing  probably 
more  than  a  million  lives. 

But  the  thirst  of  Iraq's  boss  for  blood  and  violence  remains 
unsated.  A  few  weeks  ago  he  launched  a  savage  attack  on 
Iraq's  always-restive  Kurdish  minority,  making  copious  use 
of  poison  gas.  The  genocidal  assault  was  entirely  unneces- 


sary to  maintain  political  control  of  these  people.  It  was 
Hussein's  revenge  for  their  pro-Iranian  sentiments. 

His  attacks  have  sent  tens  of  thousands  of 
refugees  pouring  into  Turkey,  a  country  with  a 
sizable  Kurdish  minority  of  its  own.  That  can 
only  cause  trouble  for  our  critical  ally,  which 
is  already  grappling  with  rising  inflation  and 
slower  economic  growth. 

The  U.S.  Senate  has  passed  a  resolution  con- 
demning Iraqi  atrocities  and  calling  for  a  sig- 
nificant reduction  in  trade  between  our  two 
countries.  Those  sentiments  should  become  U.S.  policy. 
We  don't  have  the  means  to  rid  the  world  of  this  perni- 
cious despot.  But  there  is  no  need  for  us  to  sully  our  hands 
by  doing  business  with  him. 
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Insuring  atypical 


The  typical  insurance 
company  insures  rather 
typical  things. 

But  at  the  American  International 
Group  of  insurance  companies,  we  also  insure 
things  that  require  more  creative  thinking. 

The  kind  of  thinking  that  allows  us  to 
develop  coverages  for  just  about  every  kind  of 


ins 


enterprise  imaginable. 

So  whether  your  insurance  needs 
are  very  general  or  very  specialized  (or 
both),  you'll  find  people  at  AIG  with  an 
extraordinary  background  in  shaping 


s  requires  mote  than 


all  kinds  of  coverages.  From  property 
:o  casualty,  from  marine  to  financial  insur- 
ance and  more. 

For  further  information,  write  AIG,  Dept. 
\,  70  Pine  Street,  New  York,  NY  10270. 


make  AK 
insurance. 


And  take  advantage  of 
the  kind  of  innovative 
w     thinking  that  has  helped 
a  world  leader  in  international 


Insurance  Companies  That  Don't  K175HJ 
Think  Like  Insurance  Companies  FW^LW] 


Forbes 


American  businessmen  cant  sell  to  the 
Japanese?  Meet  Chuck  Feeney  and  Bob 
Miller,  a  couple  of  energetic  entrepreneurs 
who've  become  billionaires  selling  duty- 
free cigarettes  and  liquor,  and  designer 
goods  to  Japan  s  free-spending  tourists. 


Rich,  ruthless 
and  determined 


By  Andrew  Tanzer 
and  Marc  Beauchamp 


The  I'ARTNEKs'  former  em 
ployees  describe  them  as  a 
study  in  contrasts.  Robert 
W.  Miller,  55,  raised  in 
working-class  Quincy, 
Mass  wean  his  silver  ban  modisblv 
long  and  lavois  bespoke  suits.  Extro- 
verted and  extravagant  Miller  and  his 
glamorous  Ecuadorian  wife,  Chantal, 
threw  a  three-day,  million-doUai  par- 
ty in  Hong  Kong  in  the  late  ll 
complete  with  Yachts  hot  air  bal- 
loons   a    castle   overlooking    Repulse 

Bay  ,\nd  a  South  American  rock  group 
and  a  Pans  disk  jockey  flown  in  foi 
the  event    "There's  never  been  mix 
thing  like  it  since,"  says  |ohn  Dam 
ron,  a  tormcr  employ 

Miller's  partner  and  reverse  image 
tiai  it  s  i  i  eeney,  57.  A  native  of 
Elizabeth,  N  I  Feeney  (wbicb  xe)  is 
introverted  and  despite  his  enormous 
wealth,  still  is  said  to  tlv  economv 
class  lie  is  a  hvpera  tive  man  who 
values  his  tamih  .mil  their  privacy 
and  does  not  dress  1 1 »  impress  I  he 
hist  time  1  met  Feeney,  si\v  a  man 
who  worked  lor  him,  1  recall  he  had  a 
safety  pin  holding  up  his  pa 

But  despite  their  ditlei  nces  (or  per- 
haps because  ot  them  the  Fccncy- 
Miller  partnership  has  ated  an  in- 
ternational retailing  colossus  that 
does  what  many  Americans  think  is 
impossible:   sells  things  to  the   fapa- 


I  >l  s  founders  Miller.  I  cciicy 

"They  had  the  offshore  mentality." 

nese  The  partners  are  a  maior  reason 
why  Japan  will  run  a  $10  billion  defi- 
cit on  tourism  this  \  cat 

In  1960,  in  Hong  Kong,  Miller  and 
Feeney  started  Duty  Free  Shoppers 
Group  Ltd  Today  DFS  is  the  world's 
largest  operatoi  ol  airport  and  down- 
town duty  free  stores  The  company 
lias  160  stores  spread  mainly  around 
the  Asia  Pacific  region.  .Most  ot  us 
airport  concessions  are  monopolies, 
granted  by  local  airport  authorities 

Headquartered  in  San  Francisco  and 
incorporated  in  Bermuda,  Duty  Free 
shoppers  has  a  corporate  stiucture 
that  is  a  labyrinthine  web  ot  offshore 
registrations    Feeney  and  Miller,  as 

well  as  the  company,  refused  repeated 
requests  foi  interviews.  But  some  es- 
timates are  possible:  According  to  for- 
me] employees  and  competitors,  DFS' 
1988  vilcs  will  probably  top  S2  bil- 
lion, up  from  $1.6  billion  last  year  and 
$1.2  billion  in  1986.  DFS  is  four  times 


larger  than  its  nearest  competitor 
Hanson  Pic's  Alldcrs  International 
in  the  estimated  $10  billion  duty-frd 
retailing  industry. 

Profits?  Duty  Frec's  pretax  margin 
were  probably  around  20%  in  198( 
and  1987.  That  suggests  pretax  earn  i 
ings  of  more  than  $300  million  las 
year,  and  easily  qualifies  Feeney  anc 
Miller — who  are  believed  to  share  ar 
80%  interest  in  the  company,  as  bil 
honaircs.  (Miller  has  given  up  his  U.S 
citizenship  and  reportedly  taken 
Hong  Kong  passport  for  tax  reasons 
unlike  Feeney.  he  is  not  include 
among  our  American  billionaires.) 
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Japanese  tourists  outside  Duty  Free  Shoppers'  flagship  store  in  downtown  Waikiki 
To  gross  $400  million  this  year,  an  astounding  $20,000  per  square  foot. 


There  is  no  family  money  behind 
these  entrepreneurs,  just  hard  work, 
opportunities  created  by  government 
tax  codes  and  a  deft  understanding  of 
Japanese  tastes  and  shopping  habits, 
^ays  Peter  Sosnkowski,  the  Hong 
Kong-based  executive  vice  president 
of  Remy  Martin  (Worldwide),  a  big 
supplier  to  Duty  Free  Shoppers: 
"They  understand  Japanese  travelers 
and  buying  psychology  better  than 
anybody." 

Undergraduate  classmates  at  Cor- 
nell University's  School  of  Hotel  Ad- 
ministration (classes  of  '55  and  '56), 
Miller  and  Feeney  started  a  business 


in  Europe  in  the  late  1950s  selling 
duty-free  liquor  and  foreign-made  cars 
to  homebound  U.S.  servicemen  and 
tourists. 

In  1960  they  shifted  the  focus  of 
their  two  early  companies,  Tourist  In- 
ternationale Ltd.  and  Cars  Interna- 
tional Ltd.,  to  Asia.  The  two  young 
men  would  board  U.S.  naval  vessels  in 
Long  Beach  and  San  Diego  and  pass 
out  literature  on  the  car  and  liquor- 
purchase  programs  before  the  ships 
left  for  Asia.  They  later  opened  offices 
at  U.S.  Air  Force  and  Navy  bases  in 
Asia,  often  staffing  them  with  retired 
military  men. 


In  1961  and  1962  they  expanded 
their  business  by  opening  two  duty- 
free stores  at  the  Hong  Kong  and  Ho- 
nolulu international  airports. 

"Miller  was  an  excellent  promo- 
ter," recalls  a  former  Duty  Free  Shop- 
pers employee.  "He  had  no  fears."  Re- 
calls Desmond  Byrne,  a  former  em- 
ployee who  is  now  a  Honolulu-based 
analyst  of  the  duty-free  industry: 
"Bernie  Comfeld  was  their  hero.  They 
had  the  offshore  mentality." 

But  like  many  young  businessmen, 
Miller  and  Feeney  paid  scant  atten- 
tion to  financial  controls  and  soon 
overexpanded.  The  U.S.  government 
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changed  the  regulations  on  duty-free 
liquor,  cutting  out  a  major  part  of  the 
duo's  business,  and  permitted  U.S.  car 
manufacturers  to  sell  on  military 
bases,  pulling  the  rug  out  from  under 
Miller  and  Feeney.  Sometime  in  1964 
or  1965,  Duty  Free  Shoppers'  offices 
were  quickly  closed.  According  to 
Desmond  Byrne,  "DFS  was  technical- 
ly bankrupt  in  1965." 

To  help  salvage  something  from  the 
mess,  the  founders  brought  in  Antho- 
ny M.  Pilaro,  an  American  lawyer, 
and  Alan  M.  Parker,  a  British  accoun- 
tant. In  1966  Pilaro  and  Parker  were 
each  given  a  10%  stake  in  Duty  Free 
Shoppers.  Pilaro,  a  University  of  Vir- 
ginia Law  School  graduate,  intro- 
duced DFS  to  Butlers  Bank  of  Nassau, 
which  provided  the  financing  to  extri- 
cate DFS  from  the  car  im- 
port business.  Pilaro  later 
became  a  consultant  to  fu- 
gitive financier  Robert 
Vesco,  who  relied  on  the 
now-defunct  Butlers  Bank 
to  finance  his  takeover  of 
Bemie  Cornfeld's  Inves- 
tors Overseas  Services.  Pi- 
laro, who  today  lives  in 
Southampton  on  New 
York's  Long  Island,  de- 
clines comment. 

Cash  flow  from  the 
Hong  Kong  and  Honolulu 
duty-free  stores  pulled 
DFS  through.  The  volume 
at  these  airport  duty-free 
concessions  picked  up 
sharply  after  travel  re- 
strictions were  eased  on 
the  Japanese  following  the 
1964  Tokyo  Olympics.  Over  the  next 
18  years,  Miller  and  Feeney  opened 
airport  shops  m  Guam,  Saipan,  Singa- 
pore, Anchorage,  San  Francisco  and 
l  cm  Angeles 

In  targeting  fapanese  tourists  lot  his 
DFS  stores,  Feeney  [who  learned  to 
speak  [apanese]  hit  a  bull's-eye  fapa- 
nese tourists  spend  lavishly  when 
they  travel,  typically  S 1 ,200  to  S 1 ,500 
per  person  on  shopping,  with  halt  ot 
that  spent  at  duty-free  shops  [apanese 
are  obligated  to  buy  gifts  tor  friends, 
relatives  and  colleagues  when  they 
travel.  Senbetsu,  a  gitt  ol  money  to 
departing  travelers,  is  reciprocated 
with  omfyage,  souvenirs  ot  the  tup 
Honeymooners  reciprocate  wedding 
gifts  with  presents  Surveys  by  Japa- 
nese travel  agents  show  "()",,  ot  tour- 
ists buy  whiskey  and  chocolate  when 
they  travel,  60",,  tobacco,  50%  cos- 
metics and  cognac,  and  10%  leather 
bags.  All  the  things,  in  short,  that 
Millet  and  Feeney  have  stocked  over 
the  ye.us  in  Duty  Free  Shoppers 

It  is  the  result  ot  shrewd  and  some- 


times obsessive  marketing — not  acci- 
dent— that  more  than  half  of  the  8 
million  fapanese  (the  figure  is  up  60% 
in  three  years)  who  will  travel  over- 
seas this  year  will  shop  at  one  of 
Miller  and  Feeney's  outlets.  DFS  ad- 
vertises heavily  in  fapanese  travel 
magazines  and  tourist  guidebooks; 
fapanese  travel  agencies  handle  appli- 
cations for  DFS'  installment  credit 
card,  which  is  available  only  to  resi- 
dents of  Japan.  DFS'  large  Tokyo  of- 
fice is  situated  in  a  building  where 
many  passports  are  issued  and  many 
tour  operators  have  offices. 

The  partners'  tactics  go  deeper.  Ear- 
ly on,  DFS  took  advantage  of  the  fact 
that  80%  of  Japanese  tourists  travel  in 
package  or  group  tours  by  forging 
close  links  with  fapanese  travel  agen- 


/  >i  5  store  at  San  Francisco  International  Airport 
"You  follow  the  flag  and  buy  where  we  say. 


cics.  DFS  has  contracts  with  all  the 
large  Japanese  travel  agencies,  where- 
by DFS  pays  the  tour  operators  a  flat 
tee  tor  every  Japanese  tourist  they  de- 
liver to  a  DFS  store,  plus  commissions 
ranging  from  5%  to  15%  of  sales. 

Even  tour  guides  and  bus  drivers — 
the  people  actually  responsible  for 
getting  the  customers  to  the  stores — 
are  remunerated.  It  is  not  uncommon 
tor  group  guides  to  shepherd  the  trav- 
eler by  bus  from  Honolulu  Interna- 
tional Airport  to  the  downtown  Wai- 
kiki  DFS  shop  even  before  the  tourists 
check  into  the  hotel,  and  before  they 
have  a  chance  to  spend  their  money 
elsewhere  s.ivs  fean-Piexre  Miquel, 
president  ot  Miami  based  Greyhound 
Leisure  Services,  which  has  several 
duty-tree  concessions  on  the  East 
».  oast:  "[Japanese]  travel  agents  say  to 
the  tourists:  'You  follow  the  tlag  and 
buy  where  we  say.'  ' 

Sales  at  Duty  Free's  Waikiki  shop 
should  approach  $400  million,  or 
$20,000  per  square  foot,  this  year. 
Compare  that  with,  say,  Bloomingda 


le's  revenues  of  about  $800  per  square 
foot.  Almost  all  of  the  1.3  million 
Japanese  who  visit  Hawaii  this  year 
will  shop  at  a  DFS  outlet,  spending 
about  $600  million  and  making  the 
company  the  state's  largest  retailer. 

But  doing  business  in  Honolulu 
costs  money,  too.  The  company  bid  a 
record-breaking  $1.15  billion  for  the 
five-year  Honolulu  airport  concession 
earlier  this  year.  The  bid  was  triple 
that  of  Korea's  Lotte  Group,  the  only 
other  bidder,  and  will  mean  an  aver- 
age annual  concession  fee  of  $230  mil- 
lion, compared  with  average  annual 
payments  of  $40  million  during  the 
last  concession  period.  Says  a  former 
employee  of  the  partners'  bid:  "They 
were  terrified  of  losing  Honolulu." 
Duty  Free  Shoppers  is  also  the  larg- 
est retailer  in  Alaska.  At 
its  Anchorage  airport 
store,  Japanese  transit  pas- 
sengers snap  up  steak  and 
salmon  along  with  Rolex 
watches  and  Hermes 
scarves.  Last  year,  accord- 
ing to  Generation  Publica- 
tions, a  Sweden-based 
duty-free  industry  re- 
search firm,  the  store  rang 
up  $101  million  in  sales, 
an  amazing  $112  per  in- 
ternational passenger, 
compared  with  a  global 
international  airport  aver- 
age of  $9.50.  And  Anchor- 
age was  not  even  Duty 
Free's  best  store.  The  Ho- 
nolulu store  did  an  aver- 
age $170  per  passenger. 
The  Guam  concession  av- 
eraged $180.  (In  Guam,  DFS'  $140 
million  concession  bid  in  1978  was 
used  to  finance  construction  of  the 
airport.) 

Competitors?  They  have  come,  and 
mostly  gone.  In  1981  Host  Interna- 
tional opened  airport  and  downtown 
duty  free  shops  in  Honolulu.  But 
Duty  Free's  franchise  was  impenetra- 
ble, and  the  Host  stores  were  closed  in 
nine  months.  "(DFS'j  strong  ties  to 
Japanese  tour  operators  make  it  ex- 
tremely  difficult  for  competitors  to 
enter  the  field,"  explains  Generation 
Publications'  owner,  Yngve  Bia.  The 
following  year  Host  (which  defaulted 
on  its  Honolulu  concession)  was 
carved  up  by  Marriott  Corp.  and  DFS. 
Another  competitor  arose  last  year, 
when  Kiu  Fat  Investments  Corp., 
backed  by  the  People's  Republic  of 
China,  outbid  Duty  Free  Shoppers  for 
the  airport  liquor  and  tobacco  conces- 
sion in  Hong  Kong.  But  DFS  promptly 
undermined  the  new  concessionaire 
by  pricing  its  duty-paid  liquor  sold  at 
its  downtown  stores  at  or  below  Kiu 
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Alan  King.   Charter  Cardmember  since  1958. 


Membership 
Has  Its  Privileges? 


Don't  leave  home  without  it! 

Call  1  SOOTHE  CARD  to  apply. 


Fat's  prices.  Duty  Free  also  started  a 
service  for  Japanese  shoppers  deliver- 
ing liquor  to  the  airport  and  checking 
it  through  to  Tokyo  or  Osaka.  And  it 
discouraged  European  designer 
houses  from  supplying  Kiu  Fat's 
downtown  store  with  merchandise. 

In  July  Kiu  Fat  capitulated.  DFS 
now  manages  the  airport  concession. 

By  forging  close  links  to  Japanese 
travel  agencies,  Miller  and  Feeney 
also  get  invaluable  inside  information 
on  where  Japanese  tourists  are  next 
likely  to  go.  This  is  because  package 
tours  are  arranged  by  travel  agencies 
up  to  a  year  in  advance.  Thus  DFS 
quickly  opened  several  stores  in  Aus- 
tralia and  New  Zealand  in  1987-88 
when  it  learned  the  travel  agencies 
were  going  to  move  the  lucrative  hon- 
eymooners'  market  there 
from  Hawaii.  Japanese 
tourist  arrivals  in  Austra- 
lia are  up  70%  this  year. 

Once  Duty  Free  has  the 
Japanese  tourists  in  its 
stores,  the  company  does 
everything  possible  to 
make  them  buy.  Most 
sales  clerks  speak  Japa- 
nese, all  merchandise  is 
guaranteed  to  be  genuine, 
defective  merchandise  is 
replaced  or  repaired  in  Ja- 
pan. But  most  important, 
DFS  sells  the  designer 
brands  the  status-con- 
scious Japanese  tourists 
lust  after. 

Take  DFS'  fancy  new 
store  in  Kowloon,  Hong 
Kong.  Situated  across  the 
street  from  Japan  Air  Lines  Nikko 
Hotel,  the  shop  is  heaven  for  designer- 
crazed  Japanese:  Hermes  ties,  Gucci 
shoes,  Fendi  bags,  Piaget  watches, 
Dunhill  lighters,  Montblanc  pens, 
Swarovski  crystal,  Wedgwood  china 
and  Godiva  chocolates.  As  in  many 
DFS  stores  signs  compare  prices  with 
Tokyo's.  For  example  a  set  of  three 
bottles  ot  special  vintage  Chivas  Re- 
gal is  48,400  yen  ($364),  versus 
253,500  yen  ($1,900)  in  Tokyo.  With 
three  large  and  several  smaller  Hong 
Kong  st i ues  gzossing  between  them 
about  S400  million,  DFS  is  the  biggest 
retailer  in  the  British  colony.  And  be- 
cause it  buys  in  large  volumes  directly 
from  suppliers,  DFS  can  buy  and  price 
ssively. 
Ihey  have  more  power  to  squeeze 
suppliers  than  any  [other  duty-free  op- 
erator] in  the  world,"  savs  one  mdus- 
Kpert.  In  many  c.is  DPS  marks 
up  it-  goods  200%.  According  to  one 
operations  employee,  Duty 
free  Shoppers  typicallv  receives  60 
01  longer  credit,  be  norm 


Merchandise  is  often  sold  before  pay- 
ment is  due.  "If  it's  not  high  value, 
high  profit  and  high  turnover,  they 
won't  sell  it,"  says  John  Damron,  a 
former  DFS  buyer.  "They've  got  it 
down  to  a  science." 

A  particularly  fruitful  relationship 
with  a  supplier  began  in  the  1960s  and 
involved  Camus  cognac.  Japan  levies 
a  220%  tax  on  premium  cognac  and 
whiskey,  and  the  late  Michel  Camus 
figured  there  was  a  good  opportunity 
for  his  cognac  to  do  well  in  duty-free 
stores.  He  worked  with  Feeney  to  tai- 
lor packaging  and  product  to  Japanese 
consumers.  They  emphasized  ornate 
bottles,  such  as  Baccarat  crystal  de- 
canters and  Limoges  porcelain,  with 
22-karat  gold  paint,  in  the  shapes  of 
books,  busts  of  Napoleon  and  even 


/;/  Hong  Kong 
Profiting  on 


s  Cbinachem  Golden  Plaza 

'senbetsu"  and  "omiyage. 


golf  balls.  The  decanters  often  cost 
more  than  the  cognac:  A  standard  bot- 
tle of  Napoleon  goes  for  $43,  while  in 
a  porcelain  book  a  slightly  pricier  co- 
gnac fetches  $130.  But  in  Japan  the 
decanters  are  considered  excellent 
gifts  for  bosses  and  clients.  As  Harry 
Lynch,  vice  president  of  Camus  Inter- 
national (Far  East)  Ltd.,  quips:  "You 
get  50,000  yen  of  face  for  9,000  yen." 
Because  Japanese  often  present  K'*ts 
to  the  same  people  during  the  obliga- 
tory ocbugen  and  oseibo  girt-giving 
seasons,  Camus  sells  porcelain  books 
in  nine  colors  and  has  introduced  34 
new  cognac  products  in  just  the  past 
two  years. 

Today  Camus  is  the  fifth-largest  co- 
gnac producer  in  the  world,  but  num- 
ber one  in  premium-grade  cognac — 
and  number  one  (by  value)  in  duty- 
free store  sales.  Liquor  industry  offi- 
cials call  Camus  DFS'  "house  brand" 
of  cognac,  but  both  Camus  and  DFS 
deny  rumors  that  DFS  or  its  share- 
holders are  partial  owners  of  Camus. 

In  the  past  few  years,  DFS  has  won 


concessions  at  international  airporl 
in  New  York,  Boston,  Atlanta,  Dalh| 
and  Portland,  Ore.  Last  spring 
opened  a  shop  at  Gatwick's  Nort 
Terminal,  its  first  beachhead  in  Ell 
rope.  But  the  partners  are  hoping  tl 
open  more  downtown  stores,  too,  r<| 
portedly  in  London,  Paris,  Barcelonf 
New  York,  Washington  and  ChicagJ 
Downtown  stores  provide  much  moil 
space  and  time  for  international  traw 
elers  to  contemplate  buying  $1,00| 
watches  and  $500  pieces  of  luggage. 

Since  the  early  1970s  Miller  anl 
Feeney  have  been  turning  day-to-dal 
management  of  DFS  over  to  profejT 
sional  managers.  The  current  chail 
man,  Briton  Adrian  Bellamy,  formerll 
ran  Edgar's  Stores,  one  of  South  Afr| 
ca's  largest  retail  chains;  forme 
Bloomingdale's  Chairma 
Lawrence  Lachman  is  ol 
the  board. 

The  partners  have  bee^ 
diversifying    their    hole 
ings.    Operating    throuj 
his  Search  group  of  cor 
panies,  Miller  is  said  tl 
have  invested  tens  of  mill 
lions  of  dollars  in  a  HonJ 
Kong  bank  and  real  estate 
a  steel  mill  in  China  and 
casino  in  Greece.  Miller' 
principal  residence  is  h| 
Hong  Kong,  but  he  has 
chalet  in  Gstaad,  Switzer 
land. 

Feeney,  who  supplel 
mented  his  GI  Bill  incoml 
at  Cornell  by  selling  sand| 
wiches  to  students  stud) 

ing  at  fraternities  at  night 

outgrew  Hong  Kong  in  the  early  19701 
and  currently  resides  in  London  witlf 
his  French  wife.  He  is  believed  to  hava 
five  children.  Through  a  Bermuda! 
based  holding  company,  General  Atj 
lantic  Corp.,  Feeney  has  invested  in  o| 
established  dozens  of  enterprises  ii 
Asia,  the  U.S.  and  Europe.  These  inj 
elude  Redwood  Publishing  in  LondoJ 
and  InterPacific  Group,  which  own! 
and  operates  the  enormously  success] 
ful,  and  expanding,  Pacific  Islands 
Club  (in  Guam  and  Saipan),  a  Cluq 
Mcd-style  programmed  recreatior 
resort  targeted  at  young  Japanese^ 
travelers. 

But  don't  let  the  diversification  fooj 
you.  There  is  no  sign  that  Feeney  anc 
Miller  are  taking  anything  for  grantee 
in  the  duty-free  business,  or  in  theiJ 
ability  to  please  Japanese  shoppers] 
The  stakes  are  too  high.  "They  are 
totally  ruthless  and  determined,"  say^ 
one  of  their  former  employees  whe 
joined  a  competitor.  "Monopolies  are 
worth  paying  for.  They  pursue  ther 
aggressively."  ■ 
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ITRODUCING  THE  1989  TOYOTA  CRESSIDA.. 
A  SEDAN  WITH  THE  HEART  OF  A  LION. 
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THE  PRIDE  OF  TOYOTA. 

Toyota  has  uncaged  an  all-new  Cressida  for  1989  The  king  of  luxury 
performance  sedans  has  more  power  and  grace  than  ever  before.  With 
a  fuel-injected  6-cylinder  24-valve  engine.  Cressida  delivers  190  lionhearted 
horsepower.  Its  redesigned  chassis,  featuring  sure-footed  MacPherson 
strut  front  and  double  wishbone  rear  suspension,  combines  with  Cressidas 
new  power  to  give  cat-like  handling  and  roaring  performance.  Comple- 
menting all  of  this  power  and  performance  is  the  sleek  tautness  of  Cressidas 
graceful  new  styling.  Cressida  is  indeed  the  master  of  the  asphalt  jungle. 


H 
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OYOTA  LKLbblUA 


Inside  is  the  majestic  luxury  of 
Cressida's  redesigned  interior.  It  is 
an  ergonomically  designed  environ- 
ment that  emphasizes  comfort  and 
control  and  sets  new  standards  for 
standard  equipment. 

Cressida's  optional  equipment 
is  just  as  impressive  as  its  array  of 
standard  features.  Leather  trim 
interior*  compact  disc  player,  and 
Anti-lock  Brake  System  (A.B.S.)  are 
just  some  of  the  options  that 
make  Cressida  such  an  extraordi- 
nary combination  of  performance 
and  luxury. 

Finally  there  is  the  reassurance 
of  knowing  that  Toyota  Quality  has 


made  Cressida  the  most  trouble- 
free  new  car  sold  in  America  for 
the  past  two  years.'  Cressida  is 
master  of  the  asphalt  jungle. 

The  1989  Cressida.  Make  the 
pride  of  Toyota  the  pride  of  your 
driveway. 
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36-month/36,000-mile  basic  i 
vehicle  limited  warranty,  includirl 
powertrain  and  electronic  comf 
nents  with  no  deductible  and  nc 
transfer  fee.  Normal  maintenanc 
and  wear  and  tear  items  are  not 
covered. 

Call  1-800-GO-TOYOTA  for  mc 
information  and  the  location  of 
your  nearest  dealer. 

Get  More  From  Life . . .  Buckle  U 


•Leather  interior  not  available  on  model  sho 
in  Pewter  Pearl. 

t  Based  on  problems  encountered  in  first  90 
days  of  ownership—).  D.  Power  &  Associate 
1987. 1988  New  Car  Initial  Quality  Surveys 
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WHO  COULD  ASK  FOR  AN  YTH ING  MORE! 


Professional  sports  teams,  many  owned  by 
members  of  The  Forbes  Four  Hundred, 
don't  always  make  money,  yet  the  fran- 
chises appreciate.  A  background  in  televi- 
sion or  tax  shelters  will  help  you  see  why. 


Dumb  like  foxes 


By  John  Merwin 


I'n  his  luxury  box  perched  high 
above  the  Giants'  Stadium  playing 
ifield,  media  and  real  estate  near- 
billionaire  Jack  Kent  Cooke  sips 
white  wine  and  cheers  on  the  team  he 
owns,  the  Washington  Redskins.  His 
visiting  Redskins — reigning  National 
Football  League  champions — are 
shutting  out  the  hometown  New 
York  Giants  before  a  Labor  Day 
national  television  audience. 

Cooke,  75  (see  listing),  is  in  his 
element.  His  guests  are  attentive 
as  the  Redskins  roll  up  a  13-0 
lead.  But  then  the  Giants  storm 
back  and  score  27  straight  points. 
Now  Cooke  sits  silently,  chin 
stoically  in  hand.  The  Giants 
win,  27-20.  On  the  way  out  of  the 
stadium,  Cooke  growls,  "We'll 
beat  the  hell  out  of  them  down  in 
Washington." 

We  chose  this  moment  to  ask 
Cooke:  If  you  could  keep  only  one 
of  your  businesses,  which  would 
it  be?  Cable  tv,  worth  at  least  $1 
billion  (including  debt)?  The  $500 
million  in  real  estate  holdings? 
Or  the  Washington  Redskins,  a 
moneylosing  team  worth  maybe 
$90  million  that  just  got 
whipped? 

"The  Redskins,"  Cooke 
snapped.  "Sports  introduced  me 
to  a  world  that  was  100%  fun." 

If  "fun"  is  the  only  incentive 
owning  a  sports  franchise,  it  must  be  a 
powerfully  concentrated  form  of  fun. 
In  this  age  of  million-dollar-a-year 
ballplayers  and  rocketing  franchise 
prices,  even  the  top-ranked  teams  can 
lose  money.  Yet  when  one  comes  up 
for  sale,  the  bidding  resembles  a  feed- 
ing frenzy  in  the  shark  tank.  Much  of 
the  bidding  is  accounted  for  by  mem- 
bers of  The  Forbes  Four  Hundred,  24 
of  whom  own  a  team,  or  a  significant 


hunk  of  one  or  more  teams  (see  table, 
on  follou  ing  page). 

In  37  years  Jack  Cooke  has  invested 
in  pro  baseball,  basketball,  football, 
hockey  and  soccer  franchises.  But  like 
many  owners,  Cooke  feels  the  less 
said  about  the  monetary  aspects  of 
team  ownership,  the  better.  About 
the  only  thing  he  will  say  about  sports 


AJ'Midc'i.irld 


Redskins  coach  Joe  Gibbs  (left)  with  owner  Cooke 
Super  Bowl  or  cellar,  they're  worth  money. 


to 


economics  is  this:  "If  you're  interest- 
ed in  making  big  operating  profits  in 
professional  sports,  you've  got  to  be  in 
New  York,  Los  Angeles  or  Chicago.  In 
that  kind  of  market,  you'd  have  to  be 
a  cipher  not  to  make  money." 

Do  rational  businessmen  really  risk 
$50  million  to  $80  million  and  more 
just  to  have  fun?  Or  is  there  some- 
thing more  to  it? 

For  some  answers,  Forbes  did  a  lit- 
tle analysis  of  its  own,  and  came  up 
with  this  picture  of  the  Redskins'  fi- 


nancial performance.  This  year,  the 
Redskins'  operating  revenues,  flowing 
mainly  from  an  estimated  $  1 1  million 
of  net  ticket  income  and  $17  million 
of  network  television  payments,  will 
run  about  $30  million.  The  team's 
estimated  operating  expenses,  led  by 
$20  million  in  player  costs,  should 
total  roughly  $32  million. 

How  can  a  team  losing  some  $2 
million  in  a  good  year  be  worth  $90 
million?  Here's  how: 

At  the  moment,  the  Redskins  are 
playing  in  a  small,  55,750-seat  stadi- 
um in  Washington,  D.C.  owned  by 
the  federal  government.  The  team 
gets  no  cut  of  concessions  and  has  no 
luxury  boxes.  This  is  the  result  of  an 
archaic  contract  signed  28  years  ago, 
before  pro  sports  was  big  business  and 
before  owners  discovered  they  could 
get  nearly  anything  by  threatening  to 
move  their  teams  elsewhere. 

In  two  years,  however,  the  Red- 
skins' contract  will  be  up,  and  the 
team  will  move  into  a  new  Washing- 
ton-area stadium,  which  Cooke  may 
build  himself.  The  new  stadium  will 
probably  have  at  least  200  luxury  box- 
es, conservatively  worth  an  addi- 
tional $8  million  per  year  in  reve- 
nue. It  will  also  have  maybe 
20,000  additional  stadium  seats, 
worth  $2  million,  and  a  conces- 
sions contract  worth  about  $1 
million.  Using  these  conservative 
estimates,  that's  $11  million  in 
new  revenues.  So  if  expenses  are 
held  in  line  (with  any  increased 
stadium  expenses  offset  by  ticket 
price  increases),  the  Redskins 
should  swing  overnight  from  a  $2 
million  operating  loss  to  a  $9  mil- 
lion operating  profit.  Now  let's 
imagine  Cooke  puts  the  Redskins 
on  the  market  for  $90  million. 
Can  a  deal  like  this  carry  itself?  It 
can,  but  it  helps  to  have  a  cable 
or  real  estate  background  (like 
Cooke's)  to  see  how. 

The  key  is  depreciation.  Let's 
assume  Cooke  sells  the  Redskins 
for  $90  million.  About  two-thirds 
of  a  franchise  purchase  price — 
mainly  player  contracts — can  be 
written  off,  generally  over  five 
years.  For  the  Redskins  at  $90  mil- 
lion, that's  $12  million  a  year  in  de- 
preciation. At  a  34%  corporate  tax 
rate,  the  new  owner  can  save  more 
than  $20  million  in  taxes  over  the  five 
years,  cutting  the  aftertax  purchase 
price  to  around  $70  million.  That 
amount  could  be  financed  by  the  pro- 
jected $9  million  operating  profit,  as 
long  as  the  interest  rate  is  below 
12.8%.  The  deal  could  be  sweeter  for 
the  buyer  if  broadcast  revenues  spiked 
up  again.  The  rich  man's  toy  turns  out 
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to  be  a  viable  business  after  all. 

If,  as  Cooke  says,  big  market  teams 
are  gold  mines,  which  sport  mines  the 
most  gold?  We  put  the  question  to 
Steven  Matt,  an  Arthur  Andersen  & 
Co.  manager  who  appraises  sports 
franchises.  Matt  replied: 

"In  terms  of  taking  advantage  of  a 
major  market,  baseball  is  the  best, 
though  riskiest,  bet.  The  home  team 
keeps  the  vast  majority  of  ticket  in- 
come. Plus  all  local  broadcast  dollars. 
In  major  tv  markets,  that  can  mean 
upwards  of  $5  million  per  year,  and  in 
a  place  like  New  York,  much  more. 
Couple  those  broadcast  dollars  with 
78  or  79  home  gates  a  year,  and  a  team 
can  generate  excellent  cash  flow." 

What  about  football  and  basketball? 
"Football  is  the  safest  bet  because  the 
NFL  relies  heavily  on  revenue  shar- 
ing," says  Matt.  "Nearly  all  of  the 
league's  broadcast  dollars — its  largest 
revenue  source — are  shared,  plus  40% 
of  ticket  income  goes  to  the  visiting 
team.  Thus,  a  team  like  Green  Bay, 


with  a  small  stadium  and  little  local 
broadcast  potential,  can  make  money. 
But  it  docs  so  at  the  expense  of  big 
market  franchises. 

"The  risk  of  basketball,"  Matt  con- 
tinues, "falls  between  baseball  and 
football.  Team  expenses  arc  kept  fair- 
ly uniform  by  a  league  cap  on  player 
payrolls.  But  on  the  revenue  side, 
home  ticket  and  local  broadcast  reve- 
nues aren't  shared." 

For  a  real  winner,  consider  the  New 
York  Mets.  In  1980  snickers  were 
heard  across  the  country  when  Dou- 
bleday  Broadcasting  paid  just  over  $21 
million  for  the  Mets.  In  1982,  Double- 
day's  first  full  season  after  the  1981 
player  strike,  the  mediocre  Mets  took 
in  an  estimated  $5  million  broadcast 
and  $7  million  live  gate  income. 

But  this  year  the  team  should  take 
in  about  $22  million  from  broadcasts 
and  $28  million  at  the  gate.  Throw  in 
roughly  $8  million  from  concessions, 
plus  a  few  miscellaneous  items,  and 
the  Mets  ought  to  take  in  about  $60 


Team  angels 

Members  of  The  Forbes  Four  Hundred  who  own 
30%  or  more  of  a  major  sports  team. 

Name 

Team/sport 

Est  worth 
($mil) 

Harvey  "Bum"  Bright 

Dallas  Cowboys  (football) 

$100 

Ed  DeBartolo 

San  Francisco  49ers  (football) 

100 

Leon  Hess 

New  York  lets  (football) 

100 

lack  Kent  Cooke 

Washington  Redskins  (football) 

90 

William  Clay  Ford 

Detroit  Lions  (football) 

90 

August  Busch 

St  Louis  Cardinals  Ibaseball) 

85 

Alex  Spanos 

San  Diego  Chargers  (football) 

85 

Gene  Autry 

California  Angels  Ibaseball) 

80 

Eddie  Gaylord 

Texas  Rangers  (baseball) 

80 

Paul  Allen 

Portland  Trail  Blazers  Ibaskctball) 

70 

Edgar  Bronfman 

Montreal  Expos  (baseball) 

70 

Thomas  Monaghan 

Detroit  Tigers  (baseball) 

70 

Hugh  Culverhouse 

Tampa  Bay  Buccaneers  (football) 

65 

William  Davidson 

Detroit  Pistons  |basketball| 

65 

Irwin  |acobs 

Minnesota  Vikings  (football) 

65 

loan  Kroc 

San  Diego  Padres  (bascballl 

65 

Carl  Pohlad 

Minnesota  Twins  (baseball) 
Minnesota  Vikings  (football) 

65 

65 

Ewing  Kauifman 

Kansas  City  Royals  (baseball) 

60 

Robert  Lurie 

San  Francisco  Giants  (baseball) 

60 

Ted  Turner 

Atlanta  Braves  (baseballl 
Atlanta  Hawks  | basketball! 

60 
60 

George  Argyros 

Seattle  Manners  (baseball) 

57 

David  &  Richard  |acobs 

Cleveland  Indians  (bascballl 

55 

H'-rb  &  Mel  Simon 

Indiana  Pacers  (basketball) 

55 

Ted  Arison 

Miami  Heat  (basketball) 

35 

million  this  year. 

Expenses?  An  estimated  $22  mil- 
lion for  the  Mets'  major  league  opera- 
tions, $5  million  for  minor  league  op- 
erations, and  $15  million  for  general 
and  administrative,  stadium  upkeep 
and  other  expenses.  That  leaves  oper- 
ating income  of  $18  million.  Num- 
bers like  these  make  the  Mets  fran- 
chise worth  at  least  $100  million. 
That's  a  376%  capital  gain  in  eight 
years,  more  than  twice  what  Nelson 
Doubleday  would  have  made  by  in- 
vesting in  the  Dow  Jones  industrials. 
And  no  owner's  box  or  white  wine 
comes  with  the  Dow  industrials. 

What  about  poorly  performing 
teams  in  smaller  media  markets? 
Wealthy  San  Antonio  car  dealer  Red 
McCombs  just  paid  $47  million  for 
the  National  Basketball  Association's 
Spurs— a  franchise  that  McCombs  fig- 
ures was  worth  $15  million  five  years 
ago.  McCombs  bought  a  team  that  has 
no  immediate  prospect  of  big  dollars 
from  luxury  boxes  or  local  media  con- 
tracts. What's  more,  the  Spurs'  gate 
receipts,  averaging  $78,000  a  night 
last  season,  trailed  well  below  the 
league  average  of  $170,000.  "We  need 
$150,000  a  night  to  make  the  deal 
work,"  says  McCombs. 

The  minute  he  bought  the  team, 
McCombs  was  able  to  use  the  Spurs' 
operating  losses  to  offset  other  in- 
come. But  longer  term,  he  is  betting 
on  the  NBA's  recently  imposed  cap  on 
team  payrolls.  It  drove  franchise 
prices  up  sharply,  because  players' 
salaries  represent  about  half  of  an 
NBA  team's  expenses.  And  Red 
McCombs  figures  the  cap  is  already 
starting  to  even  out  the  league's  tal- 
ent. Winning  the  league  title  might  be 
worth  $2  million  of  operating  profits. 
But  McCombs  also  figures  the  Great- 
er Fool  Theory  may  bail  him  out. 
"The  big  play  in  this  business,"  says 
he,  "remains  franchise  appreciation." 

Who's  going  to  be  the  last  guy  to 
buy  in?  Perhaps  the  fans.  Two  years 
ago  the  Boston  Celtics'  owners  sold 
41%  of  their  profitable  team  to  the 
public  at  $18.50  per  share.  That  price 
valued  the  Celtics  at  a  high  $119  mil- 
lion. Last  year  the  team  generated 
$9.5  million  cash  flow  on  revenues  of 
$26.7  million.  But  today  those  limited 
partnership  shares,  supported  by  a 
generous  $1.60  dividend,  trade  on  the 
NYSE  at  15'/x.  The  Celtics'  owners 
took  out  $48  million  and  still  control 
the  team.  The  public  shareholders  are 
currently  $8.8  million  in  the  hole — 
although  some  value  must  surely  be 
given  to  the  right  to  remark  loudly  in 
any  Boston  bar,  "Some  of  the  other 
Celtics  owners  and  I  were  talking 
and "  ■ 
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s  your  bank  inhibiting  your  personal 

financial  growth? 


Lets  be  frank. 

If  your  need  for  increasingly  sophisti- 
cated credit  and  investment  vehicles  is  too 
much  for  your  bank  to  handle,  it  may  well 
be  time  to  rethink  the  relationship. 

Or,  at  the  very  least,  enjoy  the  liberat- 
ing experience  of  talking  to  a  Custom 
Banker  at  The  Bank  of  New\brk. 
\bu'll  find  there  is  a  considerable 
array  of  credit  and  investment  opportuni- 
ties your  Custom  Banker  can  offer  you. 
Including  highly  personalized 
credit  vehicles  ranging  from  #100,000  to 
#1,000,000  or  more. 

You  11  also  find  your  Custom  Banker 
has  instant  access  to  some  of  the  best 
informed,  most  experienced  financial 
specialists  available  in  tax  exempt  portfolio 
management,  investment  counseling  and  trust 
and  estate  planning. 

And  since  Custom  Banking  is,  by  definition, 
such  a  highly  personalized  service,  you'll  find  your 

Custom  Banker  can  also  free  you  from  the 
more  mundane  banking  chores  you've  had 
to  put  up  with  until  now. 

To  find  out  more  about  Custom 
Banking,  all  you        CUSTOM 
have  to  do  is  get  free  BANKING 
long  enough  to  pick 


up  the  phone.  And  call  Nancy  0  (flft^u 
J.  Sidel,  V P,  at  212-536-4603.  bAViftvtr 

NEW 
YORK 


WALL  STREET/BROAD  STREET/WORLD  TRADE  CENTER  /FIFTH  AVENUE/l'ARK  AVENUE/AVENUE  OF  THE  AMERICAS/MADISON  AVENUE/WEST  '.2ND  STREET 

©1987  The  Bank  of  New  York.  Member  FDIC.  An  Equal  Opportunity  Lender. 


Ever  since  the  first 
phone  call, 
we've  been  listening  t( 
the  voices  of  tomorrow 


1876 
The  First  Telephone 

Alexander  Graham  Bell 
revolutionized  commu- 
nications and  changed 
the  fabric  of  daily  life  by 
inventing  the  telephone 
and  transmitting  the 
human  voice. 


1933 
stereo  Recording 

AT&T  Hell  Laboratories 
experiments  in  two- 
channel  recording  on 
discs  similar  in 
appearance  to  modern 
compact  discs  led  to 
A  merica's  first  success 
ful  stereo  recording 


1929 
Sound  Motion  Pictures 

AT&T  brought  sound  to 
the  motion  picture 
"Don  Juan"— the  first 
full-length  movie  with  a 
synchronized  sound 
track— released  a  year 
before"The  Jazz  Singer." 


It  started  with  the 
genius  of  Alexandeil 
Graham  Bell.  And  eveq 
since,  AT&T  has  been 
committed  to  helping  I 
the  people  of  the  work] 
communicate  better. 

We've  been  the 
worlds  most  ambit iou«| 
sound  laboratory 
for  more  than  a  centur 
And  the  results  speak  1 
themselves— 75  millior 
times  each  business  i 

Calls  placed  today] 
over  AT&T's  Worldwide 
Intelligent  Network  art 
predictably  clear.  Noisj 


and  static  free.  And 
xperiments  in 
il  high  fidelity  trans- 
on  point  to  a  future 
1  your  AT&T  calls  will 
ruer  still. 

i  the  meantime,  the 
d  research  which 
erved  humanity  in 
ast  with  innovations 
he  artificial  larynx, 
udiometer  and  the 
:ommunications 
iite,  continues  today 
pioneering  work  in 
lologies  like 
letic  human  speech, 
iecause  we've 
ys  believed  that  by 


improving  the  way  things 
sound  for  the  people  of 
the  world,  we  bring  them 
closer  to  a  single  voice. 

Funny  how  the 
future  seems  to  repeat 
itself. 


Today 
Cordless  Clarity 

Because  AT&T  sound 
quality  is  the  industry 
standard,  we've  worked 
hard  to  achieve  it 
in  our  cordless  models. 
Today's  AT&T  cordless 
phones  bring  you  clear 
sound  which  equals  the 


quality  you've  come  to 
expect  from  our  corded 
models.  The  perfect 
combination  of  conven- 
ience and  clarity. 


Today 

Lightwave 

Communication 

Based  on  work  pio- 
neered and  developed 
by  AT&T,  laser  signals 
sent  over  glass  fibers 
the  diameter  of  human 
hairs  are  today's 
industry  standard.  Once 
again,  the  result  is 
a  vast  expansion  of  our 
world's  telecommuni- 
cations capacity. 


Tomorrow 

Interactive  Synthetic 

Speech 

Technology  exists 
today  which  enables 
computers  to  "speak" 
words  to  us  in  any  lan- 
guage entered  on  their 
keyboards— while 
machines  that  respond 
to  verbal  commands, 
act  upon  them  and 
converse  with  us  by  sim- 
ulating human  speech, 
are  the  already  audible 
voices  of  tomorrow. 


AT&T 

The  right  choice. 


Having  done  it  five  million 
times,  mr.  fong  really  knows 
how  to  open 

A  HOTEL. 


It  you  look  carefully,  however, 
you  will  notice  that  he  is  now 
trying  out  a  slightly  revised 
technique.  Just  to  make  sure 
he  has  really  got  it  down  to  a 
fine  an,  like  everything  else  at 
The  Regent. 


the 


HONG  KONG 
A  REGENT  "  INTERNATIONAL  HOTEL 


BANGKOK  BEVERLY  HILLS  CHICAGO  nil  HONGKONG  KUALALLMtlR  MM  \\\  >RNE  NEW  YORK.  SYDNEY.  TAIPEI. 


(800)545-4000 


How  and  why  have  cartoonists  portrayed  the  rich  the  way  they 
have?  A  noted  contemporary'  illustrator  sifts  through  six  centuries 
of  evidence,  and  reports  his  thoughts  and  findings. 

"When  a  rich  man 
sneezes,  they  set  it 

to  music" 


C 


♦*"«  ARTOONISTS,      AT      LEAST      THE 

good  ones,  the  ones  whose 
names  endure,  are  a  misan- 
thropic lot.  They  hate  authority,  scoff 
at  noble  sentiments,  mistrust  patrio- 
tism and  abhor  conformity.  Among 
their  favorite  targets  are,  of  course, 
the  very  rich  and  powerful. 

Cartoonists  have  caricatured  the 
rich  as  sybaritic  airheads,  doddering 
womanizers,  money-mad  exploiters 
of  the  poor,  and  pompous  windbags. 
But  despite  the  vilification,  the  rich 
have  survived,  thrived  and  multi- 
plied. Nowadays,  they  are  even 
viewed  as  heroic  figures  by  many  in 
the  media. 

Cartoonists  themselves 
have  done  less  well.  Maga- 
zines that  once  used  their 
work — Collier's.  The  Masses, 
the  old  Saturday  Evening 
Post — are,  alas,  no  more.  Sur- 
vivors like  Esquire  and  Cos- 
mopolitan  have  changed  their 
images  and  use  fewer  car- 
toons— and  hardly  ever  the 
racy  stuff.  Newspapers  still 
carry  the  comics,  but  aside 
from  "Doonesbury"  and  one 
or  two  other  strips,  the  less 
said  about  the  comics,  the 
better.  Without  The  Sen  York- 
er, serious  cartoonists  would 
be  placed  on  the  endangered 
species  list. 

But  while  lamenting  their 
fall,  let's  not  forget  that  car- 
toonists have  enjoyed  a  long 
and  distinguished  run — 650 
years,  if  we  include  Cristo- 
fani  Buonamico.  He's  the 
chap  who  in  1330  began 
drawing  grotesque  carica- 
tures with  sentences  coming 
out  of  their  mouths — the  cre- 
ation of  the  cartoon  "bal- 
loon." But  it  wasn't  until  a 


By  Edward  Sorel 


hundred  years  later,  after  a  tiny  mid- 
dle class  had  emerged  in  Europe,  and 
the  Germans  had  figured  out  how  to 
get  multiple  impressions  from  wood- 
cuts and  engravings,  that  a  market  for 
secular  drawings  emerged,  and  the 
cartoonist  as  critic  of  the  rich  and 
powerful  came  into  his  own. 

With  the  Reformation,  printmaking 
became  a  growth  industry.  Suddenly 

Edward  Sorel  is  a  contributing  editor  for  GQ 
and  The  Nation,  and  draws  the  "First  Encoun- 
ter" feature  in  The  Atlantic  Monthly. 


1.  Hans  Holbcins  "The  Rich  Man'' 


any  artist  who  could  draw  a  devil  rea- 
sonably well  was  working  overtime  in 
the  propaganda  war  between  Papists 
and  Lutherans.  The  Protestant  cause 
allowed  artists  to  veer  toward  social 
criticism,  and  so  we  have  a  print  such 
as  "The  Rich  Man"  (see  illustration  1 }. 
by  Hans  Holbein  the  Younger  (1497?- 
1543).  The  woodcut  may  not  seem 
particularly  inflammatory  (or  origi- 
nal) today,  but  its  depiction  of  Death 
separating  a  nobleman  from  his  mon- 
ey carried  with  it  the  subversive  no- 
tion that  all  men  were  equal,  at  least 
in  the  grave. 

Holbein  and  the  other  Protestant 
propagandists  were,  of 
course,  primarily  painters, 
not  printmakers.  It  isn't  un- 
til the  18th  century  that  we 
come  upon  an  artist  of  the 
first  rank  who  devotes  him- 
self almost  entirely  to  prints. 
Thomas  Rowlandson  (1756- 
1827)  had  no  message  of  so- 
cial uplift  (as  did  William 
Hogarth),  nor  was  he  ob- 
sessed with  politics  (as  was 
his  contemporary  James  Gill- 
ray).  "Rowly"  simply  en- 
joyed chronicling  his  times, 
which  often  meant  portray- 
ing the  very  rich  as  gout-rid- 
den gluttons  and  licentious 
old  fools — much,  in  fact,  like 
Rowlandson  himself. 

The  public  adored  Row- 
landson's  cartoons,  and  none 
more  than  his  series  called 
"Comforts  of  Bath."  The  spa 
at  Bath  was  where  the  En- 
glish well-to-do  came  to  re- 
cover from  their  various  ex- 
cesses. In  the  print  we  see 
here  (2),  the  rich  codger  who 
has  come  to  Bath  for  his  gout 
sits  for  a  flattering  portrait. 
In  a  theme  very  much  alive 
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2.  Thomas  Rowlandson's  "Comforts  of  Bath' 


Rowlandson  G>llcvtion.  Graphic  Am  Collection.  Princeton  I'nnersitv  Librarv 


t   Drawiqg  hy  Kruno  Paul 
It s  ridiculous  that  ue  hare  to  wear  dinner  clothes  here, 

you  can't  tell  us  apart  from  the  waiters. " 

()h.  yes.  you  can,  they  hehuve  decently 


today,  the  gentleman's  young  wife 
dallies  with  a  handsome  dandy.  In 
spite  of  the  wealth  of  detail  in  this 
etching  and  the  deliberate  care  taken 
in  the  shading,  Rowlandson's  grace- 
ful, flowing  line  makes  the  picture 
seem  as  effortless  as  a  Mozart  impro- 
visation. Mozart  and  Rowlandson 
were  born  in  the  same  year,  and  their 
witty  creations  complement  each 
other  in  their  joyous  exuberance. 

The  ease  with  which  rich  old  men 
are  able  to  marry  beautiful  young 
women  has  long  infuriated  cartoon- 
ists, who  no  doubt  regard  themselves 
as  more  deserving.  There  is  roughly  a 
century  between  Rowlandson  and 
Charles  Dana  Gibson  (1867-1 944),  but 
the  fact  that  gorgeous  women  some- 
times marry  for  money  clearly  nettles 
them  both.  In  "A  Castle  in  the  Air" 
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3.  Charles  Dana  Gibson's  "A  Castle  in  the  Air' 


Iln.  ( .1  [filler  t  nlkvtu'ii 


(3),  a  Gibson  girl  sits  at  her  opulent 
dining  table,  facing  at  a  distance  her 
curmudgeonly  husband,  and  dreams 
of  a  happy  home  in  the  country,  nice- 
ly landscaped  with  handsome  hus- 
band, loving  children,  fat  hens  and  an 
obedient  dog.  The  caption  lectures, 
"These  young  girls  who  marry  old 
millionaires  should  stop  dreaming." 

While  Gibson's  elegant  pen  draw- 
ings were  gracing  the  pages  of  Collier's, 
Cosmopolitan  and  the  old  Life,  an  anti- 
establishment  satirical  magazine  in 
Munich  was  skewering  the  German 
aristocracy  with  cartoons  of  such  fe- 
rocity that  in  1898  two  of  its  staffers 
were  jailed  for  six  months  and  another 
was  obliged  to  flee  the  country.  This 
splendid  magazine  was  Simplicissimus, 
and  its  exceptional  drawings  are  still 
being  collected  into  anthologies  by 


book  publishers  today.  After  1898  the 
magazine  steered  clear  of  attacking 
the  Kaiser  head-on,  but  it  continued 
to  ridicule  the  clergy,  the  military  and 
German  plutocrats  with  passionate, 
emotionally  charged  pictures.  The 
one  reproduced  here  (4),  from  a  1902 
issue,  is  by  Bruno  Paul  (1874-1968), 
who  was  better  known  as  an  architect 
and  interior  designer.  Paul's  brutal  de- 
piction of  the  idle  rich  is  also  a  re- 
markable foreshadowing  of  the  ex- 
pressionist style  that  would  later 
sweep  over  Germany. 

Unlike  their  German  counterparts, 
America's  turn-of-the-century  car- 
toonists were  relatively  unconcerned 
with  experimentation.  The  big  money 
over  here  was  in  newspaper  syndica- 
tion, and  nothing  looks  better  on 
newsprint  than  good  old  pen  and  ink. 


One  of  the  cartoonists  who  hit  the 
jackpot  early  was  George  McManus 
(1884-1954),  who  made  a  fortune  with 
his  strip  "Bringing  Up  Father"  (5). 
Syndicated  by  Hearst  in  1913,  it  had 
for  its  hero  an  Irish-American  brick- 
layer named  Jiggs  who  wins  the  Irish 
Sweepstakes  and  is  forced  into  high 
society  by  his  socially  ambitious  wife, 
Maggie.  The  humor  was  lowbrow, 
though  often  arch,  but  the  drawings 
were  stylish,  with  endearing  detail 
drawn  into  each  panel. 

Reuben  Lucius  |Rube)  Goldberg 
(1883-1970)  had  a  madcap  sense  of 
humor  that  found  its  fullest  expres- 
sion in  his  famous  "inventions."  Yet 
Goldberg's  slapstick  approach  occa- 
sionally reflected  social  concern.  In 
1948  he  won  a  Pulitzer  prize  for  a 
cartoon  on  the  perils  of  atomic  weap- 
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THE  NEW  BMW  5-SERIES.THE  MOST  '     '  '  ']  <?r 

INNOVATIVE  PERFORMANCE  SEDAN  SINCE  „X 'h  dl  1  i^", 
WE  INTRODUCED  THE  FIRST  ONE.  ^J^tX: 

irly  three  decades  ago,  BMW  created  the  very  first  Now,  to  the  delight  of  the  former  and  the  cont 

bile  that  combined  true  sportscar  performance  ued  frustration  of  the  latter,  BMW  introduces  a  5-S(| 

[<  or  practicality  that,  in  the  words  of  AutoWeek  Magazine,  "effective^ 

i\  ers  no  longer  had  to  choose  Between  recalibrates  the  performance  sedan  Benchmark. 

I  In  BMW  iradi  in  i  u  red 


VACHERIE,  ST.  JAMES  PARISH. 


10 


The  new  535i  you  see  here  abundantly  fulfills  the 
I  nise  of  its  athletic  shape.  Its  208-hp  6-cylinder  spnnts 
h  0  to  60  in  just  over  7  seconds,  while  its  sleek,  stable 
\ /and  patented  fully-independent  suspension  let  you 
ke  through  corners  with  ease. 
i  It  is  roomier  inside  and  provides  "almost  perfect 

e  insulation"  plus  "ride  comfort  that  sets  a  new  stan- 

1  in  this  class"  (Automobile  Magazine). 


And  its  host  of  inventive  safety  features  includes 
superior  anti-lock  brakes  and  unitized  steel  construc- 
tion designed  to  absorb  35%  more  impact  energy  than 
U.S.  crashworthiness  standards  require. 

The  new  5-Series  is  impressive  on  paper.  Butas  a 
test  drive  at  your  authorized  BMW  dealer  will 
prove,  it  is  exhilaratinglv  so  on  pavement. 

THE  ULTIMATE  DRIVING  I 


j 


It's  Too  Bad  Monahan  Didn't  Get  There  Earlier 
and  Have  Some  Fun 


.N  CO'NC  TO    M«T>  JONfi 
HOUiE    WT»  TMf  O*>£0* 
bO  <  WOh'T  at  HOME  UNTIL 
LAT«  •  RSMEMOtU   TOVJ  «WR 
,  NOT  TO 

'lo-ve  W» 


-     ^>  "OT  TO  vv.Ll.    TOO'     J29 


•  • 


5.  George  McManus'  "Bringing  lip  Father" 


WrtCM     <v  flVMoOi   V6K&O/0    MvJKttlt 

toouiK,  i-«e  tt   gooiQs  ml  ovifR    mt  uxirll 


6  Rube  Goldberg's    When  a  nth  man  «nrrws,  they  set  it  to  music. 


Drawing  by  Art  Young 
"I  m  as  good  a  friend  <>/  l<ifx>r  as  the  next  man — but  there's  no 
\g  tbe  fact  that  WOrkingmen  do  Spend  their  money  foolishly. 


S6 


ons.  We  reproduce  here  his  1916 
drawing  captioned  "When  a  rich 
man  sneezes,  they  set  it  to  music" 
(6),  drawn  on  the  eve  of  America's 
entry  into  the  Great  War.  At  that 
time,  as  the  cartoon  indicates,  any- 
body with  a  top  hat  and  spats  felt 
compelled  to  blather  on  about  the 
European  conflict. 

Radical  writers  and  cartoonists  re- 
garded that  conflict  as  nothing  more 
than  an  imperialist  war,  and  they 
passionately  expressed  their  beliefs 
in  a  left-wing  magazine  called  The 
Masses,  published  from  1911  to  1917. 
Under  the  art  editorship  of  the  paint- 
er John  Sloan,  it  attracted  such  so- 
cially concerned  artists  as  William 
Glackens,  George  Bellows  and  Board- 
man  Robinson. 

Tbe  Masses  also  employed  the  ser- 
vices of  the  best  polemical  cartoonist 
in  America,  Art  Young  (1866-1943). 
As  you  can  see  from  the  drawing  here 
(7),  Young's  "gags"  could  sometimes 
be  heavy-handed,  but  he  had  a  talent 
for  nailing  hypocritical  self-justifica- 
tion— at  least  among  the  rich.  In  1918 
the  Justice  Department  brought  him 
to  trial  for  sedition.  Young's  cartoons, 
the  government  charged,  were  leading 
American  boys  to  dodge  the  draft.  His 
defense:  "I  drew  them  for  the  public 
good."  Hung  jury,  and  the  govern- 
ment declined  to  retry  him. 

Out  of  the  bloodshed  of  World  War  I 
arose  the  Russian  Revolution  and, 
with  it,  a  small  army  of  artists  eager 
to  draw  the  darker  sides  of  the  capital- 
ist— the  foreign  capitalist  in  particu- 
lar. This  anonymous  drawing  from  a 
Soviet  poster  18)  is  so  heavy  with  sym- 
bols that  one  can't  be  certain  if  the 
millionaire  is  meant  to  be  a  pig  wal- 
lowing in  money  or  a  tricky  spider 
ensnaring  capital  in  his  industrial 
web.  What  the  heart  hanging  on  the 
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8.  Anonymous  Soviet  poster 


/est  chain  means  is  anybody's  guess. 

Back  in  the  States,  propaganda  was 
jut  and  gentle  satire  was  in.  What 
ames  Thurber  called  "the  great  Mara- 
:hon  Phase  of  American  life"  had  be- 
mn.  Everywhere  he  looked,  Thurber 
»aw  men  and  women  "striving  to 
DUtfly,  outswim,  outdance,  outwalk, 
sutsit,  outtalk,  outchew,  and  outrock 
one  another."  The  magazine  that  best 
captured  all  this  frivolity  was,  of 
course,  The  New  Yorker.  Created  by 
Harold  Ross  in  1925,  it  quickly  be- 
came America's  premier  outlet  for 
cartoonists. 

Prominent  in  The  New  Yorker's  early 
stable  of  artists  was  Curtis  Arnoux 
Peters  (1904-1968),  who  changed  his 
name  to  Peter  Arno  and  left  Yale  to 
lead  a  jazz  band.  Tall,  handsome  and 
of  independent  means,  Arno  was  as 
much  at  home  in  a  nightclub  as  these 
characters  he  drew  in  1928  (9).  By  the 
end  of  the  1920s  the  popular  image  of 
the  heiress  was  that  of  a  beautiful  if 
somewhat  neurotic  woman  who  had 
everything  that  money  could  buy  but 
still  couldn't  find  happiness.  This  ste- 
reotype came,  in  fact,  from  hundreds 
of  cheap  novels  and  a  slew  of  Holly- 
wood movies.  The  image  of  the  mil- 
lionaire male  had  advanced  from  Gib- 
son's curmudgeons  to  include  Arno's 
shallow  young  dandies. 

Then  came  the  Crash.  Many  of  the 
1920s'  nouveaux  riches  became  the 
nouveaux  poor.  But  there  were  still 
plenty  of  millionaires  for  cartoonists 
to  kick  around.  The  New  Yorker's  early 
tendency  to  romanticize  wealth  was 
replaced  by  a  more  mordant  look  at 
the  privileged  class.  Even  Gluyas  Wil- 
liams (1888-1982),  that  gentlest  of  all 
cartoonists,  couldn't  resist  tweaking 
the  upper  crust  for  their  hostility  to 
everything  and  anything  connected 
with  Roosevelt's  New  Deal  (10). 


Mm 


9.  Drawing  by  Peter  Arno 
You  re  so  kind  to  me.  and  I'm  so  tired  of  it  all!" 


Like  Gluyas  Williams,  William 
Galbraith  Crawford  (1894-1978),  who 
always  signed  his  cartoons  "Gal- 
braith," had  a  drawing  style  that  owed 
much  to  an  earlier  tradition.  His  char- 
coal cartoons  were  dramatic,  superbly 
composed  and  amusing.  But  before 
long  they  seemed  a  tad  too  naturalis- 
tic for  Woe  New  Yorker.  After  1940  they 
stopped  appearing.  To  those  who 
might  consider  the  Galbraith  cartoon 
shown  here  (11)  sexist,  please  remem- 
ber that  in  the  1930s,  the  American 
male's  consciousness  had  yet  to  be 
raised,  and  The  New  Yorker  was  still 
getting  laughs  from  cartoons  that 
might  now  be  considered  not  only 
sexist  but  racist  as  well. 

A  cartoonist  who  gained  recogni- 


tion in  the  1950s  was  Eldon  Dedini 
(b.  1921).  For  a  while,  Dedini  was 
drawn  to  cartoons  about  satyrs  and 
nymphs,  many  published  in  early 
Playboy  editions.  Another  Dedini  fo- 
cus was  womanizing  millionaires. 
This  drawing  (12)  appeared  in  April 
1954  in  Esquire. 

We  come  now  to  Mary  Petty  (1899- 
1976).  At  this  point  I  must  put  aside 
all  pretense  to  objectivity.  Petty  is  my 
favorite  New  Yorker  cover  artist.  I  was 
unable  to  get  the  original  of  this  wa- 
tercolor  (13).  What  you  see  here, 
which  has  been  reproduced  from  the 
printed  cover  of  May  3,  1952,  gives  a 
good  idea  of  her  delicate  technique 
and  subtle  humor.  Her  observations 
on  the  lifestyles  of  the  rich  are  sympa- 
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WE'RE  HELHN 
GROW  INTO 


Ten  years  ago,  WearGuard  was 
a  small  store  selling  work  clothes 
and  uniforms  in  Cambridge, 
Massachusetts. 

But  then  they  had  a  big  idea. 
Grow  aggressively  by  applying 
high-tech  soluuons  to  their 
low-tech  industry. 

Of  course,  this  meant  major 
alterations.  And  for  that,  they 


needed  the  right  computer  sysoi 
After  trying  a  few  on  for  size,  | 
chose  Prime. 
It  was  a  perfect  fit 
We  gave  WearGuard  the  capa< 
to  develop  new  applications  fast 
Applications  like  the  one  that 
enabled  them  to  respond  quickh 
to  more  than  1.6  million  catalog 
customers  last  year  alone. 


PRIME  and  the  Prime  logo  are  registered  trademarks  of  Prime  Computer.  Inc  .  Natick.  MA  WearGuard  is  a  registered  trademark  ot  WearGuard  Corporation.  Nor  well.  MA 


tttt 


ffiARGUARD 
IGGCR  OUTFIT. 

nd  as  WearGuard  grew,  we  grew  with  them.  to  know  more  about  how  Prime  could  help  your 

oday,  their  Prime®  system  is  perfectly  tailored  outfit,  call  us  at  1-800-343-2540  (In  Canada, 

lanage  practically  every  phase  of  the  business.  1-800-268-4700). 

:ntory.  Direct  mail.  Customer  service.  The  list  Prime.  The  computer  company  you  won't 

most  endless.  outgrow. 

/ith  projected  sales  of  $500  million  by  1993,  ^^ 

irGuard  shows  every  sign  of  growing  into  an  ;  ^^grMM^H-T-fc  l 

a-large  player  in  their  market.  ^^^^P  f^MmMWMw^ 

.nd  Prime  is  a  Fortune  500  company  with  m     m  mm  m  m^^ 

rly  revenues  of  over  $1.5  billion.  If  you'd  like  Prime  Computer,  Inc. 


Drawings  by  Gluyas  Williams.  ©1938.  1966  The  New  Yorker  Magazine.  Inc 
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10.  Gluyas  Williams 

"Here's  a  new  one  I  heard  downtown  today — 

F.I),  and  Eleanor  were  going  shopping, 

and  she  said,  "Franklin ..." 


iwjsmmk  in  GafcnUh  0I9M  1962  The  v-w  Yorker  Magazine,  Inc 


1 1   William  Galbraith  Crawford 
/  net  'er  told  her  about  the  depression  She  icon  Id  hare  worried 


thetic,  as  if  to  suggest  that  being  bon 
rich  entails  its  own  peculiar  prob 
lems.  One  problem  the  rich  have  i 
that  they  don't  really  have  to  do  any 
thing.  The  effete  fellow  in  Petty's  cov 
er  has  had  all  ambition  pampered  ou 
of  him,  which  is  why,  I  suppose,  wi 
plebeians  sympathize  with  him  an< 
laugh  at  him  at  the  same  time. 

Petty  never  formally  studied  art 
Had  she  done  so,  I  suspect  she  woult 
never  have  evolved  her  personal 
painstaking  style.  (You  can't  hand  ii 
your  school  assignments  on  time  i 
each  picture  takes  three  weeks  t( 
complete.)  It  wasn't  just  cover  art  tha 
Petty  crammed  full  of  detail,  but  he 
cartoons  as  well.  Unlike  other  Neu 
Yorker  regulars — especially  Pete 
Amo — Petty  did  not  depend  on  gaj 
men,  suggestions  from  editors  or  line; 


1 2.     Drawing  by  Eldon  Dedini 

Remember,  Fm  not  just  an  old  fool — 

I'm  a  rich  old  fool!" 


sent  in  from  readers.  Her  point  oil 
view  was  too  personal,  and  Tl)e  Neu 
) inker's  Ross  and  his  successor,  Wil 
ham  Shawn,  left  Petty  to  her  own 
hilarious  devices. 

After  World  War  II,  a  young  Europe 
an  artist  emerged  and  broke  the  estab- 
lished boundaries  for  cartoon  art 
Ronald  Searle  (b.  1920)  used  techj 
niques  and  concepts  that  had  previ- 
ously been  the  prerogative  of  only 
"fine  artists."  By  the  1950s  Searle'sl 
comic  creations  had  become  as  famil 
lar  in  the  U.S.  as  they  were  in  his 
native  England.  His  book  Rocking 
Chair  Across  America,  with  writer  Alex 
Atkinson,  was  tremendously  popular, 
as  were  his  features  on  Palm  Springs, 
Las  Vegas,  Berlin  and  other  points  of 
interest  in  Holiday  magazine.  His  ob- 
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1 3  Watercolor  by  Mary  Petty 
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The  company  with  80  million  offices. 


Every  home  in  America  lias  a  mailbox. 
It  may  be  a  personal  statement  on  a  country 
road  or  simply  a  slot  in  a  door  in  the  suburbs. 
But  when  you're  Capital  I  folding,  one  of 
the  nation's  leading  duvet  marketers  of  insur- 
ance, every  mailbox  is  a  potential  office. 

use  direct  marketing  to  sell  insurance 
and  consumer  banking  products  to  millions  of 
middle-income  Americans  through  three  of 

idiaries    National  Liberty  Corporation, 
posit  Corporation  and  Worldwide 
I  roup. 
National  Liberty  uses  targeted  direct  mail, 


telemarketing,  newspaper  and  television  to  m. 
ket  life  and  health  insurance  for  its  subsidiaries 
Veterans  Life  and  National  Home  Life. 

The  country's  leading  direct  marketer  of  li 
and  health  insurance,  National  Liberty  now  has 
more  than  2  million  policy  subscribers. 

Our  direct  marketing  expertise  has  also 
helped  produce  dramatic  growth  for  Capital 
Holding's  consumer  banking  affiliate,  First 
Deposit  Corporation. 

Using  targeted  direct  mail,  First  Deposit 
has  attracted  more  than  3tX),CXX)  customers  for 
its  First  Select1'1  VISA  cards  and  other 


WSt  m 


-  ■ 


t  and  deposit  products. 

\nd  Worldwide  Insurance  Group,  our 

st  company,  uses  mail  and  telephone  sales 

er  auto  and  homeowners  insurance  to 

active  customers. 

These  new  approaches  to  marketing  insur- 

and  consumer  banking  products  are 

iples  of  the  innovative  thinking  that's  helped 

tal  Holding  Corporation  grow  into  a  finan- 

ervices  company  with  over  $10  billion  in 

s. 

tf  you  want  to  see  more  of  our  numbers, 

•  Irv  Bailey,  President  and  CEO  of 


Capital  Holding  Corporation,  at  680  Fourth  Ave., 
Louisville,  Kentucky,  40202. 

Ask  him  to  send  you  a  copy  of  our  annual 
report. 

Then  watch  your  mailbox. 


CapitaHolding 

Money  managers  for  5  million  people. 

Capital  Initiatives  Corporation     Commonwealth  Life  Insurance  Company 

First  Deposit  Corporation     National  Liberty  Corporation 

Peoples  Security  Insurance  Company     Worldwide  Insurance  Group 
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l  »  Drawing  by  Edward  Sorel 
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servations  on  Germans  in- 
spired "The  Shrine"  (15). 
This  scene  of  bloated  Ger- 
mans enjoying  the  spa  at 
Baden-Baden  may  look  a  lot 
different  from  Rowland- 
son's  "Comforts  of  Bath," 
but  in  both  drawings  con- 
tempt lurks  behind  the 
comic  exaggeration. 

In  1977,  when  Clay 
Felker  took  over  ailing  Es- 
quire, he  took  with  him 
some  of  the  artists  who  had 
worked  for  him  at  New  York 
magazine.  I  was  one  of 
them.  I  was  given  the  last 
page  in  the  magazine  to  do 
with  whatever  I  wished,  as 
long  as  I  didn't  get  scatolog- 
ical or  anticlerical.  This  se- 
quential drawing  (comic 
strip  to  you  nonacademics) 
(14)  was  done  in  1978, 
when  inflation  was  ap- 
proaching double  digits  and 
the  Lockheed  bribery  scan- 
dal was  making  headlines. 

It  would  be  impossible  to 
close  without  at  least  one 
cartoon  from  the  brilliant 
Charles  Saxon  (b.  1920).  For 


over  30  years  Saxon  has,  in 
my  opinion,  chronicled  the 
upper  class  better  than  any 
other  contemporary  car- 
toonist. Most  of  his  draw- 
ings have  appeared  in  The 
New  Yorker,  but  this  one  (16) 
comes  from  Town  and 
Country.  It  touches  on  one 
powerful  aspect  of  wealth 
that  has  escaped  most  car- 
toonists, namely,  the  re- 
sentment old  money  has  for 
new  money.  Or,  to  put  it 
another  way — where 's  the 
fun  in  being  rich  if  so  many 
others  are  rich  also? 

When  Rube  Goldberg  re- 
tired from  cartooning,  he 
was  asked  to  make  a  predic- 
tion for  the  year  2070. 
There  will  be,  he  said,  "pol- 
iticians kissing  babies  and 
making  promises,  women 
demanding  equal  rights, 
and  fathers  misunderstood 
by  their  sons."  He  might 
have  added  that  there  will 
be  poor  people  and  rich  peo- 
ple, and  cartoonists  mad  as 
hell  about  not  being  among 
the  latter.  ■ 


15.  Ronald  Searle's  "The  Shrine" 


16.  Drawing  by  Charles  Saxon:     "How  can  all  these  people  afford  it?' 
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"There's  a 
submarine  out 
there.  My  job  is 
to  find  it: 


"Submarines  arc  becoming  Easter, 
more  maneuverable,  quieter,  and 
a  lot  harder  to  find  At  Boeing, 
we're  doing  something  about  it. 
The  advanced  detection  systems 
were  building  for  the  United 
Mates  \aw  combine  today's  latest. 
best  technology.  They  include 


powerful,  on-board  computer: 
advanced  expert  systems,  and 
data  fusion  techniques  that  gat 
and  synthesize  information  frci 
different  sensors.  The  clearer  { 
ture  helps  our  anti-submarine 
forces  find,  identify  and  track 
intruders.  The  new  systems  an 


:h  faster,  far  more  accurate 
significantly  more  effective  in 
ntering  submarines  than  the 
it  highly  skilled  specialists  and 
ventional  equipment." 

—  Gary  R.  Tronson 

Software  Eng  Mgr.  P-3  Update  IV 
Boeing  Aerospace 


At  Boeing,  we're  sharing  knowl- 
edge and  integrating  technology 
to  create  high-quality  products 
and  services.  In  aviation,  com- 
puter services,  aerospace  and 
electronics.  You  can  trust  the 
people  at  Boeing  to  do  it  right. 


In  1896  the  first  political  fat  cat  set  the 
pattern  for  national  American  politics.  The 
country  still  hasn  't  come  to  terms  with . . . 

The  legacy  of 
Dollar  Mark  Hanna 


By  Peter  Baida 


ore  than  any  other  man, 
"Dollar  Mark"  Hanna  in- 
vented modern  political 
fundraising.  The  campaign  he  orga- 
nized for  William  McKinley  in  1896 
established  how  presidential  elec- 
tions would  be  financed  through  most 
of  the  20th  century.  He  proved  that  a 
big  enough  torrent  of  money  could 
determine  the  outcome  of  an  election. 
And  it  raised  a  troubling  question  the 
country  has  still  not  finished  wres- 
tling with:  What  should  a  democracy  | 
full  of  big  private  fortunes,  bigger  cor- 
porations and  well-financed  interest 
groups  do  about  that  fact? 

Marcus  Alonzo  Hanna,  who  Theo- 
dore Roosevelt  once  said  occupied  "a  \ 
position  of  power  and  influ- 
ence .  .  .  such  as  no  other  man  in  our 
history  has  had,"  married  the  daugh- 
ter of  a  Cleveland  coal  and  iron  mer- 
chant in  1864.  Over  the  next  20  years 
he  made  a  fortune,  mainly  in  iron  and 
coal,  but  he  also  helped  organize  the 
Union  National  Bank,  bought  the 
Cleveland  Herald  and  the  Opera 
House,  and  helped  develop  Cleve- 
land's street  railway  system.  In  1885 
his  father-in-law's  company,  Rhodes 
&  Co.,  was  reorganized  under  the 
name  M.A.  Hanna  &  Co.  Its  successor 
still  exists,  headquartered  in  Cleve- 
land, though  its  main  business  now  is; 
plastics. 

Hanna  was  one  of  the  new  industri- 
alists with  whom  the  Republican  par- 
ty was  allying  itself  late  in  the  19th 
century,  and  as  he  became  rich,  Han- 
na became  political.  In  1880  he  orga- 
nized a  Business  Man's  Republican 
Club  in  Cleveland,  raised  funds  and  J 


o  Hanna,  1837  1904 
The  trick  was  making  it  a  matter  of  systematic  assessment. 


>u  luinii.mil  Aniiitc 


Wall  Street's  New  Guardian 

Money  spoke,  electorate  listened. 
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o  you  know 
vhere  your 
ext  fender  is 
:oming  from? 

merica's  body  shops  are  being  flooded  with 
station  parts.  Look-alike  doors.  Copycat  hoods, 
litation  bumpers,  grilles,  fenders  and  more, 
nd,  like  many  imitations,  they  don't  come  close 
)  the  originals. 

These  not-so-exact  replicas  seldom  measure 
d  to  General  Motors  original  specifications 
>r  fit,  finish  and  corrosion  protection  the  way 
enuine  GM  parts  do. 

So  how  do  you  protect  yourself— and  your 
eneral  Motors  car— from  inferior  imitations?  Ask 
>  see  your  repair  order  before  insurance  work 
egins.  And  insist  on  genuine  GM  parts.  Because 
ven  though  your  insurance  company  may  be 
aying  the  bill,  it's  still  your  car.  And  it's  still  your 
Ihoice. 
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Hanna  and  bis  wife  (left)  gking  a  dinner  part)'  far  President  and  Mrs  McKinley  (foreground).  /<s'9<S' 
Hanna's  "kindly,  dull  gentleman  .  .  ."  was  to  save  the  nation  from  populism  and  inflation. 


led  torchlight  parades  of  businessmen 
on  behalf  of  the  Republican  nominee, 
James  A.  Garfield.  His  work  won  Han- 
na  a  place  on  the  Republican  state 
committee  in  Ohio.  From  there,  he- 
wanted  to  put  a  Republican — an  Ohio 
Republican     in  the  White  House. 

Hanna  had  already  liked  Ohio  Con- 
gressman William  McKinley  for  his 
proven  party  loyalty.  He  liked  him 
more  when,  as  chairman  of  the  House 
Ways  &  Means  Committee  in  1890, 
McKinley  emerged  as  an  ardent  advo- 
cate of  a  protectionist  tariff  generally 
favored  by  business.  Soon  McKinley 
was  governor  of  Ohio,  and  on  his  way 
to  the  presidency. 

Perhaps  Hanna  also  liked  McKinley 
because  the  "Napoleon  of  Canton, 
Ohio"  was  not  a  terribly  forceful  man. 
As  described  by  Kansas  newspaper- 
man William  Allen  White,  he  was  .1 
kindly,  dull  gentleman  ...  on  the 
whole  decent,  on  the  whole  dumb,"  a 
man  who  "walked  among  men  a 
bronze  statue,  for  30  years  deter 
minedly  looking  tor  his  pedestal." 
Theodore  Roosevelt  was  even  less  mi 
led.  McKinley,  he  said,  "had 
IS  much  backbone  as  a  choco- 
late eclair." 

And  the  chocolate  eclair's  opponent 

in  18  -   the   legendary  populist 

a  k  nnmgs  Bryan,  a  tornado  »t  .1 

with  a  tornado's  power  to  excite 


and  potential  to  do  damage.  Bryan 
scared  Hanna  and  many  others  as 
well.  Bryan's  oratory  whipped  his  au- 
diences into  a  frenzy  of  resentment 
against  "the  few  financial  magnates 
who,  in  a  back  room,  corner  the  mon-. 
ey  of  the  world." 

Free  coinage  of  silver  was  Bryan's 
solution  to  all  the  nation's  woes.  The 
runaway  inflation  that  sober  men  like 
Andrew  Carnegie,  Mark  Hanna  and 
Theodore  Roosevelt  expected  to  re- 
sult from  free  silver  terrified  them. 
For  all  his  doubts  about  McKinley's 
backbone,  Roosevelt  would  run  in  the 
next  election,  in  1900,  as  his  vice 
presidential  candidate,  to  help  save 
the  nation  from  the  silver-tongued 
easy  money  man  who  "would  steal 
from  the  creditors  of  the  nation  half  of 
what  they  saved." 

Hanna  spent  $100,000  of  his  own 
money  on  preconvention  expenses  for 
McKinley — in  today's  dollars,  well 
over  SI  million.  Even  so,  it  was  clear 
that  this  considerable  spending  would 
be  only  a  tiny  drop  in  the  bucket  that 
would  be  needed  to  put  his  man  over. 
After  the  convention,  as  chairman  of 
the  Republican  national  committee, 
Hanna  decided  a  campaign  of  educa- 
tion was  needed.  Deeply  affected  by 
the  four-year  depression  just  ending, 
the  voters  had  to  be  shown  that  free 
silver  would  be  a  disaster. 


Yet  as  Bryan  poured  his  energies 
into  a  hectic  whistle-stop  campaign, 
McKinley  sat  on  his  front  porch  in 
Canton  greeting  visitors.  It  would  be 
undignified,  McKinley  felt,  to  stump 
himself.  "Looking  for  all  the  world 
like  a  benign  undertaker,"  historian 
Thomas  Bailey  wrote  later,  McKinley 
"embalmed  himself  for  posterity." 

Fortunately,  McKinley  did  not  have 
to  tour,  because  Hanna  organized  an 
army  of  speakers — 1,400  of  them — to 
do  it  for  him.  Moreover,  in  a  kind  of 
early  equivalent  of  buying  masses  of 
television  time,  Hanna  published  and 
distributed  an  unprecedented  volume 
of  campaign  literature.  Over  100  mil- 
lion documents  went  out  from  the 
Chicago  office,  20  million  from  New 
York.  This  in  a  nation  of  71  million 
people,  of  whom  that  year  13.9  mil- 
lion would  vote. 

All  this  activity  required  organiza- 
tion. In  earlier  campaigns,  as  Herbert 
Croly,  the  founder  of  the  Sew  Republic, 
wrote  in  his  1912  biography  of  Hanna, 
the  state  committees  had  exercised 
much  authority.  But  under  Hanna,  as 
it  would  be  forever  afterward  for  both 
parties,  the  national  committee  "be- 
came the  general  staff  of  the  whole 
army.  The  State  Committees  carried 
out  its  orders." 

But  even  more  than  organization, 
this  campaign  needed  money.  The  old 
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system — "voluntary"  contribu- 
tions from  appointed  officials 
dependent  on  the  party  for  their 
jobs — was  crude  but  effective: 
"Two  percent  of  your  salary  is 
$ .  Please  remit  promptly." 

But  it  was  not  enough.  Hanna 
transformed  American  politics 
with  one  simple  change.  Instead 
of  soliciting  party  hacks,  Hanna 
solicited  the  businessmen,  who 
most  wanted  to  see  McKinley 
beat  Bryan. 

During  the  week  of  Aug.  15, 
the  railroad  tycoon  James  J.  Hill 
introduced  Hanna  to  New 
York's  leading  financiers.  In 
raising  money,  Croly  wrote, 
Hanna  "always  did  his  best  to 
convert  the  practice  from  a  mat- 
ter of  political  begging  .  .  .  into  a 
matter  of  systematic  assess- 
ment." Banks  were  assessed  ac- 
cording to  capital.  J. P.  Morgan 
gave  $250,000.  And  companies: 
Standard  Oil  gave  $250,000; 
Chicago's  giant  meatpackers, 
$400,000. 

Hanna  certainly  raised  at  least  $3.5 
million  for  McKinley — and  maybe  as 
much  as  $10  million.  He  himself  nev- 
er revealed  the  total  figure.  But  even 
the  low  estimate  was  more  than  had 
ever  been  raised  before.  Multiply  ev- 
erything by  10  or  12  to  get  current 
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Bryan  making  "Crossof  Gold"  speech,  1896 
Tornado  beaten  by  the  chocolate  eclair. 


dollars — in  real  terms,  it  was  compa- 
rable to  money  raised  for  Richard  Nix- 
on in  his  1972  campaign.  The  Repub- 
licans hugely  outspent  the  Demo- 
crats— perhaps  by  as  much  as  20-to-l. 
And  they  won. 
So,  most  of  all,  1896  ushered  in  big- 


money  politics,  at  a  time  when 
the  apparent  power  of  big  busi- 
ness was  already  making  many 
Americans  uneasy.  Under 
McKinley's  successor,  Theo- 
dore Roosevelt,  the  Tillman  Act 
of  1907  emerged,  which  barred 
corporations  and  banks  from 
contributing  to  federal  cam- 
paigns. Throughout  the  20th 
century,  the  country  would  try 
reforms  seeking  to  undo  the  po- 
litical transformation  Hanna 
had  wrought. 

Hanna  died  in  1904,  at  67, 
three  years  before  the  Tillman 
Act.  Once  one  of  the  most  pow- 
erful men  in  America,  today  he 
is  almost  forgotten  except  in  a 
series  of  cartoon  images:  Hanna 
the  bloated  plutocrat,  covered 
with  dollar  signs  and  money- 
bags; Hanna  the  puppetmaster 
political  boss,  pulling  McKin- 
ley's strings.  Hanna  was  more 
complex  than  the  caricature  of  a 
Republican      political      boss — 

among  other  things  he  was  an 

early  advocate  of  collective  bargain- 
ing and  the  right  of  labor  to  organize. 
But  the  cartoonists  had  touched  one 
truth:  He  had  put  politics  on  a  big- 
business  basis,  and  for  good  or  ill, 
politics — and  the  nation — would  nev- 
er be  the  same  again.  ■ 


The  rise  and  Ml 
of  corporate  taxes  in  Georgia. 


Since  1969,  Georgia's  corporate  tax  rates  haven't  gone  up  one  penny  We  don't  know  of  another  state  that  can  say 
the  same.  And  how  many  states  do  you  know  of  that  went  to  business  and  asked  for  guidance  in  restructuring  their  tax 
systems?  Georgia  did  in  1971.  The  result  was  a  zero-based  budget  that  has  allowed  us  to  increase  our  quality  of  life 
every  year-without  raising  corporate  taxes. 

Yet  Georgia  is  still  able  to  invest  a  billion  dollars  over  the  next  three  years  in  a  statewide  education  reform  program  that 
is  one  of  the  most  comprehensive  in  American  history  And  we  pioneered  a  one-stop  environmental  permit  process 
that  helps  companies  get  started  in  just  90  days.  -,  •-'vt-^  s~>t    A 

So  before  you  bet  your  company's  future  on  the  promise  of  a  new  location,  f      I— 1|       |IP|        I  A 

look  into  Georgia.  The  State  of  Business  Today  \JJ_^V^>^J?VkwJlxV 

Wnte  the  Georgia  Department  of  Industry  and  Trade,  Dept.  FBSq-l        Q-Qtv>  ^fT),  1Cir^cc"T7^rlaw 
230  Peachtree  St.,  NW,  Atlanta,  GA  30303.  Or  call  404-656-9306.  1  He  Ol3.Uz  OI  DUSlIlcSS  lOCiay 
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The  election  reform  laws  were 
supposed  to  kick  the  traditional 
fat  cats  out  of  politics.  Many 
were — and  have  since  been  re- 
placed by  a  new  breed  of  fat  cat. 


Heavy  hitters 
of  politics, 
1988  edition 


By  Robert  D.  Novak 


T|nh  way  POLITICS  is  financed  has  been  transformed 
since  the  days  when  Chicago  insurance  tycoon  W. 
Clement  Stone  contributed  $2.8  million  to  Richard 
M.  Nixon's  presidential  campaign  of  1968  and  another 
$2.1  million  in  1972.  Post-Watergate  election  reforms  lim- 
it anybody's  personal  contribution  to  a  mere  $1,000  per 
election  tor  each  individual  campaign  for  federal  office, 
plus  another  $1,000  from  the  donor's  spouse.  Thus,  the 
problem  of  raising  the  $20  million-plus  needed  to  win  a 
presidential  nomination  or  the  $15  million  necessary  to 
run  tor  the  Senate  in  states  such  as  California  and  Texas 
becomes  an  excruciating  ordeal 

The  heavy  hitters  of   1988  political  finance,  therefore, 
are  not  superneh  men  who  can  pull  out  a  checkbook  and 
with  one  stroke  of  the  pen  bring  a  campaign  to  solvency. 
Rather,  they  are  rich  01  superrich  dogged  organizers  capa- 
ble of  amassing  millions  in  increments  of  $2,000  from 
friends,  business  associates,  and  anybody  else  not  willing 
to  displease  them.  (Oh  ves,  they  can  also  ask  political 
action  committees  tor  $5  ODD  apiece  per  election.)  If  some- 
like  powerful   investment   banker  lack  Stephens  of 
Little  Rock,  Ark.  asks  a  significant  local  businessman  for  a 
nt  i  lbution — which  both  men  know  the  latter  can 
•  >id— the  businessman   will   think  twice  about 
10.  The  point  is  not  being  rich,  or  even  superrich, 
wing  how  to  orchestrate  leverage 

.  fiihui hi  ,i  national!)  syndicated  Washington  column  Etvms 


The  superstars  of  the  year  are  Robert  Farmer  for  Gover- 
nor Michael  Dukakis,  and  Texan  Robert  Mosbacher  for 
the  George  Bush  campaign.  But  the  money  men  who  raised 
millions  for  candidates  who  had  only  remote,  outside 
chances  to  be  nominated  for  president — such  as  Albert 
Gore  and  Jack  Kemp — are  perbaps  more  remarkable  for 
their  tenacity  in  the  face  of  long  odds. 

The  62  selected  heavy  hitters  of  1988  on  these  pages 
compose  a  consensus  based  on  answers  from  political 
managers  of  both  parties  to  this  question:  Whom  would 


FORBES  400/OCTOBER  24,  1988 


j= 


l  Bro  wnstein 


Katz 
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Joe  Rodgers 

Pahs 


Richard  J.  Fox 

Wayne 


William  Griffith  Thomas   |_, 
Alexandria 


John  (Til)  Hazel  Jr. 

Fairfax 


Jackson  T.  Stephens  * 

Little  Rock 


Frederick  W.Smith* 

Memphis 


-I 


Ted  H.  Welch 

Nashville 


C.  Howard  Wilkins  Jr. 
Wichita 




Louis  Susman 

St.  Louis 


Harold  J.  Soderberg 

Minneapolis 


Philip  Baskin 

Pittsburgh 


Wally  Ganzi 
Washington,  DC 


J.D.  Williams 

Washington,  DC. 


Nathan  Landow 

Washington,  DC. 


Terence  R.  McAuliffe 

Washington,  D.C. 


Jack  Guthman 

Chicago 


Thomas  B.  Rosenberg 

Chicago 


Randolph  Agley 

Detroit 


Theodore  J.  Forstmann 

New  York 


Edward  C.  Levy  Jr. 

Detroit 


Robert  E.  Rubin 

New  York 


Richard  M.  Rosenbaum 

Rochester 


Herbert  F.  Collins 

Boston 


Robert  A.  Fanner 

Boston 


Ronald  Rubin 

Philadelphia 


William  W.  Batoff 

Philadelphia 


Norman  Braman 

Philadelphia 


S.  Harrison  Oogole 

Philadelphia 


Lawrence  G.  Bathgate  II 

Lakewood 


Jonathan  Bush 

New  York 


Joseph  G.  Fogg  III 

New  York 


Bruce  Gelb 

New  York 


*  Is  or  was  a  member  of  The  Forbes  Four  Hundred. 


you  ask  for  help  if  you  had  to  build  a  political  war  chest 
quickly  today? 

They  named  28  Democrats  and  27  Republicans.  Another 
seven  are  switch-hitters,  who  contribute  to  both  parties. 
But  the  GOP  27  can  probably  pull  in  more  money  than  the 
28  Democrats.  Otherwise,  there  are  striking  similarities: 

1.  All  are  male. 

2.  Only  Jerry  Berlin  is  a  professional  fundraiser,  and  he 
used  to  be  a  businessman  like  the  others. 

3.  All  are  rich,  from  moderately  to  vastly  so.  Twelve  are 


present  or  past  members  of  The  Forbes  Four  Hundred. 

4.  Lawyers  and  developers  of  land  or  natural  resources 
are  more  common  than  industrialists  or  financiers. 

5.  Most  are  ideologically  committed  to  liberal  or  conser- 
vative candidates — some,  to  a  single  candidate. 

6.  The  experience  of  most  does  not  go  back  much  further 
than  1976,  the  first  presidential  year  in  which  contribu- 
tions were  limited. 

7.  Finally,  they  are  not  attention-seekers.  They  work  in 
the  back  room  of  politics — and  want  to  stay  there. 
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Imagine  if  all  your  company's  employees 
were  as  smart  as  your  smartest  employee. 


All  your  business  decisions  would  be  more  consistent. 

Ml  your  people  would  eventually  be  more  productive. 

\ll  of  which  can  lead  to  higher  profitability. 

Thanks  to  IBM's  Kxpert  System  software  you  can  do  quite  a  bit  more  than 
just  imagine  it.  You  can  do  it. 

The  knowledge,  experience  and  expertise  of  your  senior  employees  can  be 
made  easily  available  to  everyone  in  your  office  through  a  computer. 

So,  everyone  in  your  company  can  approach  a  business  decision  using  the 
same  reasoning  process  an  expert  would. 

The)  can  ask  the  very  same  questions,  gather  and  consider  the  same 
information,  cross-reference  the  same  facts  and,  before  they  draw  their  own 
conclusions,  find  out  what  an  expert  would  have  done  in  the  same  situation. 


And  IBM's  Expert  System  software  is  open  to  new  ideas.  If  your  experts 
bink  up  some  brilliant  new  thoughts,  it's  easy  to  incorporate  them  into 
be  program. 

Not  only  does  this  way  of  working  promote  better  decision  making,  it  helps 
istill  something  very  important:  confidence. 

Your  employees  can  learn  how  to  handle  situations  the  right  way,  right  from 
be  start.  They  can  handle  tougher  assignments  much  sooner.  And  in  turn, 
beir  managers  can  spend  more  time  managing. 

Insurance  underwriters  and  aerospace  manufacturers  are  already  using  IBM's 
Expert  System  software,  and  they're  making  better  business  decisions  because  of  it. 

Expert  System  software— just  one  more  example  of  how  The  Bigger  Picture 
rom  IBM  can  work  for  you. 


I,  The  Bigger  Picture 


There  they  labor  endlessly,  dunning  hundreds,  even 
thousands,  of  people  in  a  meticulously  organized  way — 
approaching  some  directly,  staging  for  others  the  big  cock- 
tail party  or  the  small  intimate  dinner  at  home  with  a 
circle  of  friends  and  the  candidate.  Or  the  late  afternoon 
session  with  the  candidate,  followed  by  the  phone  call 
asking  for  money.  Whatever  will  draw  the  checks. 


It's  a  lot  for  a  busy  man  with  substantial  interests  of  his 
own  to  undertake,  and  not  many  are  willing  to.  Those  who 
are,  with  a  few  exceptions  such  as  the  perennial  Walter 
Shorenstein  and  the  classic  fundraiser  Armand  Hammer, 
tend  not  to  stay  in  the  game  very  long.  A  list  like  this 
drawn  up  in  1992  would  almost  certainly  be  very  different. 

What  are  the  rewards?  These  men  are  not  moved  by 


The  heavy  hitters 


Republicans 


Randolph  Agley,  46 

Detroit 

Chairman,  Talon  Inc. 

Rising  young  conservative  fundraiser,  sup- 
ported Representative  lack  Kemp  in  1988. 

Lawrence  E.  Bathgate  II,  49 

Lakewood,  N  I 

Attorney 

A    new    heavy    hitter     Big    fundraiser    for 

George  Bush  in  1988 

James  R.  Beightol,  43 

Mendham,  N.J.  and  La  Quinta,  Calif 
President,  Wexford  International 
Rising   new    heavy    hitter,    managed    1988 
fundraismg  events  tor  Kemp 

Norman  Braman,  56 

Philadelphia 

President,  Norman  Braman  Enterprises 
Owner  ol   Philadelphia  Eagles    Involved  in 
politics  tor  a  numher  of  years 

Donald  L.  Bren,*  56 

Orange  County,  Call! 

Chairman,  Irvine 

Has    become    a    leading    money    man    tor 

establishment  California  Republicans,  play 

ing  key  role  tor  Bush  in  that  state 

H.R.  IBum)  Bright,*  68 

Dallas 

Senior  partner,  Bright  &  Co. 

Helping  to  raise  1 1  \as  money  tor  Bush 

Jonathan  Bush,  57 

N<  W  York  I  itv 
Investment  mar 

The  Vice  President's  brother,  a  major  coordi- 
nator in  his  tundraising 

Herbert  1    t  ollins,  58 

Huston 

man   Boston  Capital  Partiurs 
Relatively  new   be  v»as  a  ni.nor  tnruirai-ei  tor 
UN  Robert  Dole  in  191 

Alec  P.  ( durttlis,  60 

Miami 

c  haunian    (  ourtcli-  I 
II  He  ill  \  eloper 

!  lorida  fundraiaci 
Mike  (orb.  4  J 

nun   i  1 1KB  Records 

emor  ol  California 
tt)  fundraiser 

I     pe)  1  rnjul,  44 

a  holding 
Bush 


Joseph  G.  Fogg  III,  41 

New  York  City 

A  managing  director,  Morgan  Stanley 

Dole's  main  national  fundraiser. 

Wally  Ganzi,  45 
Washington,  D.C. 
Owner,  Palm  restaurants 
Key  Bush  fundraiser  in  show  business  com- 
munity 

Bruce  Gelb,  61 

New  York  City 

Vice  chairman,  Bnstol-Myers 

Major  source  of  East  Coast  money  for  Bush. 

Robert  B.  Holt 

Midland,  Tex. 

Independent  oil  producer 

A  key  Texas  tundraiser  for  Bush. 

Theodore  J.  Forstmann,  48 

New  York  City 

Senior  partner,  Forstmann  Little 
While  not  intending  to  be  a  Republican  fun 
draiscr   he  was  the  big  hitter  tor  Representa- 
tive Kemp  in  1988. 

Richard  J.  Fox,  60 
Wayne,  Pa 

President,  Fox  Cos 

A  maior  fundraiser  tor  Representative  Kemp 

in  I9C 

John  Harris,  4-> 
Coalinga.  Calil 
Farmer  and  rancher 

Rising  backstage  probusiness  money  source- 
Edward  C.  Levy  Jr.,  56 
Detroit 

President   Edward  C.Lew 
Cunent  president  of  Aipac 

Jorge  Mas,  49 

Miami 

General  engineering  contractor 

A  heavy  hitter  tor  conservative  money  in  the 

Cuban  American  communitv 

Robert  Mosbacher,*  61 

Houston 

Chairman   Mosbacher  Em 

A   maior   Republican   fundraiser   nationally 

since  the  late  1960s,  he  did  much  to  build 

Buah'l  huge  1988  warchest 

David  Murdock,*  65 

Los  Angeles 

Chairman   Castle  fit  Cooke 

Longtime  money  raiser  at  presidential  level. 

Joe  Rodgers,  55 

Pans 

1 1  S   tmbaaaadoi  to  Prance 

A  maior  COP  national  fundraiser  tor  more 
than  ■  dec  ade 


Richard  M.  Rosenbaum,  57 

Rochester,  N.Y 

Attorney 

Republican  National  Committeeman  from 

New  York,  he  is  another  major  source  of 

money  for  his  party. 

Harold  C.  Simmons,*  57 

Dallas 
Investor 

A  self-described  "corporate  raider,"  increas- 
ingly active  on  behalf  of  conservative 
candidates. 

Ted  H.  Welch,  55 

Nashville 

Owner,  Ted  Welch  Investments 

Major  southern  Republican  fundraiser. 

C.  Howard  Wilkins  Jr.,  50 

Wichita 

President,  Maverick  Development  Corp. 
Important  in  Republican  causes  for  a  decade, 
principal  money  man  for  Senator  Dole. 


Switch-hitters 


Dwayne  O.  Andreas,*  70 

Decatur,  III 

\rchcr  1  laniek  Midland 
Has  supported  leaders  of  both  parties  dating 
hack  to  Dewey  and  Humphrey.  Was  not  in- 
volved in  I 

Norman  Brownstein,  45 

Denver 

Attorney 

He  has  primarily  raised  money  for  liberal 
Democrats  in  national  races,  but  has  also 
helped  conservative  Republicans,  including 
Representative  Kemp 

Armand  Hammer,*  90 

Los  Angeles 

i  Oci  idental  Petroleum 
His  political  contacts  started  with  V.I.  Lenin, 
in  19KH  they  included  access  to  the  Reag3n 
White  House  and  tundraising  for  Senator  Al- 
bert ( i 

John  (Til)  Hazel  Jr.,  57 

lairla\ 

Owner  and  partner  in  law  firm  with 

William  Thomas 
Normally  Republican,  but  will  help  - 
Democrat* 

Jackson  T.  Stephens,*  65 

Little  Rock,  Ark 

man   Stephens  ln< 
A  maior  money  source  tor  moderate  candi- 
dates of  both  parties 


•    !    iiu     i      ii  Hundred 
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money,  or  hope  of  fat  government  contracts.  In  the  gold- 
fish bowl  atmosphere  of  Washington  politics,  wealthy  men 
are  foolish  to  risk  scandal  and  possible  criminal  conviction 
by  seeking  to  feather  their  nests.  In  part,  it  is  ideological  or 
personal  commitment.  For  many,  it  also  seems  to  be  hope  of 
access,  to  see  the  President  if  one  has  to. 
And  most  of  all,  there  are  the  perquisites.  A  grateful 


winning  candidate  is  likely  to  invite  a  key  early  money 
man  to  the  state  dinners  with  visiting  dignitaries,  the  bill 
signings,  the  private  dinners  in  the  executive  dining  room 
at  the  White  House.  Many  do  relish  the  glory,  the  excite- 
ment and  glamour  of  being  on  the  inside — and  of  being 
known  for  being  inside.  Aside  from  political  conviction, 
this  is  an  ego  trip.  ■ 


William  Griffith  Thomas,  48 

Alexandria,  Va. 

Partner  in  law  firm  with  Til  Hazel 

Biggest  Democratic  fundraiser  in  Virginia, 

but  helps  selected  Republicans. 

J.D.  Williams,  50 

Washington,  D.C. 
Attorney 

Preeminent  superlobbyist  in  capital,  a  con- 
trive Democrat  but  raises  funds  for  can- 
didates of  both  parties  on  national  and  state 
levels.  Supported  Dole  and  Gore  in  1988. 


Democrats 


Philip  Baskin,  67 

Pittsburgh 

Chairman  of  law  firm  with  branches  in  Flori- 
da, Pennsylvania,  Washington,  DC. 
Veteran  fundraiser,  associated  with  moder- 
ate wing  of  party. 

William  W.  Batoff,  53 

Philadelphia 
;    Owner,  Batoff  Enterprises 

Has  developed  into  party's  heaviest  Pennsyl- 
|    vania   hitter,    active   in   Michael    Dukakis' 

campaign. 

Jerome  C.  Berlin,  46 

Miami 
.    Full-time  fundraiser 

A  former  real  estate  developer,  he  sold  his 
I    two  firms  in  1979  to  become  full-time 

fundraiser.  Especially  active  in  Senate 

campaigns. 

James  Calaway,  57 

Houston 

Owner  and  chairman,  Edge  Petroleum 
Corp. 

Major  source  of  funds  in  Texas,  key  national 
j  heavy  hitter  (moved  to  Boston  for  Dukakis 
•    operation]. 

E.  William  Crotty,  57 

-    Daytona  Beach,  Fla. 

i    Attorney 

Major  fundraiser  in  Dukakis'  highly  success- 
ful 1988  operation. 

S.  Harrison  Dogole,  66 

1    Philadelphia 
Vice  chairman,  Globe  Security  Systems 
Major  fundraiser  in  past,  associated  with  Im- 
pac  '88,  an  alliance  of  Democratic  fund- 

,    raisers,  less  active  currently. 

Robert  A.  Farmer,  50 

Boston 

Chairman,  Mastery  Education  Corp. 
Unquestioned  current  superstar  of  Demo- 
cratic fundraising.  Has  conducted  Dukakis' 
fundraising  for  eight  years;  in  charge  of  par- 
ty s  overall  1988  effort. 


Duane  B.  Garrett,  40 

San  Francisco 

Attorney 

Rising  money  man,  headed  Bruce  Babbitt's 

1988  campaign. 

Thomas  Gaubert,  48 

Dallas 

Chairman,  Telecom  Corp. 

Has  been  a  major  source  of  money  in  the 

Southwest. 

Jack  Guthman,  50 

Chicago 

Attorney 

Major  Democratic  establishment  fundraiser 

in  his  state. 

Jess  Hay,  57 

Dallas 

CEO,  Lomas  Financial  Group 
Premier  heavy  hitter  for  conservative  Demo- 
crats; major  1988  fundraiser  for  Gore. 

Earl  M.  Katz,  65 

Phoenix 

Consultant  and  real  estate  broker 

Main  Arizona  political  fundraiser,  has  raised 

in  excess  of  $8  million  for  Democratic 

campaigns. 

Dee  J.  Kelly,  59 

Fort  Worth 

Attorney 

Big  Texas  establishment  fundraiser. 

Peter  G.  Kelly,  51 

Hartford,  Conn,  and  Alexandria,  Va. 
Partner  in  Hartford  law  and  Washington  lob- 
bying firms. 
Former  national  party  finance  chairman  and 
treasurer,  associated  with  moderate  wing  of 
party.  Supported  Gore  in  1988. 

Irvin  M.  Kipnes,  61 

Downey,  Calif. 

Chairman,  Alpase,  Inc. 

Manufacturer 

Major  fundraiser  for  Democrats. 

Nathan  Landow,  54 

Washington,  D.C. 
Owner,  Landow  &  Co. 
Real  estate  developer,  builder 
Can  put  other  heavy  hitters  together  in  po- 
tent combination.  Founder  and  head  of  Im- 
pac  '88.  Top  money  raiser  in  1988  for  Gore. 

M.  Larry  Lawrence,"  62 

Coronado,  Calif. 

Chairman,  Hotel  del  Coronado  and  associ- 
ated companies 
Fundraiser  for  Democratic  candidates  na- 
tionally and  in  California  dating  back  to 
1963. 


Terence  R.  McAuliffe,  31 

Washington,  D.C. 

Chairman,  Federal  City  National  Bank 

Hot  young  hitter.   Recently   headed    1988 

money  raising  for  Representative   Richard 

Gephardt. 

Stuart  Moldaw,  61 

San  Francisco 
Venture  capitalist 

Long  a  major  California  source  for  Demo- 
crats, raised  funds  for  Senator  Paul  Simon  in 
1988. 

Marvin  Rosen,  41 

West  Palm  Beach 

Attorney 

Key  fundraiser  in  Jewish  community. 

Thomas  B.  Rosenberg,  41 

Chicago 

President,  Capital  Associates  Development 

Corp. 
Had  been  rising  young  money  man  in  party, 
very  active  for  Walter  Mondale  in  1984,  but 
less  involved  in  1988. 

Robert  E.  Rubin,  50 

New  York  City 
Partner,  Goldman,  Sachs 
Backer  of  Jimmy  Carter  in  1980,  joined  Du- 
kakis in  early  1988. 

Ronald  Rubin,  57 

Philadelphia 
Real  estate  developer 

Longtime  fundraiser  for  Democrats,  most  re- 
cently for  Senator  Joseph  Biden. 

Walter  Shorenstein,*  73 

San  Francisco 

Owner,  Shorenstein  Group 

Longtime  bulwark  of  party  fundraising  in 

California  and  nationally. 

Frederick  W.  Smith,*  44 

Memphis 

Chairman,  Federal  Express 

New  factor  in  Democratic  fundraising. 

Harold  J.  Soderberg,  60 

Minneapolis 

Attorney 

A  longtime  political  insider  and  party 

fundraiser. 

Louis  Susman,  50 

St.  Louis 
Attorney 
Raised  funds  for  Gephardt. 

Arthur  (Buddy)  Temple  III,*  46 

Lufkin,  Tex. 

Chairman,  Exeter  Investment 

Raised  funds  for  Senator  Gore  with  members 

of  Impac  '88. 
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OneOfOur 
Vtlhe  Station. 


If  you  think  we're  just  a  railroad, 
take  another  look. 

We're  a  lot  more.  We're  Sea-Land, 
one  of  the  largest  container  ship 
lines  on  earth,  serving  76  ports 
in  64  countries. 

We're  also  trucks  and  barges. 
And  we're  developing  new  tech- 
nology to  make  it  all  work  together. 

We're  CSX,  the  first  true  global 
transporter.  If  you've  never  heard 
of  one  before,  it's  because  there's 
never  been  one  before.  This  is  a 
company  on  the  move. 


CSX 

TheCbmtEry 

ThatRjlsmingjs 

InMotion. 
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Could  it  be  that  in  the  bad  old pre-Watergate  days  of  unlimited 
campaign  contributions,  the  candidates  did  a  better  job  of 
debating  the  issues  that  most  voters  cared  about?  A  longtime 
political  insider  reminisces,  and  makes  a  not-unprejudiced  case. 

The  rise  and  rise  of  special 
interest  financing 


By  John  P.  Sears 


aurice  Stans  was  standing 
at  a  blackboard  describing  a 
detailed  chart  of  his  organi- 
zational plan  for  raising  the  money  tor 
Richard  Nixon's  1968  campaign.  In 
the  room  was  a  group  of  about  ten  of 
the  premier  Republican  fundraisers. 
When  he  finished,  he  turned  to  the 
most  respected  man  in  the  room,  Jere- 
miah Milbank,  and  said,  "Well,  Jerry, 
what  do  you  think?"  "1  don't  know, 
Maury,"  ferry  said.  "All  I  know  about 
fundraising  is  that  you  get  in  a  room 
and  start  calling  people." 

Milbank  was  correct.  Fundraising 
prior  to  the  L975  Amendments  to  the 
Federal  Election  Campaign  Act  main- 
ly involved  rich  men  calling  their 
friends.  A  national  network  was  in 
place,  organized  down  to  the  county 
level,  and  when  you  needed  money, 
the  people  at  the  top  started  making 
calls.  Since  there  were  no  limits  on 
individual  contributions,  the  fund- 
raising  organization  could  go  to  the 
same  sources  over  and  over.  Politi- 
cians called  this    shaking  the  tree 

If  you  were  running  foi  President,  a 
major  tactor  in  convincing  the  party 
bosses  of  your  credibility  as  a  candi- 
date was  the  caliber  of  voui  fundrais- 
ing organization.  Primaries  didn't 
matter  much — less  than  a  quarter  of 
the  delegates  were  selected  in  this 
fashion — and  those  who  controlled 
delegates  had  two  questions 
11  you  raise  the  money] 

(  au  you  win? 

In   public   they   often   stated   these 

inquiries  in  reverse  ouler,  but  if  you 

to  them  in  private  there  was 

iubt  fundraising  came  fust 

>  eoplc  today  automatically 

he  post-Waterg.ite  cam- 

ing  reforms  are  a  good 


thing.  But  are  they?  In  the  days  when 
there  was  no  limitation  on  individual 
contributions,  and  no  federal  funds 
for  financing  presidential  campaigns, 
majoi  donors  and  those  who  had  their 
confidence  could  exert  tremendous 
power  over  who  got  nominated  for 
public  office  and  what  their  views 
were.  But  the  remarkable  thing  was 
that  few  of  them  took  undue  advan- 
tage of  their  importance.  In  the  main, 
they  were  decent  people  whose  pri- 
mary interest  in  political  giving  was 
the  hope  of  better  government.  Clem- 
ent Stone,  the  insurance  magnate, 
gave  a  couple  million  dollars  to  the 
Nixon  campaign  in  1968.  It  was  well 
known  that  Stone  wished  to  be  ap- 
pointed Ambassador  to  the  Court  of 
St.  James's,  but  Nixon  chose  Walter 
Annenberg  instead.  Stone  proceeded 
to  giv*  Nixon  a  couple  million  more 
in  1972,  because  he  thought  Nixon 
was  a  good  President. 

Accounts  of  fundraising  in  the  old 
days  make  it  sound  as  though  ambas- 
sadorships were  auctioned  off,  Cabi- 
net appointments  sold  and  positions 
on  the  issues  altered  abruptly,  all  to 
please  major  givers.  The   truth  was 


that  most  big  givers  didn't  want  to 
move  to  Iceland  to  be  the  ambassador 
there,  and  few  had  any  great  interest 
in  being  an  overworked  Cabinet  offi- 
cial. Usually,  the  chance  to  express 
their  views  to  the  candidate  and  his 
promise  to  consider  their  perspective 
was  sufficient. 

Huntington  Hartford  wanted  more 
done  about  the  arts.  Roger  Milliken 
wanted  protection  for  southern  tex- 
tile manufacturers.  Independent  oil 
producers  from  Texas  and  Louisiana 
wanted  a  promise  to  retain  the  oil 
depletion  allowance.  A  variety  of  en- 
trepreneurs wanted  less  federal  regu- 
lation. Nixon  promised  relief  to  all 
these  interests,  but  the  closest  he 
came  to  compromising  his  beliefs 
was  his  vague  promise  to  Hunting- 
ton Hartford  to  give  higher  priority 
to  the  arts. 

Some  people  did  make  unreason- 
able demands,  almost  never  success- 
fully. There  was  the  gentleman  who 
was  willing  to  give  $1  million  if  Nix- 
on would  promise  to  spend  two  weeks 
each  year  living  in  the  Soviet  Union, 
the  man  who  promised  $2  million  if 
Nixon  would  publicly  state  his  inten- 
tion to  abolish  the  Social  Security  sys- 
tem, and  the  guy,  frightened  by  esti- 
mates of  world  population  growth, 
who  wanted  Nixon  to  promise  free 
condoms  and  birth  control  pills  for 
everyone  in  the  world.  All  of  these 
individuals  were  allowed  to  keep 
their  money. 

For  a  party  supposed  to  be  so  sym- 
pathetic to  big  business,  it  was  amaz- 
ing how  little  a  role  big  business 
played  in  Republican  fundraising.  The 
truth  was  the  giant  corporations  had 

l(J)ii  I'  Sears  was  execurtiv  director  of  Nixon  /or 
/'resident  iii  1968  and  campaign  manager  Jbr  Rom 
aid  Reagan  in  his  1976  mid  J9H0  campaigns 
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found  that  business  could  be  iust  .is 
good  under  the  Democrats  as  the  Re 
publicans.    Many    found    themselves 
possessed  of  large  federal  contracts  re- 
suiting  from  profligate  federal  spend- 
ing and  to  some  degree  feared  that 
Republican  talk  of  balancing  the  bud- 
get might  end  this  largesse.  The  exec 
utives  of  the  larger  corporations  tend 
ed  to  be  Republican,  and  if  you  could 
get  to  them,  they  could  be  embar- 
rassed into  giving  you  $3,000  just  tor 
old  times  sake   Hut  there  was  usually 
little  enthusiasm  or  commitment  in 
this  transaction. 

Oddly  enough,  the  biggest  problem 
in  the  old  days  was  not  the  laws  on 
political  giving  but  the  tax  code.  A 
person  who  gave  more  than  $3,000  to 
a  .  political  fundraising  committee 
could  be  assessed  a  gift  tax  Political 
campaigns  therefore  had  to  invent 
enough  fundraising  committees  to  ac 
commodate  then  largest  donors  with 
enough  $3,000  increments 

I  he  Nixon  campaign  ot  1968  had 

hundreds  ot  such  committees,  with 

names  such  as  Hairdressers  For  Nix- 

w,    Committee    for    Peace 

Ugh   Strength,  and  Southeastern 

'n  ducers     I  he   names   bore   no 

elation  to  those  who  contnbut 

id  the  officers  had  no  duties  ex 

ign  then  names  to  the  docu- 

ding  their  (  xistence    1  re- 


member once  having  to  stay  up  until 
3  a.m.,  mechanically  signing  my 
name  to  a  mountain  of  papers  that 
reflected  all  the  finance  committees 
for  which  I  had  been  listed  as  chair- 
man or  treasurer.  I  knew  nothing 
about  what  was  in  the  papers.  1  had 
not  even  volunteered  tor  this  privi- 
lege. It  was  accepted  that  campaign 
officials  would  automatically  cooper- 
ate because  they  could  be  easily  locat- 
ed when  report  time  came  due. 

The  Watergate  scandal  ended  the 
good  old  days  of  political  fundraising. 
Heating  then  chests  about  the  abuses 
of  the  1°72  campaign,  the  Democrats 
wrote  a  political  fundraising  law  in- 
tended to  deny  Republicans  their  nat- 
ural fundraising  advantage,  individual 
contributions  were  limited  to  SI, 000 
[pel  candidate  per  election)  and  candi- 
dates were  encouraged  to  raise  money 
through  direct  mail  by  the  promise  of 
federal  matching  funds  for  up  to  the 
tirst  $250  of  contributions. 

Now  the  Democrats,  too,  are  dis 
covering  that  the  campaign  finance 
reforms  are  having  unintended  conse- 
quences. By  destroying  the  right  of 
individuals  to  commit  as  much  mon- 
ey as  they  wish  to  candidates,  the 
Democrats  have,  in  effect,  placed  the 
highest  office  m  the  land  on  a  differ- 
ent auction  block,  where  special  in- 
terests that  draw  bloc  voting  in  prima 


ries  can  force  candidates  to  alter  their 
views  in  order  to  please  them.  Under  I 
the  old  system,  a  candidate  that  was  I 
able   to  convince  four  or  five   like- 
minded   wealthy   individuals   of  his 
abilities    was    insulated    from    such  I 
pressure. 

Clifford  Folger,  a  self-made  multi- 
millionaire who  was  a  heavy  contrib- 
utor and  fundraiser  during  the  Eisen- 
hower years,  once  put  the  matter  of 
political  fundraising  in  its  proper  per- 
spective. "A  candidate  for  President," 
said  Folger,  "should  be  free  to  do  or 
say  what  he  thinks  is  best  for  the 
country.  The  fundraising  system  and 
the  people  who  raise  money  for  him 
should  give  him  this  freedom." 

Today,  however,  presidential  nomi- 
nees come  to  the  fall  campaign 
pledged  to  advance  the  interests  of 
homosexuals,  pacifists  and  organized 
labor  if  they  are  Democrats,  and  anti- 
abortionists,  the  National  Rifle  Asso- 
ciation and  anti-Equal  Rights  Amend- 
ment interests  if  they  are  Republi- 
cans. It  is  a  bad  system  that  reduces 
men  who  wish  to  be  President  to  a 
discussion  of  issues  that  have  little 
bearing  on  the  major  responsibilities 
of  the  office.  The  country  was  better 
off  when  a  candidate's  major  flight 
from  principle  involved  promisin; 
Huntington  Hartford  that  the  arts 
would  be  given  a  higher  priority.  ■ 
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The  Fine  Art  Of  Flying 

by  Monory. 


"F-B  VFA ".  For  the  French  artist,  Monory,  travel  has  always  held  a  sense  of  magic.  When 
we  asked  him  to  interpret  our  new  concept  The  Fine  Art  of  Flying,  he  was  fascinated  by 
our  Concorde.  For  him  it  remains  the  perfect  silhouette  of  man's  travel  fantasies.  If  travel 
no  longer  holds  magic  for  you  —  perhaps  it's  time  to  start  flying  with  Air  France. 


Make  a  sophisticated  departure. 


THE  FINE  ART 
OF  FLYING 


AIR  FRANCE 


Why  do  so  few  wealthy  Americans  run  for 
public  office?  Six  members  of  The  Four 
Hundred  who  have  braved  the  dangers 
and  run  explain  some  of  the  disincentives. 


Dan  Quayle, 
boy  exception 


By  Jill  Andresky 


Senator  and  Republican  candi- 
date for  Vice  President  Dan 
Quayle  is  exceptional  in  more 
ways  than  one.  This  nephew  of  mega- 
rich  media  baron  Eugene  S.  Pulliam  is 
one  of  the  very  few  members  or  close 
relatives  of  members  of  The  Forbes 
Four  Hundred  who  have  ever  served 
in  elected  office.  A  survey  of  The 
Forbes  Four  Hundred  reveals  only 
about  15 — even  counting  the  Kenne- 
dy clan  and  others  found  in  our  family 
groups  section.  Fewer  still  would  talk 
about  the  experience. 

A  few  weeks  before 
Dan  Quayle  was  put  on 
the  Republican  presi 
dential  ticket,  Congress 
man  Amory  Houghton 
Jr.  IR-N.Y.),  62,  ex- 
plained why  the  coun- 
try's economic  elite  rare 
ly  try  to  |oin  the  coun- 
try's political  elite — and 
adumbrated  the  prob- 
lems young  Quayle 
would  soon  have  with 
the  media.  "It's  tough  to 
put  your  name  on  the 
line  when  the  newspa- 
pers and  public  are 
watching,''  said 

Houghton,  who  served 
as  i  h.uim.m  of  Corning 
Glass  Works  (the  compa- 
ny his  great-great  grand 

lather    founded]    tor    19 

years  before  running  for 

icss        in         1986. 

ben  you  do  it,  you're 

looking  down  the  barrel 

gun.  You  realize  you 

completely  em- 

d  in  Front  of  your 

y  and  triends  " 

i    are   othei    dis- 


suasions. "A  lot  of  business  people 
don't  want  to  put  their  finances  under 
scrutiny — not  because  anything's 
wrong,  but  because  they  just  don't 
want  the  media  pawing  all  over  their 
personal  lives,"  says  Arthur  (Buddy) 
Temple  111  of  the  east  Texas  lumber 
Temples.  Temple  was  elected  to  Tex- 
as' House  of  Representatives  in  1972 
and  served  until  1981.  The  pawing 
"got  to  me  after  a  while,"  Temple 
admits,  "but  I  couldn't  complain  too 
much  because  I  helped  pass  the  bill 
that  called  for  tougher  financial  dis- 
closure   by   Texas   politicians.    So   1 


Anion  Houghton  Jr.,  Congressman  f/?-A  )  > 
"You're  looking  down  the  barrel  of  a  gun.' 


knew  what  I  was  in  for." 

Then  there's  the  vast  difference  be- 
tween the  world  of  business  and  the 
world  of  politics.  "When  someone 
from  The  Forbes  Four  Hundred  gives 
an  order,  it  gets  carried  out,"  observes 
Kim  McQuaid,  a  historian  and  author 
of  the  book  Big  Business  and  Presiden- 
tial Power.  "But  in  politics,  you  make  a 
decision  one  day  and  you  can  count 
on  the  fact  that  someone  will  try  to 
undo  it  the  next  day." 

McQuaid  adds  an  interesting  point. 
No  matter  how  wealthy,  elected  offi- 
cials must  start  their  careers  at  the 
bottom  of  a  complex  pecking  order, 
something  few  successful  business 
people  wish  to  do.  "Wealthy  business 
people,"  notes  McQuaid,  "want  to 
spend  their  time  dealing  with  the 
President,  because  he's  the  chief  hon- 
cho."  So  it  is  not  surprising  that  many 
of  the  superrich  tend  to  get  involved 
in  politics  as  presidential  appointees 
to  the  Cabinet,  as  Andrew  Mellon  and 
William  Simon  did,  or  on  high- 
powered  commissions,  as  Joseph  Ken- 
nedy did,  or  as  behind-the-scenes 
money  men  (see  ston;  p.  72). 

Another  problem:  what  to  do  with 
the  family  business  while  serving  the 
public?  William  Hobby  Jr.,  son  of 
Oveta  Culp  Hobby  and  currently  lieu- 
tenant governor  of  Texas,  has  contin- 
ued to  work  part  time  in  the  family's 
media  operations  throughout  his  po- 
litical career.  Stewart 
Bainum  Jr.  wound  up 
working  seven  days  a 
week,  juggling  his  re- 
sponsibilities at  Manor 
Care,  a  long-term  health 
care  and  lodging  compa- 
ny, during  his  eight-year 
tenure  as  a  Maryland 
state  delegate  and  sena- 
tor. "Luckily,  I  was  sin- 
gle and  the  legislature 
was  only  in  session  90 
days  a  year,"  he  recalls. 
"But  I  still  had  to  spend  a 
lot  of  evenings  knocking 
on  doors  while  working 
in  the  Manor  Care  office 
80  hours  a  week." 

Ben  Hill  Griffin  Jr.,  the 
citrus  magnate,  served 
as  a  state  representative 
and  then  senator  in  the 
Florida  state  legislature 
for  12  years  while  at  the 
same  time  running  his 
own  citrus  fruit  busi- 
ness. But  then  the  state 
switched  from  biennial 
to  annual  sessions.  He 
left  politics  after  he  ran 
for  governor.  (His  wife 
was   his   running    mate 
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oring  that  unsuccessful 
?74  bid.) 

The  media  don't  al- 
ays  pry  deeply  into  the 
;rsonal  and  financial 
ves  of  candidates  from 
ealthy  backgrounds, 
fhile  Quayle's  back- 
mnd  has  been  publicly 
issected,  for  example, 
lere  hasn't  been  much 
iscussion  of  Senator 
loyd  Bentsen's  wealth, 
et  Bentsen's  influential 
exas  family  has  been 
stimated  to  be  worth 
round  $100  million. 
When  they  do  occur, 
le  media  onslaughts 
on't  always  succeed, 
ecalls  Amory 
(oughton:  "Naturally, 
ly  opponent  used  it 
amily  wealth]  against 
le,  charging  that  I 
'asn't  a  man  of  the  peo- 
le  because  I  didn't  have 
d  scramble  to  support 
ly  family  and  a  mort- 
age."    But     Houghton     

ron,  handsomely.  Manor  Care's 
ainum,  who  calls  himself  a  "progres- 
ive  Democrat,"  was  labeled  by  his 
pponents  "a  spoiled  rich  kid."  He 
ountered  by  knocking  on  "thousands 
nd  thousands  of  doors"  to  give  voters 
face-to-face  chance  to  decide  other- 
/ise.  Says  historian  McQuaid:  "It's 
11  a  question  of  positioning  yourself 
s  a  successful,  risk-tak- 
ig  entrepreneur  and  not 
rich  wimp." 
As  Joseph  Kennedy 
howed  in  the  1960  pres- 
Jential  election,  family 
/ealth,  skillfully  used, 
5  generally  worth  the  ef- 
Drt  to  defend  it.  The 
Lennedy  money  still  in- 
luences  American  poli- 
ics.  Apart  from  Senator 
Edward  Kennedy 

D-Mass.),  there  are 
oung  Congressman  Jo- 
eph  Kennedy  II 
D-Mass.)  and  21-year- 
>ld  Patrick  Kennedy, 
."eddy's  youngest  son, 
vho  just  won  his  party's 
lomination  for  the 
thode  Island  House; 
here  is  no  Republican 
>pposition  for  the  seat. 

West  Virginia's  Dem- 
•cratic  Senator  John  D. 
(ay)  Rockefeller  IV  is 
ut  from  a  different 
)lock.  "My  father  was 
lonpolitical  and  so  was 


*ill\.in<)M.rlwl. 


Arthur  (Buddy)  Temple  HI 
"I  knew  what  I  was  in  for. 


I,"  he  says.  "But  in  the  1960s  I  joined 
Vista  and  went  to  West  Virginia, 
where  I  did  community  organizing  at 
an  ex-coal  camp.  There  was  never  any 
bolt  of  lightning  for  me  that  made  me 
realize  I  wanted  to  get  involved  with 
politics.  But  I  took  on  so  many  fights 
for  the  256  people  who  lived  in  that 
town  that  I  slowly  realized  I  could 


Ben  Hill  Griffin  Jr.,  former  Florida  legislator,  and  wife  Eleanor 
A  part-timer  who  didn't  make  it  to  full-time. 


make  a  difference.  And  I 
wanted  to."  Rockefeller 
began  the  first  of  two 
four-year  terms  as  gover- 
nor of  West  Virginia  in 
1977,  before  winning  his 
U.S.  Senate  seat  in  a 
close  election  in  1984.  In 
this  case,  too,  personal 
wealth  did  not  hurt, 
overall.  John  D.'s  great- 
grandson  Jay  Rockefeller 
was  able  to  finance  per- 
sonally most  of  a  $12 
million  campaign  for  his 
Senate  seat. 

Whether  Republican- 
or  Democrat,  most  poli- 
ticians from  wealthy 
families  gravitate  to  fi- 
nancial and  business  is- 
sues once  they're  in  of- 
fice. William  Hobby, 
who  comes  from  a  long 
line  of  politicians  (his 
mother,  Oveta,  served 
as  Texas'  House  parlia- 
mentarian in  the  Twen- 
ties),      says      he      has 

"largely   been    involved 

with  the  state  budget"  during  his  16 
years  in  office.  As  a  freshman  dele- 
gate Stewart  Bainum  Jr.  was  quickly 
appointed  to  Maryland's  House 
Ways  &  Means  Committee  and,  as  a 
freshman  senator,  to  the  Senate 
Budget  &.  Taxation  Committee. 

"I  felt  well  qualified,"  says  Bainum, 
who  was  active  in  working  out  Mary- 
land's savings  and  loan 
crisis  in  1985,  "because 
I'd  been  in  business 
school,  had  worked  for 
the  family  business  for 
six  years  and  was  used  to 
reading  contracts  and 
analyzing  budgets." 

In  all,  it's  too  bad  that 
fears  of  the  media's  no- 
holds-barred  intrusion 
into  their  private  lives 
helps  keep  many 
wealthy — and,  for  that 
matter,  not  so  wealthy — 
Americans  from  partici- 
pating more  fully  in 
American  political  life. 
Representative  Amory 
Houghton  puts  it  well 
when  he  says:  "The  U.S. 
debt,  the  deficit,  trade 
problems — these  are  not 
amateur  issues.  What 
you  bring  to  the  table  as 
a  politician  is  important. 
And  people  from  my 
kind  of  background  do 
have  a  lot  to  bring  to  the 
table."  ■ 
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The  mystique  of  old  money  does  mean 
something  to  somebody  besides  the  people 
who  have  it.  Newport,  R.I.Jor  instance,  has 
made  it  a  tidy  local  industry. 

Doing  the 
Bellevue  shuffle 


By  Lisa  Gubernick 


Newport,  R.I.,  the  so-called 
Queen  of  America's  resorts, 
was  in  rapid  decline  not  much 
more  than  a  decade  ago.  As  George 
Ballantyne,  vice  president  with  Sothe- 
by's Real  Estate  in  Boston,  puts  it, 
"The  city  was  on  the  verge  of  becom- 
ing the  Miss  Havisham  of  summer 
colonies." 

The    two    underpin 
nings  of  this  idyllically 
located  island,    lapped 
by  the  Atlantic  Ocean 
on  one  side  and  Narra- 
gansett  Bay  on  the  oth- 
er, were  coming  apart. 
The  summer  colonists 
who  had  made  tlie  s(.i 
side      city,      with      its 
31,000  souls  and  near 
Legendary         summer 
mansions,  a  haven  tor 
America's    aristocrats 
were  aging,  and  their 
children  weren't  com 
ing  back.  Things  really 
started  to  slide  in  1973, 
after  President   Nixon 
ordered  the  Navy  to  pull  out  its  fleet 
(»t    30-odd    destroyers,    which    had 
helped  support  the  other  side  OJ  town. 
By  1978  tilings  had  gotten  so  bad  that 
Edgehill,  a  magnificent  stone  edifice 
on  40  acres  ot  oceanfront  property 
once  owned   by  the  Mania'   family, 
old-line  Newporters,  was  sold  for  just 
$750,000  to  become  a  rehabilitation 
center  lor  alcoholics.  The  market  tor 
the  othei  grand  mansions  that  ranged 
up  and   down   picturesque,    winding 
Bellevue    Avenue,    Newport's    he.ut, 
equally  depressed. 
You   couldn't   touch   Edgehill   for 
times  that  much  today,"  says 


Carey,  Richmond  &  Viking,  the  real 
estate  broker  that  handles  many  of 
Newport's  tonier  addresses.  When 
Clarendon  Court,  the  seaside  manse 
once  home  to  Claus  and  Sunny  Von 
Bulow,  went  on  the  market  last  sum- 
mer for  $3.9  million,  there  were  six 
bidders.  Reported  purchase  price:  $4.2 
million. 

Newport  shook  off  its  decline 
through  the  unlikely  mating  of  new 
money  and  old  money 
plus  a  booming  influx 
of  tourists.  Revenues 
from  tourism  this  year 
should  exceed  $250 
million,  nearly  double 
the  amount  in  1983, 
and  that  was  the  last 
year  the  America's  Cup 
race  was  held  in  New- 
port. Over  the  last  ten 
years  the  number  of 
hotel 
bled, 
with 


inside  //>(■  Breakers 

Glimpsing  a  gilded  past 


rooms  has  dou- 
to  nearly  2,1 00, 
virtually     every 
one  booked  months  in 
advance  between  [une 
and  September. 
What         happened? 
"We  needed  something  to  replace  the 
fleet,"  recalls  Newport  Mayor  Robert 
McKcnna.  "We  realized  the  main  rea- 
son people  come  to  Newport  is  to  see 
those  mansions.  We  decided  to  mar- 
ket the  Bellevue  Avenue  mystique." 
Duffy   &    Shanley,    the    Providence- 
based   agency   for  the   Rhode   Island 
Tourist  Authority,  became  the  Ralph 
Lauren    of   tourism:    It    conceived   a 
campaign  capitalizing  on  the  appeal 
of  aristocracy.  One  of  the  series  of 
advertisements,  which  ran  in  publica- 
tions like  HG  and  Glamour,  features  a 
young  woman  romantically  posed  on 
the  terracotta  balustrade  of  Rosccliff. 
le  Andr.idc,  general  manager  of     Rosecliff  is  a  modest  Bellevue  Avenue 


"cottage"  modeled  after  the  Grand 
Trianon,  a  neoclassical  palace  built 
for  Louis  XIV.  Another  ad,  which  ran 
in  Family  Circle,  pictures  a  trio  of  T- 
shirted  tourists,  also  in  front  of  Rose- 
cliff.  The  ad's  caption:  "The  Vander- 
bilts,  the  Astors,  the  Belmonts  and 
the  Smiths.  Come  meet  some  of  the 
great  American  families  who  vacation 
in  Rhode  Island." 

There  has  even  been  a  special  push 
to  go  after  the  Japanese  and  the  al- 
mighty yen.  Five  years  ago  Newport 
launched  the  Black  Ships  festival,  a 
Japanese/American  festival  celebrat- 
ing the  fact  that  a  Newport  native, 
Commodore  Perry,  opened  trade  with 
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ourists  streaming  down  Neuport's  ubarres 

dding  nearly  S250  million  to  the  city's  coffers. 


apan.  Last  year  thousands  of  Japanese 
vere  among  the  1  million  tourists 
v^ho  crossed  over  the  Newport  Bridge 
o  troop  through  the  six  mansions 
hat  Newport's  Preservation  Society 
naintains  for  the  public. 

Social  Newport  begins  at  the  top  of 
lellevue  Avenue,  the  winding  road 
hat  represents  the  apex  of  American 
esort  extravaganzas.  Along  that  bou- 
evard,  side  by  side,  is  a  procession  of 
ottages — multimillion-dollar  man- 
ions  unequaled  in  the  annals  of  ar- 
hitectural  excess.  They  are  relics  of 
n  era,  the  end  of  the  last  century  and 
he  beginning  of  this,  in  which  con- 
picuous  consumption  was  raised  to 


the  level  of  art  form.  Hostesses  shyly 
revealed  they  could  give  dinners  for 
100  without  calling  in  extra  help. 
Each  diner  at  such  an  affair  was  at- 
tended by  a  liveried  footman.  Ten- 
course  meals  were  eaten  off  solid  gold 
services.  At  one  dinner  a  stream 
flowed  tastefully  down  the  middle  of 
the  table.  At  another,  the  center  of  the 
table  was  covered  with  sand;  each 
guest  had  his  own  small  sterling  silver 
pail  and  matching  shovel.  At  the  end 
of  the  evening,  the  guests  dug  for  fa- 
vors: emeralds,  rubies,  sapphires.  It 
was  an  era  in  which  $200,000  was 
spent  on  a  single  ball. 
But  the  creation  of  income  tax  in 


1913  brought  Newport's  era  of  glit- 
tery excess  to  a  screeching  halt;  the 
Depression  finished  it  off.  By  1937  the 
seaside  resort  had,  in  the  words  of 
social  historian  Dixon  Wecter,  be- 
come "an  aged  Gargantua  ...  no  bet- 
ter symbol  of  the  Twilight  of  the  So- 
cial gods." 

But  a  few  remnant  godlets  survive, 
living  relics  of  their  glittering  ances- 
tors, who  provide  a  breath  of  life  for 
the  museum  pieces  they  inhabit. 
"Nobody  would  come  to  see  our 
houses  if  there  were  no  animals  in  the 
zoo,"  is  the  way  John  Winslow,  presi- 
dent of  the  Newport  Preservation  So- 
ciety, puts  it.  Doris  Duke  still  sum- 
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A  cluster  of  condos 
The  ambiance  sells. 


Newport  Irani  the  cur 

Marketing  the  Bellevue  Avenue  mystique. 


mers  at  Rough  Point,  reclusive  behind 
the  high  walls  topped  with  barbed 
wire.  But  her  presence  is  felt  most 
strongly  along  the  waterfront]  for  the 

last  two  decades  she  has  helped  fund 
the  multimillion-dollar  restoration  of 
the  18th-century  colonial  houses  lin- 
ing the  winding  streets  approaching 
New  pint  b  wharves. 

Countess  Antony  Szapary,  far  more 
visible,  still  resides  in  a  14-room  suite 
on  the  third  floor  of  the  Breakers,  the 
grandest  cottage  of  all,  built  by  Corne- 
lius Vanderbilt  and  now  owned  by  the 
port    Preservation   Society.    Last 
summer  some  500  guests  (nearly  half 
•'t  them  out-ot-towncis]  paid  $300  a 
head  to  attend  the  Preservation  Socie- 
i  '!  ball  .it  the  Breakers,  most 
1  ipse   -i   piece  of  New- 


port's past.  They  weren't  disappoint- 
ed. The  countess  ventured  down  from 
her  suite,  camera  in  hand,  to  take 
pictures  as  the  crowd  danced  away  a 
summer  evening  in  the  ballroom  built 
by  her  grandfather 

It's  not  just  the  tourists — be  they 
day-trippers  or  ballgoers — who  buy 
Newport's  aristocratic  image.  Over 
the  last  dozen  years  real  estate  devel- 
opers have  swarmed  in.  "The  ambi- 
ance  of  19th-century  elegance  is  still 
evident  in  Newport,  and  it  sells,"  says 
(ay  Schochet,  a  Boston-based  develop- 
er responsible  for  one  of  Newport's 
first  condominium  projects.  Others 
have  followed  in  Schochet's  path. 
Where  once  were  fishermen's 
wharves  and  seedy  sailors'  bars  now 
stand  a  welter  of  condominiums  and 


shopping  malls. 

The  transition  hasn't  come  easily. 
"What  I  find  so  tragic,"  sniffs  Count- 
ess Szapary,  "is  that  it  was  done  in 
such  poor  taste."  She  is  not  alone.  But 
despite  such  reservations,  old  money 
has  reluctantly  accommodated  the 
new.  Schochet,  for  example,  plays 
court  tennis  at  the  Casino  on  Bellevue 
Avenue  alongside  the  scions  of  some 
of  Newport's  oldest  families. 

Over  the  last  half-dozen  years  there 
has  been  a  steady  influx  of  new  sum- 
mer residents,  New  Yorkers,  Bosto- 
nians,  Palm  Beachers  and  Texans, 
snapping  up  Newport  estates  nearly 
as  quickly  as  they  come  to  market. 
Two  years  ago  John  Mashek,  an  oil 
heir  from  Palm  Beach,  bought  Fair- 
holme,  a  20-room  Tudor  mansion, 
priced  at  $1.8  million.  That  same  year 
Sally  and  John  French — she  is  a  pri- 
vate banker  at  Citibank,  he  is  a  Man- 
hattan-based venture  capitalist — paid 
over  $1  million  for  Oakwood,  an 
1850s  summer  mansion.  The  appeal? 
"It's  nice  having  elegant  neighbors," 
says  Sally  French.  "Newport  is  quiet 
elegance." 

For  how  long  remains  to  be  seen. 
"What  does  it  take  to  make  it  into  | 
Newport  society  today?  Money 
helps,"  says  Robert  Corbin,  who 
heads  Private  Properties,  a  local  real 
estate  firm.  Anything  else?  "People 
here  entertain  formally.  If  someone 
can  do  that,  it  makes  it  easier." 

So  the  standards  are  down  a  tad. 
Spouting  Rock  Beach  Association — 
Bailey's  Beach  to  the  cognoscenti — is 
constantly  expanding  membership 
rosters.  Yet  there  are  distinctions  re- 
maining: There's  a  shortage  of  beach- 
side  cabanas.  "In  order  to  get  one," 
says  the  club's  president,  "someone 
has  to  die.  Usually  I  have  people  call- 
ing about  cabanas  before  they've  held 
the  funeral."  Another  Newport  patri- 
arch, whose  family  has  summered  in 
Newport  since  before  the  turn  of  the 
century,  puts  the  old  guard's  view 
with  refreshing  bluntness:  "We  need  a 
new  millionaire  or  two  a  year  in  order 
to  survive." 

That  same  sort  of  Yankee  pragma- 
tism affects  the  old-liners'  attitudes 
toward  the  tourists.  John  and  Eileen 
Slocum  (she  is  a  12th-generation 
Rhode. Islander  with  ties  to  John  Car- 
ter Brown,  founder  of  Brown  Univer- 
sity), for  instance,  live  in  a  rambling 
stone  mansion  on  six  acres  bordenngj 
Bellevue  Avenue.  The  Slocums  are 
currently  trying  to  manage  their 
Bellevue  estate  so  they  can  keep  the 
house  in  the  family.  "If  it  weren't  for| 
the  money  the  tourists  are  bringing 
in,"  says  Slocum,  "our  real  estate  tax- 
es would  be  even  worse."  ■ 
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Nearly  a  century  before  Forbes,  the  New  York  Tribune  made  a 
serious  effort  to  name  the  richest  people  in  America.  Among  othei 
things,  the  Tribune  list  confirms  that  private  American  wealth  can 
fall  victim  to  poor  business  judgments  and  spendthrift  heirs. 


The  Tribune  4,047 


II  s  AN  ELECTION  YEAR,  and  the 
conventions  are  fast  approaching. 
Both  parties  arc  nervous.  The 
mood  of  the  country  is  volatile,  the 
stock  market  ragged  with  fear  that  a 
depression  looms.  Two  issues  arouse 
passions:  protectionism  and  the  mon- 
ey question.  The  incumbent  Republi- 
cans, desperate  to  hold  the  White 
House,  find  themselves  saddled  with 
a  dull,  uninspiring  candidate. 

The  year  was  1892.  Reluc- 
tantly, the  GOP  nominated  .1 
ticket  of  incumbent  Benja- 
min Harrison,  who  had  bare 
ly  squeaked  into  the  presi 
dency  in  1888,  and  Whitelaw 
Reid,   publisher  ot   the  Neu 
York  Tribune  and  fresh  from  a 
three-yeai  stun  as  ministei 
to  France.  The  party's  chief 
plank  was  defense  ot  the  high 
Mckinley  tariff  on  many,  im- 
ported    goods.     The     t.nilt 
named  lor  the  Ohio  congress 
man    who    would    latei    be- 
come president  (see  story,  /> 
(>S),    raised    prices    and    had 
ajoused    bitter    controversy 
Since  its  passage  m  I 

Together,    these   elements 
gave  birth   to  a   unique  and 
long  neglected     ancestoi     ot 
The   Forbes   Four  Hundred: 
tbc  Ac/*  )(»k  Tribune's  list  ot 
American    millionaires    [in- 
cluding      many       estates). 
.1!  ovei  five  Sunday  edi- 
luring  M.i\  and  fune  ot 
I  then  published  in 
pamphlet  form,  the  list  was 
tin  lust  and  most  intensive 
effort  .ii   .  l ensus  ot  th<  re- 
public's wealthiest  citizens. 


By  Maury  Klein 


State  by  state,  town  by  town,  it  com- 
piled a  startling  total  of  4,047  people 
thought  to  be  worth  at  least  a  million 
dollars 

Raw  politics  lay  behind  the  list. 
The  Tribune  had  been  a  diehard  Re- 
publican paper  since  the  days  of  Hor- 
ace Greeley,  and  Whitelaw  Reid  was  a 


George  Eastman  (1854-1932)  bought  a  "photo- 
graphic outfit"  for  $94  at  age  23.  The  unsatisfac- 
(or\  equipment  led  him  to  develop  transparent 
film.  He  helped  found  the  motion  picture  indus- 
try— the  movie  camera  invented  by  Thomas  Ed- 
ison, bis  contemporary,  required  flexible  film. 
Eastman,  who  never  married,  became  a  major 
philanthropist  and  disbursed  over  half  his  for- 
tune before  he  died,  by  his  own  hand. 


longtime  party  regular.  One  rivaj 
New  York  paper  had  already  pub 
hshed  a  list  of  122  people  who,  ill 
claimed,  had  amassed  fortunes  rang 
ing  from  $5  million  to  $125  million— 
the  equivalent  today  of  nearly  $2  bil 
lion — thanks  to  the  protective  tariff 
The  Farmer's  Alliance  charged  wildly 
that  no  fewer  than  31,000  business- 
men in  the  country  had  become  mil 
honaires  by  "  'robbery'  of  the 
people"  through  the  tariff. 

This  blather  outraged  not 
only  Reid  but  also  the  7/7-1 
bune's  financial  expert,  RosJ 
well  G.  Horr.  The  Tribum 
rich  list,  probably  Horr's1 
brainchild,  was  designed  to 
refute  what  he  deemed  radij 
cal  fantasies.  It  was  prepared 
with  care,  enlisting  the  help 
ot  1,500  persons  in  different 
parts  of  the  country  over  an 
18-month  period.  Horr  did 
not  claim  that  the  list  was 
perfect,  but  he  insisted  that 
it  erred  on  the  side  of  fairness 
and  invited  anyone  to  submit 
corrections.  Few  did. 

By  the  Tribune  list's  reck- 
oning, only  1,125  of  the 
4,047  millionaires  made 
their  money  in  fields  protect- 
ed by  the  "robber  tariff" — 
though  this  finding  did  little 
to  help  the  Republicans  in 
1892.  The  Democratic  tick- 
et, headed  by  Grover  Cleve- 
land, won  the  election,  just 
in  time  to  catch  the  blame 
for  the  worst  depression  to 
wrack  America  prior  to  1929. 
For  nearly  a  century  the 
Tribune  list  has  mostly  gath- 
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red  dust.  Yet,  like  the 
ontemporary  Forbes  Four 
lundred  and  Forbes'  an- 

ual  survey  of  the  world's 
illionaires,  the  Tribune's 
urvey  throws  consider- 
ble  light  onto  the  world 
hat  produced  the  for- 
unes  on  display. 

Consider,  first,  what 
laving  a  million  dollars 
neant  in  1892.  An  aver- 
,ge  factory  worker  earned 
bout  $446  annually,  a 
ailworker  $563,  a  miner 
.393.  Among  white-collar 
vorkers,  a  clerk  took 
lome  about  $885  per  year, 
)OStal  workers  $899,  pub- 
ic school  teachers  only 
)270.  Flour  cost  about  14 
:ents  for  5  pounds,  steak 
12  cents  a  pound,  butter 
»8  cents  a  pound.  Sugar 
jvas  a  steep  28  cents  for  5 
rounds,  thanks  in  part  to 
i:he  tariff.  There  was  no 
ncome  tax  to  pay.  An  av- 
erage family,  including 
servants,  could  live  com- 
fortably for  less  than  $2,000  a  year.  In 
Durchasing  power  terms,  a  million 
dollars  in  1892  would  equate  to  $12.9 
million  in  1988  dollars. 

As  mapped  by  the  Tribune,  the  na- 


Henrietta  (Hetty)  Green  (1834-1916),  probably  the 
wealthiest  American  woman  of  her  day,  inherited 
nearly  $10  million,  forged  a  deceased  relative's  will  in 
an  unsuccessful  attempt  to  get  more,  then  invested 
shrewdly  in  real  estate,  railroads  and  other  stocks  and 
bonds.  This  legendary  miser  eventually  amassed  over 
$100  million,  easily  worth  $1  billion  in  1988  dollars. 


Joseph  Pulitzer  (1847-1911) 
grew  up  in  Budapest  and  came 
to  America  by  joining  the 
Union  Army  in  1864  through  a 
recruiter  in  Hamburg.  At  his 
death,  Pulitzer  left  the  St.  Louis 
Post-Dispatch  and  other  news- 
papers to  his  family  and  $2  mil- 
lion to  Columbia  University  to 
launch  a  school  of  journalism, 
of  which  $500,000  endowed  the 
famed  Pulitzer  prizes. 


' 


tion's  private  wealth  was  concentrat- 
ed east  of  the  Mississippi  and  north  of 
Washington,  D.C.  Two-thirds  of  the 
millionaires  uncovered  by  the  Tribune 
lived  in  only  5  states:  New  York 
(37%),  Pennsylvania  (9%),  Illinois 
(8%),  Massachusetts  (7%)  and  Ohio 
(5%).  Another  14%  lived  in  the  next  5 
states  (California,  New  Jersey,  Michi- 
gan, Missouri  and  Minnesota). 

The  nation's  population,  about  66 
million,  was  primarily  agrarian,  but 
the  private  fortunes  were  centered  in 
the  cities,  those  mushrooming  nerve 
centers  of  the  newly  industrial  coun- 
try. Five  cities  held  nearly  half  of  the 
names;  20  contained  two-thirds  of 
them.  New  York  City  alone  boasted 
27%  of  all  the  1892  millionaires.  Be- 
hind it  came  Chicago  (7%),  Boston 
(5%),  Philadelphia  (5%)  and  San  Fran- 
cisco (4%).  Flipping  forward  to  The 
Forbes  Four  Hundred  surveys,  in  1988 
New  York's  share  of  the  country's 
rich  has  shrunk  to  20%,  and  Los  An- 
geles accounts  for  8%.  Chicago  ac- 
counts for  5%,  San  Francisco  for  4%. 

Lord  fames  Bryce,  a  diplomat  and 
observer  of  the  American  scene, 
wrote  in  1888:  "Sixty  years  ago  there 
were  no  great  fortunes  in  America, 
few  large  fortunes,  no  poverty.  Now 
there  is  some  poverty  .  .  .  many  large 
fortunes,  and  a  greater  number  of  gi- 
gantic fortunes  than  in  any  other 
country  in  the  world." 

In  1892  the  variety  of  ways  to  ex- 
ploit the  new  order  was  staggering.  A 
scant  2%  of  the  Tribune  elite  got  rich 


in  agriculture,  though 
65%  of  the  population 
still  lived  outside  the  cit- 
ies. But  wealth  from  most 
other  fields  of  endeavor 
was  exploding.  Then,  as 
now,  media  barons  in  the 
form  of  newspaper  pub- 
lishers ornamented  the 
1892  list.  Among  them: 
James  Gordon  Bennett, 
Charles  A.  Dana,  Joseph 
Medill  and  Joseph  Pulit- 
zer. William  Randolph 
Hearst  was  on  the  list,  but 
only  as  an  heir  to  a  fortune 
in  mining,  banking  and 
real  estate.  The  Tribune's 
Whitelaw  Reid  did  not 
take  a  spot  on  his  own  list. 
He  was  well-fixed,  howev- 
er: His  wife  was  the 
daughter  of  banker  D.O. 
Mills,  who  had  no  trouble 
making  the  grade. 

High  tech  put  a  few  peo- 
ple on  the  Tribune  roster, 
but  the  term  worked  at  a 
different  level  then.  The 
technology  that  earned 
wealth  consisted  of  such  things  as 
Alexander  Graham  Bell's  telephone, 
Elias  Howe's  sewing  machine,  Thom- 
as Edison's  gadgets,  George  Westing- 
house's  air  brakes  and  George  East- 
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Marshall  Field  (1834-1906), 
with  $1,000  saved  from  his  job 
as  a  store  clerk,  built  up  his 
namesake  department  store  and 
later  used  the  Chicago  fire  wise- 
ly, buying  cheap  real  estate  all 
over  town.  He  died  a  broken 
man  two  months  after  his  son's 
suicide,  leaving  his  fortune  in 
trust  until  his  two  young  grand- 
sons reached  50  (see  listings, 
Ted  and  Marshall  Field). 
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Charles  Pillsbury  11842-99) 
bought  a  share  in  a  small  flour 
mill  in  Minneapolis  just  as  new 
technology  was  coming  to  that 
industry.  In  1872  he  set  up  C.A. 
Pillsbury  &  Co.,  and  by  1889, 
when  it  was  sold  to  a  British 
company,  it  had  three  mills 
with  a  total  capacity  of  10,000 
barrels  a  day. 


Cyrus  McCormick  (1809-84) 
was  born  in  a  log  cabin  on  a 
Virginia  farm,  where  he  invent- 
ed the  reaper  that  brought  the 
Industrial  Revolution  to  the 
farm.  The  vast  prairies  being  the 
place  for  his  new  machine,  he 
moved  to  Chicago,  where  he 
sold  reapers  on  credit,  with  a 
written  guarantee  on  every  ma- 
chine. McCormick's  factory 
was  the  first  to  be  rebuilt  after 
the  Chicago  fire. 


Andrew  Carnegie  (1835-1919) 
first  worked  in  a  cotton  mill  for 
$1.20  a  week.  Later,  having 
built  his  vast  steel  fortune,  he 
disbursed  $350  million  of  it  be- 
fore he  died,  saying  that  one 
who  disposes  of  his  fortune  in  a 
will  "is  content  to  wait  until  he 
is  dead  before  he  becomes  much 
good  in  the  world." 


Culver  I'teiurv-. 


man's  cameras.  "investments"  or  is  not  given.  emerging 

Oil  barons  were  few  in  number;  the  The  beginnings  of  the  mass  con-  labor  was 
great  Spindletop  strike  of  1901  lay  sumer  market  appeared  in  the  teem-  Philip  D 
nine  years  over  the  horizon.  Texas  ing  cities,  where  a  middle  class  was  Pillsbury 
boasted  a  mere  57  mil- 
lionaires. But  mining 
yielded  a  host  of  fortunes: 
the  Anaconda  coppei 
kings,  W.A.  Clark,  Mar- 
cus Daly  and  )ames  Ben 
All  Haggin;  the  silver  bo- 
nanzas of  John  W.  Mackay 
and  lames  R.  Keene;  the 
coal  barons  ot  Pennsylva- 
nia (not  to  mention  Mark 
Hanna  in  Cleveland);  the 
ore  magnates  ot  Minneso- 
ta; and  Professor  Alexan- 
der Agassiz  of  Harvard, 
who  got  rich  on  copper 
mines  near  Lake  Superior 
One  source  of  wealth 
has  remained  constant 
throughout  American  his- 
tory: land  Since  the  firsi 
developers  stepped  ashore 
at  famestown  and  Plym- 
outh, Americans  have 
grown  rich  dealing  in  land 
or  simply  holding  it 
through  generations  Real 
estate  accounted  tor  22% 
be  fortunes  on  the 
I  ORBI  s  list;  on  the 
Tribune  list,  land  and  real 

ure  in  about 
ot  the  fortunes,  and  surely 
in  many  more  where  the 
ailed    simply 


Tom  Loftin  Johnson  (1854-1911)  invented  the  coin  fare 
box,  and  in  time  founded  a  Cleveland  trolley  company. 
He  later  went  into  politics,  serving  twice  in  Congress 
and  four  times  as  Cleveland's  mayor.  His  campaign 
slogan:  "Home  rule;  three-cent  fare;  and  just  taxation." 


and  the  tide  of  immigrant 

rising.  Gustavus  Swift  and 

.    Armour    (meat),    Charles 

(flour)  and  Claus  Spreckels 

(sugar)    fed    the    swelling 

population  of  the  cities, 

while    John   Wanamaker, 

Isador    Straus,     Marshall 

Field,    Eben    Jordan    and 

Benjamin    Altman     (yes, 

the    B.    Altman)    clothed 

them    in   style.    Smokers 

who  liked  their  cigarettes 

prerolled  made  James  B. 

Duke  a  rich  man. 

The  list  contains  sever- 
al names  that  are  familiar 
today.  Along  with  the 
above,  these  include  An- 
drew Carnegie,  Frederick 
Weyerhaeuser,  John  D. 
and  William  Rockefeller, 
the  du  Ponts. 

But  what  of  John  Hoey 
from  Hollywood,  N.J.  or 
Mrs.  Sallie  Huffman  from 
Fort  Worth,  Tex.?  Or  Tom 
Johnson,  who  dominated 
Cleveland's  traction,  or 
streetcar,  franchises?  Af- 
ter making  his  fortune, 
Johnson  turned  reformer, 
was  elected  mayor,  and 
went  after  franchise  ex- 
ploiters whose  methods 
he  knew  firsthand.  The 
struggle  cost  him  his 
health  and  his  fortune.  For 
every    Rockefeller    there 
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Americas  Tower 
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1177  AVENUE  OF  THE  AMERICAS 

A  50  story,  one  million  square  foot  office  tower  in 

granite,  steel  and  glass,  rising  in  the  heart  of 

New  York's  most  prestigious  corporate  thoroughfare. 

Occupancy  1990. 


AMERICAS  TOWER  is  a  joint  venture  development  of  NYL  Development  Corporation,  an  Affiliate  of  Th< 
New  York  Land  Company;  and  KG  Land  New  York  Corporation.  For  information  call  212-980-4649. 


rv 


were  dozens  of  1892  mil- 
lionaires whose  names 
mean  nothing  today. 

One  of  the  standout 
facts  recorded  by  the  Tri- 
bune is  that  nearly  a  quar- 
ter of  the  1892  million- 
aires inherited  their  mon- 
ey. The  figure  may  be 
somewhat  low,  but  even 
so  the  message  is  clear 
that  the  American  econo- 
my was  fluid,  an  environ- 
ment as  friendly  to  mak- 
ing as  to  inheriting  mon- 
ey. Reflecting  the  mores 
of  the  times,  this  was 
more  true  for  men  than 
women:  about  10%  of  the 
Tribune's  millionaires 
were  women,  nearly  all  of 
whom  inherited  their 
money. 

The  pattern  of  inherited 
wealth  in  1892  confirms 
the  adage  that  the  East  be- 
longed to  those  who  had 
already  made  money,  the 
West  to  those  who  were 
busy  making  it.  In  the 
four  eastern  states  with  the  most  mil- 
lionaires, some  30%  of  the  fortunes 
were  inherited,  at  least  in  part.  In  Cal- 
ifornia and  Texas,  by  contrast,  only 
14%  of  the  millionaires  listed  mherit- 


George  Westinghouse  (1846-1914)  took  out  the  first  of 
361  patents  at  age  19.  At  22  he  invented  the  air  brake, 
which  had  the  paradoxical  effect  of  speeding  train 
travel.  It  allowed  the  engineer  to  slow  down  or  stop 
the  train  without  leaving  his  car.  Westinghouse  lost 
control  of  his  companies  following  the  panic  of  1907. 
But  about  the  same  time  he  helped  reorganize  the 
Equitable  Life  Assurance  Society. 


centered  in  the  rapidly  in- 
dustrializing— and  cur- 
rently rejuvenating — Mid- 
west region.  In  the  six 
leading  midwestern 

states,  which  accounted 
for  859  millionaires,  only 
9%  inherited  their  mon- 
ey. The  rest  all  made  it  on 
their  own. 

In  this  context  it  is  in- 
teresting to  look  at  The 
Forbes  Four  Hundred. 
This  year,  nearly  two- 
thirds  of  The  Four  Hun- 
dred accumulated  their 
own  fortunes.  Of  the  51 
$1  billion-plus  fortunes 
on  the  Forbes  list,  24  are 
self-made. 

Conversely,  scores  of 
names  that  have  made 
The  Four  Hundred  list 
since  1982  do  not  appear 
on  this  year's  ranking. 
Today,  as  at  the  turn 
of  the  century,  large 
fortunes  can  easily  fall 
victim  to  estate  taxes, 
poor  business  judgment, 
ed  their  money  (and  most  of  the  for-  spendthrift  heirs  or  dilution  over  the 
tunes  were  derived  from  land  or  real  course  of  several  generations.  This 
estate).  But  the  Tribune's  list  suggests  country  never  has  been,  and  one 
that  a  great  deal  of  the  country's  en-  hopes  never  will  be,  cursed  by  rigid 
trepreneunal  activity  at  the  time  was     socioeconomic  castes.  ■ 


■ 


James  B.  Duke  (1856-1925)  be- 
gan by  peddling  a  small  amount 
of  tobacco  overlooked  on  his 
family's  farm  by  marauding 
Union  soldiers.  By  1889  Duke 
produced  half  the  cigarettes  in 
the  U.S.  In  1890  he  formed  the 
tobacco  trust  as  the  American 
Tobacco  Co.,  with  himself  as 
president,  but  had  to  dismantle 
it  in  1911  under  antitrust  laws. 
Duke  endowed  a  university  and 
in  late  middle  age  had  a  daugh- 
ter (see  listings,  Doris  Duke). 


i  uhrt  PKTurr* 


Charles  Deere  (1838-1907),  the 
fifth  child  of  John  Deere,  took 
over  his  father's  tractor  compa- 
ny, John  Deere  &  Co.,  in  1858. 
Deere  greatly  expanded  his 
firm's  product  lines,  from  31  in 
1866  to  287  in  1900,  with  every- 
thing from  plows  to  bicycles. 


John  Wanamaker  (1838-1922), 
when  he  launched  his  Philadel- 
phia department  store  in  1877, 
made  his  customers  an  astound- 
ing offer,  much  like  Cyrus 
McCormick's:  a  full  money- 
back  guarantee  on  all  merchan- 
dise. The  store  quickly  grew  to 
one  of  the  largest  in  the  nation. 
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AEG 

Asked  6  Experts: 


"How  Will 

Technology 

Affect 

America 

in  the 

Next  10  Years?" 


Alvin  Toff  ler 
on  mass  customization: 

(Author  of  Future  Shock 
and  The  ThirdWave*) 


Jane  Jacobs 
on  cities: 

(Author  of  The  Death  and  Life 
of  Great  American  Cities  *  * ) 


Burnham  P.  Beck1 
on  the  information) 

(Author  of  Ideas  About  the  m 


(£  We  are  racing  toward  machine 
customization  on  a  round-the-clock, 
continuous  basis  ...[Some  indus- 
tries] are  advancing  to  the  point  at 
which  the  machines  can  continuously 
reset  themselves,  so  that  the  units  of 
output — each  one  different  from  the 
next — stream  from  the  machines  in 
an  unbroken  flow  J  J 


££  At  present  public  transportation 
languishes,  but  not  from  lack  of 
potential  technical  improvement.  A 
wealth  of  ingenious  technique  lies  in 
limbo.  Good  transportation  and  com- 
munication are  not  only  among  the 
most  difficult  things  to  achieve,  they 
are  also  basic  necessities.  55 


it  The  most  fundamental  a 
ential  U.S.  social  trend  will 
continuous  growth  of  know 
Spending  on . . .  organized  R  a 
grow  from  about  2%  of  U.S. 
1980  to  between  4  and  6%  by 
2100  because  men  will  becoi 
more  aware  of  the  large  soci 
from  R  and  D...  JJ 


AEG  and  why  we  can 


Who  is  AEG,  and  why  do  we  care  about  the  future?  You 
may  not  realize  it,  but  we've  been  part  of  American  life 
since  the  beginning  of  the  century. 

Our  Olympia  typewriters  were  introduced  here  in 
1908  AEG  Power  Tools  for  contractors  and  industrial 
users  have  been  sold  here  for  almost  30  years.  The  radio 
in  nearly  every  other  American-built  car  contains  AEG 
components,  and  the  satellite  signals  to  your  TV  set  were 
probably  transmitted  by  AEG  traveling  wave  tubes 

Thomas  Edison  helped  found  the  company  which 
became  AEG  in  1887.  Since  then,  we've  become  an  inter- 
national, high  technology  company,  80,000  strong,  head- 
quartered in  Frankfurt,  West  Germany. 


We  are  a  member  of  the  Daimler-Benz  Group, 
not  only  for  its  superior  quality  Mercedes-Benz  at 
biles,  but  also  for  new  technologies  in  fields  rangir 
space  to  communications. 

We  re  interested  in  the  future  because  our  busi 
the  future.  Like  Europeans  before  us,  we've  come  I 
share  the  American  dream,  to  participate  in  its  d) 
present  and  contribute  to  its  exciting  new  tomorrows 

As  the  following  pages  show,  we've  formed  re 
ships  with  some  of  America's  most  advanced  engir 
companies.  Our  intent  is  to  link  European  expert!' 
American  ingenuity,  to  help  maintain  and  expand  th 
ership  of  U.S.  industry  in  the  technological  revolutk 


John  Diebold 
on  automation: 

Author  of  Beyond  Automation) 


\^> 


Arthur  C.Clarke 
on  the  computer  age: 

(Co-author  of 
2007;  A  Space  Odyssey) 


Charles  P.  Lecht 
on  computers  and  man: 

(Author  of 
The  Waves  of  Change) 


l3oth  office  and  factory  automa- 
I  have  been  instrumental  in  in- 
i  sing  our  productivity  and  national 
jiut.  In  fact... automation,  and  the 
bepts  it  embodies,  has  become  a 
\onal  resource — a  source  of 
hgth  to  the  nation  and  a  stimulus 
iBChnological  change.  J  J 


fi£  ...Today's  computers  are  morons 
compared  to  those  that  they  them- 
selves are  now  helping  to  design. . . . 

2007  will  not  arrive  by  2001.  Yet- 
barring  accidents — by  that  date 
everything  depicted  in  the  book  and 
the  movie  will  be  in  the  advanced 
planning  stage.  J  J 


£fi  ...the  computer  system. ..ex- 
ceeds in  importance  anything  yet 
invented  by  man... one  of  those  rare 
quantum  leaps  in  our  evolutionary 
history  that  has  forced  the  human 
mind  to  transcend  its  apparent  limits 
simply  to  keep  pace  with  the  product 
of  its  own  creative  ruminations.  J  J 


sing  around  the  world  at  an  unprecedented  pace, 
ilt  is  an  exciting  age  to  be  in,  with  new  industry  and 
science  evolving  from  the  old.  Our  ventures  include 
/thing  from  "seeds"  with  enormous  potential — like 
I  Westinghouse  Transportation  Systems'  Magnetic 
i  ation  trains — to  firmly  established,  high  technology 
oanies  like  MODICON,  a  key  element  in  the  exploding 
J  of  industrial  automation. 

In  fact,  we  make  high  technology  products  for  almost 
/  major  industry  today,  from  food  processing  and  steel 
jronautics,  health  care  and  automotive  companies, 
success  of  our  mission  depends  on  how  well  we  antic- 
1  and  service  the  needs  of  our  customers  in  America 


and  in  the  world  at  large.  Their  potential  is  our  potential. 
Their  dreams  are  our  dreams. 

We  need  to  know  the  future,  to  help  shape  it.  We're 
AEG .  Our  business  is  the  future. 

c  1988  AEG  "Reprinted  by  permission  of  William  Morrow  &  Co  Inc  Copyright 
©  1980  by  Alvin  Toffler.  "  From  The  Death  and  Life  of  Great  American  Cities  by 
Jane  Jacobs  Copyright  c  1961  by  Jane  Jacobs.  Reprinted  by  permission  of 
Random  House.  Inc. 


AEG 


The  future  of 
city  transportation 


Photocompostte  of  magneticlevitation  train  against  Los  Angeles  skyline. 


((  At  present  public  transporta- 
tion languishes,  but  not  from 
lack  of  potential  technical  im- 
provement. A  wealth  of  ingeni- 
ous technique  lies  in  limbo.  55 

Jane  Jacobs 

Author  of  The  Death  and  Life  of 

Great  American  Cities' 


It  floats,  it  makes  little  noise  and  it 
leaves  behind  no  pollution  Yet  it 
costs  far  less  to  run  than  any  rail 
transport  system  in  the  U.S. 

This  is  the  Magnetic  Transit 
System,  a  futuristic  product  of  the 
new  joint  venture  launched  by 
AEG,  the  high-technology  com- 
pany, and  Westinghouse,  a  world 


leader  in  people  mover  systems 
and  mass  transit  equipment. 

The  train  is  levitated  by  perma- 
nent magnets  which  keep  the  vehi- 
cles suspended  without  the  need 
for  electrical  energy.  It  is  pulled 
along  in  almost  total  silence  by 
electric  current  embedded  in  the 
track. 

And  since  it  has  a  low  weight,  it 
doesn't  need  a  heavy,  expensive 
support  structure. 

The  result  is  clean,  safe, 
energy-saving  transportation  that 
can  be  built  for  a  fraction  of  the  cost 
of  subways  or  conventional  train 
systems.  And  it  can  be  built  over 
existing  rights-of-way  No  need  to 
destroy  or  disrupt  any  part  of  the 
city  it  is  meant  to  serve. 

The  magnetic  levitation  train 
sounds  like  an  engineer's  fantasy. 
But  one  system  is  running  now  in 
West  Berlin.  Two  more  have  been 
approved  for  Frankfurt  airport  and 
for  Las  Vegas,  Nevada.  Still  other 
projects  are  under  discussion  in 


major  cities  across  the  U.S. 

Magnetic  levitation  is  just  one 
more  example  of  innovative  tech- 
nology from  AEG,  and  its  future  will 
be  the  product  of  combined  AEG 
and  Westinghouse  experience  in 
building  public  transit  systems.  If 
you'd  like  to  know  more,  call  John 
Bivens  at  (213)  556-1511,  or  write  to 
him  at  Magnetic  Transit  of  America, 
Inc.,  1925  Century  Park  East,  Suite 
1830,  Los  Angeles,  CA  90067,  an 
affiliate  of  AEG  Westinghouse 
Transportation  Systems,  1501  Leb- 
anon Church  Road,  Pittsburgh,  PA 
15236-1491.  Our  business  is  the 
future. 

C  1988  AEG  •From  The  Death  and  Life  of  Great 
American  Cities  by  Jane  Jacobs  Copyright  c 
1961  by  Jane  Jacobs.  Reprinted  by  permission  of 
Random  House,  Inc 


AEG 


The  future 
office 


££  Offices... will  use  more  and 
more  new  machines.  As  real 
wages  continue  to  rise,  the  use 
of  both  new  and  old  machines  will 
become  ever  more  economic.  J  J 
Burnham  P.  Beckwith 
Author  of  Ideas  About  the  Future 


The  machine  in  the  picture  above  is 
not  yet  at  your  local  office  equip- 
ment dealer.  It  is  a  glimpse  into  the 
future,  a  prototype  of  a  voice-acti- 
vated computer. 

A  product  of  the  leading-edge 
R&D  from  AEG  Olympia,  it 
responds  when  spoken  to  and 
prints  what  the  operator  says.  Ulti- 


mately, it  will  have  a  vocabulary  of 
20,000  words  and  require  little  or 
no  training  to  use. 

It  is  just  one  example  of  the 
new  technology  rising  out  of  the 
amalgamation  of  AEG,  the  interna- 
tional electronics  company,  and 
Olympia,  who  sold  America  the  first 
of  its  high  quality  typewriters  80 
years  ago. 

It  is  a  union  that  will  have  im- 
portant effects  on  methods  and 
functions  in  business  offices 
around  the  world. 

Already,  AEG  Olympia's  most 
sophisticated  typewriters,  printers 
and  fax  machines  are  being  viewed 
as  parts  of  even  more  sophisti- 
cated systems.  Our  experience 
with  pattern  recognition  and  optical 
scanners  has  produced  automatic 
letter  sorters  now  being  used  by, 
among  others,  the  U.S.  Postal  Ser- 
vice. And  new  products  are  in 
development,  designed  to  be  com- 
patible with  existing  equipment,  so 
you  can  upgrade  or  add  on  without 


Prototype  design  tor  voice-activated  computer 


major  changes. 

Data  will  flow  faster,  more 
completely  and  more  precisely 
than  you  ever  thought  possible. 
Business  decisions  will  be  based 
on  more  and  better  information 
than  ever  before. 

AEG  Olympia.  Innovative 
technology  for  office  management, 
information  and  communication 
of  tomorrow.  For  the  name  of 
your  nearest  dealer,  call  1-800- 
999-6872  (in  New  Jersey  (201)  231- 
8397).  Or  write  to  Janice  Lalley, 
AEG  Olympia,  3140  Route  22,  Box 
22,  Somerville,  NJ  08876-0022. 
Our  business  is  the  future. 


AEG 

OLYMPIA 


The  future 
of  automation  technology 


Programmable  logic  controllers  are  a  key  element  in  the  automation  of  automobile  production, 


£(  Both  office  and  factory  auto- 
mation have  been  instrumental 
in  increasing  our  productivity 
and  national  output.... [It]  has  be- 
come a  national  resource...  55 

John  Diebold 
Author  of  Beyond  Automation 


Ten  years  from  now,  what  American 
industry  will  survive  without  some 
degree  of  automation?  Materials 
change,  designs  and  processes 
change,  competition  changes. 
And  with  it  all  will  come  the  ever- 
increasing  need  for  improved 
productivity. 

Yet  no  matter  how  fast  auto- 


mation grows,  or  how  much  it 
changes,  an  integral  function  will 
be  modular  logic  control.  The  most 
automated  machine  or  process  in 
the  world  still  needs  to  be  told  what 
to  do. 

The  inventor  of  programmable 
logic  control,  first  used  in  automo- 
tive manufacture,  was  MODICON. 
In  June  1988,  MODICON  became 
part  of  AEG.  The  result  is  a  syner- 
gistic melding  of  some  of  automa- 
tion's finest  product  design  with  a 
world-class  leader  in  systems 
design. 

There  is  a  new  generation  at 
MODICON,  experienced  in  auto- 
mation for  a  wide  range  of  indus- 
tries, from  automobiles  and  steel  to 
chemicals  and  food  processing. 
They  are  leading  the  way  into  new 
standards  of  productivity  for  cus- 
tomers around  the  world  (including 
the  recently-announced  paint  shop 
for  one  of  Europe's  largest  auto 
makers). 

Their  capability  includes  the 


MODICON  family  of  Motion  Control 
products:  Septor  Electronics 
System  90  Hybrid  Network 
Control,  International  Cybernetic 
Controls  multi-axis  motion  control 
and  Gettys  motors  and  drives. 

AEG's  expertise  draws  on 
over  6,000  industry  specialists, 
computer  scientists  and  design 
engineers.  Their  success  is  due  not 
only  to  product  quality  but  to  the 
quality  of  service  and  training  built 
into  every  contract. 

If  you  want  to  know  more 
about  automation,  call  MODICON 
at  (508)  975-9047.  Or  write  to  Hans 
Sigvardsson,  Vice  President  Sales, 
MODICON,  One  High  Street,  North 
Andover,  MA  01845.  Our  business 
is  the  future. 

c  1988  AEG  MODICON,  System  90  and  Getlys 
are  registered  trademarks  of  AEG  Corporation. 


an  AEG  company 


The  future  of 
real-time  computing 


H  2001  will  not  arrive  by  2001. 
Yet... by  that  date  almost  every- 
thing predicted  in  the. ..movie 
will  be  in  the  advanced  planning 
stage.  J  J 

Arthur  C.Clarke 
Coauthor  of  2007:  A  Space  Odyssey 


From  the  outer  reaches  of  the  solar 
system  to  the  factory  floor,  real- 
time computing  responds  to  critical 
external  events,  as  they  occur. 

MODCOMP,  for  nearly  two 
decades,  has  been  a  leading-edge 
supplier  of  real-time  computer  sys- 
tems, products  and  services  to  the 
industrial  automation,  energy, 


transportation,  scientific  and  com- 
munications markets. 

As  an  AEG  company, 
MODCOMP's  dedication  to  the  re- 
search and  development  of  inno- 
vative technologies  will  provide 
real-time  computing  solutions  for 
the  1990s  and  beyond. 

With  the  introduction  of  the  Tri- 
Dimensional  ™  Series  of  supermini- 
computers,  MODCOMP  has 
redefined  real-time  computing.  The 
Tri-D™  Series  provides  a  balanced 
performance  in  three  critical  real- 
time areas:  raw  computational 
power,  high  I/O  throughput,  and 
superior  interrupt  handling.  Per- 
formance that  other  computers  fail 
to  deliver. 

The  Tri-D  Series  incorporates 
the  latest  advances  in  CPU  tech- 
nology, VLSI  chip  design,  high- 
speed memories,  peripherals,  and 
system  architecture.  It  combines 
maximum  real-time  performance 
with  the  integration  of  emerging 
industry  standards. 


Space  is  only  one  of  many  applications  lor  real-time  computing 


And  it  maintains  consistent, 
upward  compatibility  from  existing 
MODCOMP  systems.  The  hall- 
mark of  the  Tri-D  Series  is  the  ability 
to  provide  a  smooth  transition  from 
past  to  present  to  future  applications. 

MODCOMP,  real-time  solu- 
tions for  real  world  applications, 
part  of  AEG's  innovative  technol- 
ogy for  the  world  of  the  future.  If 
you'd  like  to  know  more  about  Tri- 
D,  or  any  of  MODCOMP's  real-time 
products,  call  1-800-322-3287  (in 
Florida,  (305)  977-1313). Or  write  to 
Sandra  Humphrey,  Modular  Com- 
puter Systems,  Inc.,  Marketing 
Communications,  P.O.  Box  6099, 
Fort  Lauderdale,  FL  33340-6099. 
Our  business  is  the  future. 

?  1988  AEG  MODCOMP  is  a  registered  trade- 
mark and  Tri-Dimensional  and  Tri-D  are  trade- 
marks of  Modular  Computer  Systems,  Inc. 


an  AEG  company 


The  future  of 
computer-aided  programming 


Computer-aided  programming  is  used  by  the  space  and  avionics  industries 


ra(  ...the  computer  system... 
exceeds  in  importance  anything 
yet  invented  by  man.. ..What  the 
lever  was  to  the  body,  the  com- 
puter is  to  the  mind.  55 

Charles  P  Lecht 
Author  of  The  Waves  ol  Change 


No  business  can  tolerate  a  75% 
reject  rate,  but  according  to  indus- 
try statistics,  fully  three  quarters  of 
custom  software  development  proj- 
ects are  either  completed  too  late  to 
be  useful,  or  result  in  products  that 
don't  do  what  the  user  needs  to 
have  done. 

The  crux  of  the  problem  is  the 


explosive  growth  in  complexity. 
Todays  average  business-software 
package  takes  32,000  workdays, 
or  three  dozen  programmers  work- 
ing three  years,  to  complete.  Soft- 
ware development  at  one  major 
company  now  exceeds  S200  mil- 
lion a  year. 

Enter  computer-aided  soft- 
ware engineering  (CASE),  com- 
puter-aided programming  (CAP) 
and  Promod,  AEGs  high-tech  soft- 
ware company.  In  tandem  with 
AEGs  expertise  in  system  design, 
Promod  is  rapidly  becoming  an 
important  element  in  a  specialized 
field  that  one  forecast  estimates  will 
hit  $2  billion  by  1992. 

Some  companies,  especially 
in  Europe  and  Japan,  have  seized 
upon  CASE  and  CAP,  discovering 
that  they  can  cut  development  time 
in  half.  As  the  pace  of  product  and 
process  innovation  quickens,  oth- 
ers must  follow,  or  be  lost  in  the 
dust  of  competition. 

Promod's  customers  are  real- 


izing substantial  cost  and  time  sav- 
ings. Promod's  software  design 
tools  and  training  insure  high  qual- 
ity software  that  conforms  to  user 
requirements  and  makes  meticu- 
lous front-end  design  so  effortless, 
reject  rates  and  downtime  plummet 
dramatically. 

If  you*d  like  to  know  more 
about  Promod  programs,  call 
1-800-255-2689  (in  California 
1-800-255-4310).  Or  write  to  Norm 
Denton,  Promod,  Inc.,  23685  Birt- 
cher  Drive,  Lake  Forest,  CA  92630. 
Our  business  is  the  future. 


an  AEG  company 


The  future  of 
industrial  systems 


££  We  are  racing  toward  ma- 
chine customization  on  a 
round-the-clock,  continuous 
basis  [with  each  unit]  of  output... 
different  from  the  next.  J  J 

Alvin  Toffler 
Author  of  Future  Shock  and 
The  Third  Wave* 


As  the  demand  for  quality  and  stan- 
dards rises,  the  tools  of  production 
become  more  and  more  sophisti- 
cated. Products  can  be  made 
faster  with  fewer  defects,  at  less 
cost.  They  can  be  more  elaborate 
or  more  customized.  They  can  be 
more  easily  copied  and  more  easily 
improved  upon. 


In  the  markets  of  the  coming 
decade,  competition  will  be  fierce. 
And  being  competitive  will  depend 
more  than  ever  on  efficient,  high 
precision,  high  quality  production 
facilities. 

All  around  the  world,  AEG  is  in 
the  forefront  of  quality  industrial 
technology,  as  a  single-source  sup- 
plier of  system  design,  sophisti- 
cated hardware,  software,  and 
continuing  worldwide  service. 

Our  involvement  with  the  steel 
industry  is  broad  and  deep.  We've 
also  developed  industry-specific 
solutions  and  installations  for  batch 
production  and  continuous  process 
industries,  with  emphasis  on  facto- 
ry automation  and  process  control, 
including  materials  handling  and 
waste  disposal  solutions,  as  well 
as  commissioning  and  servicing. 

We've  developed  custom  solu- 
tions for  pulp  and  paper  compa- 
nies, gas  and  water  utilities, 
automotive,  chemical  and  petro- 
leum companies,  printing  presses 


Control  panel  lor  automated  production,  in  a  steel  mill. 

and  manufacturers  of  rubber,  plas- 
tics and  textiles. 

AEG's  experience  is  vast.  Our 
highly  trained  and  specialized 
engineering  force  understands 
processes,  and  most  important 
of  all,  they  speak  your  language. 
Clients  consider  us  a  true  partner 
in  solving  their  industrial  systems 
requirements. 

When  you're  planning  to 
change  or  expand  facilities,  or  add 
new  ones,  call  AEG  at  (201)  231- 
8405.  Or  write  to  Diane  Zediker  at 
Corporate  Communications,  AEG 
Corporation,  3140  Route  22,  Box 
3800,  Somerville,  NJ  08876-1269. 
Our  business  is  the  future. 

©  1988  AEG.  'Reprinted  by  permission  of 
William  Morrow  &  Co.,  Inc.  Copyright  s  1980  by 
Alvin  Toffler. 


AEG 


Who  said 
engineers  can't  dream? 


((  Today  change  is  so  swift  and 
relentless  in  the  techno-societies 
that  yesterday's  truths  suddenly 
become  today's  fictions...  JJ 

Alvm  Toffler 
Author  ol  Future  Shock' 


A  computer  that  prints  what  you 
say  when  spoken  to;  a  train  that 
floats  silently  through  cities;  a  soft- 
ware program  that  creates  soft- 
ware programs. 

These  are  the  stuff  of  dreams. 
Engineer  dreams.  Creations  in  a 
world  where  nothing  exactly  like 
them  existed  before. 


Satellites,  automation,  magnetic 

AEG  is  a  company  built  on 
realistic  dreams  like  these,  with 
approximately  $7  billion  in  sales 
around  the  world.  We  are  helping  to 
make  the  future  come  true  for  indus- 
tries that  range  from  metals  tech- 
nology and  food  processing  to  NASA 
and  automobile  manufacturers. 

AEG  companies  and  affiliates 
like  MODICON.  Promod  and  Sep- 
tor  Electronics  help  to  program, 
monitor  and  control  automated 
production;  AEG  Westinghouse 
Transportation  Systems  builds 
energy-saving,  pollution-free  trains 
for  the  world's  expanding  cities. 

MODCOMP  has  just  intro- 
duced a  new  generation  of  real- 
time computers  that  offers  new 
levels  of  control  and  management; 
AEG  Power  Tools  makes  high  qual- 
ity tools  for  industrial  users  and 
contractors.  And  AEG  Olympia  is 
delivering  state-of-the-art  office 
equipment  while  designing  new 
modes  and  machines  for  the  infor- 
mation needs  of  tomorrow. 


levitation  High  technology  from  the  minds  otAEG  engineers 

Who  said  engineers  can't 
dream?  Or  make  dreams  come 
true?  Every  day,  a  new  barrier  is 
broken,  a  new  myth  exploded.  As 
the  world  cascades  into  the  21st 
century,  engineer  dreams  are  there 
waiting,  making  tomorrow  possible 
and  the  days  to  come  filled  with 
potential. 

We  re  AEG.  Innovative  tech- 
nology for  the  changing  worlds  of 
business,  industry  and  transporta- 
tion. Let  your  dreams  become  our 
inspiration.  For  more  information  call 
Diane  Zediker  at  (201)  231-8405, 
or  write  to  Kurt  Wiedenhaupt,  Presi- 
dent, AEG  Corporation,  3140  Route 
22,  Box  3800,  Somerville,  NJ  08876- 
1269  Our  business  is  the  future. 

5  1988  AEG    "Reprinted  by  permission  of  Curtis 
Brown.  Ltd   Copyright  c   1970  by  Alvm  Toffler 


AEG 

Member  of  the  Daimler-Benz  Group 


Ah,  to  be  young,  connected  to  Mike  Milken 
and  converting  what  once  was  a  luxury 
good  into  a  commodity  for  the  masses. 

How  the 

nouveaux  riches 

got  that  way 


By  Edward  F.  Cone 


Who  is  not  constantly 
amazed  at  the  fortunes  that 
arise  seemingly  from  no- 
where? A  decade  ago  Paul  Fireman 
was  running  his  family's  wholesale 
sporting  goods  business.  Today  Fire- 
man, 44,  runs  Reebok  International 
and  owns  Reebok  stock  worth  over 
$320  million.  In  1975  Saul  Steinberg 
was  a  chubby  overachiever  licking  his 
wounds  from  a  failed  attempt  to  take 
over  Chemical  Bank.  Now  Steinberg 
is  49,  is  worth  over  $400  million  and 


has  an  energetic  third  wife  who  has 
turned  the  once-obscure  computer 
lessor  into  a  minor  celebrity. 

Who  are  America's  young  nou- 
veaux riches  and  how  did  they  get 
that  way?  And  what,  if  anything,  do 
their  new  fortunes  say  about  the  econ- 
omy that  spawned  them? 

The  table  on  page  108  identifies  33 
men — no  women  have  come  this  far, 
yet.  None  is  over  50,  and  all  save 
Steve  Jobs,  Austin  Furst  and  Steven 
Spielberg  are  members  of  The  Forbes 
Four  Hundred.  (Jobs,  Furst  and  Spiel- 
berg are  past  members  and  are  still 


plenty  wealthy.)  All  made  their  for- 
tunes mostly  in  the  last  dozen  years, 
meaning  inheritance  played  a  minor 
role  at  most.  Thus  Donald  Trump, 
who  turned  his  father's  prosperous 
real  estate  business  into  a  fortune  in 
about  a  decade,  is  on  the  list,  while 
the  Bass  brothers  (Sid,  Robert,  Lee  and 
Edward),  who  invested  their  father's 
fortune  wisely,  aren't.  The  Basses'  ad- 
viser, Richard  Rainwater,  whose  own 
father  was  a  part-Lebanese,  part-Cher- 
okee wholesaler,  is  on  the  list. 

Following  postwar  society  at  large, 
most  of  the  new  rich  stem  from  mid- 
dle-class backgrounds  and  a  surpris- 
ing number  never  graduated  from  col- 
lege, although  14  have  advanced  de- 
grees. Note  the  regular  appearance  of 
Wharton.  Of  the  33,  4  are  on  their 
second  marriages,  1  is  on  his  third, 
and  4  (David  Geffen,  Bruce  McCaw, 
Paul  Allen  and  Bill  Gates)  are  single. 

Many  of  these  new  fortunes  are  the 
result  of  inflation  and  of  heavy  bor- 
rowing. More  precisely,  they  have  re- 
sulted from  successfully  playing  the 
spread  between  the  rate  of  asset  price 
inflation  and  the  aftertax  costs  of  bor- 
rowing money  to  buy  those  assets. 

The  obvious  example  is  real  estate, 
traditionally  a  highly  leveraged  busi- 
ness and  the  source  of  eight  of  the 
new  fortunes  on  our  list.  But  the  fa- 
vorite tool  of  the  new  rich  is  highly 
leveraged   financial   restructurings — 


Robert  Grossman 


FROM  SEA  TO  SHIN  I N< 

IS  PART  OF  THl 


;1M 


\EA,  THE  WILL  TO  SUCCEED 
\MERICAN  SPIRIT. 


The  instant  you  become  an  American  whether  by  birth 
or  by  choice,  you  are  guaranteed  a  particular  freedom  that 
is  nowhere  mentioned  in  the  Constitution,  but  in  fact 
flows  from  it 

You  are  guaranteed  the  freedom  to  succeed 

You  are  free  to  dream  your  own  dream  of  success,  to 
study,  to  work,  to  create  and  discover  and  build,  for  yourself 
and  your  children,  the  success  you  want 

Our  deep  belief  in  that  idea  is  one  reason  that  our 
company— Citicorp  and  Citibank  -has  grown  to  become 
by  far  the  nation's  largest  financial  services  organization. 

For  over  175  years,  our  freedom  to  innovate,  to  create 
new  financial  ideas  and  services,  has  led  to  an  unbroken 
line  of  initiatives  allowing  us  to  help  countless  millions  of 
individuals. 

Today,  more  Americans  are  pursuing  college  education 
and  graduate  degrees  with  help  from  us  than  from  any  other 
private  lender. 

More  are  getting  what  they  want  with  the  help  of 
MasterCard*  and  visa  cards  from  Citibank  than  from  any 
other  company. 

And  more  Americans  who  once  dreamed  of  some  day 
owning  their  own  homes  now  own  them,  or  are  buying  them, 
with  a  financial  helping  hand  from  Citicorp  and  Citibank. 

Meanwhile,  here  at  home  and  in  90  other  countries 
around  the  world,  we  offer  the  full  range  of  financial  services, 
from  new  automated  machines  for  personal  banking  to 
corporate  funding  in  the  billions 

Over  90,000  people  of  Citicorp  and  Citibank  serve 
over  25.000.000  customers,  thousands  of  companies  and 
many  governments,  in  every  major  world  marketplace 

We  can  help  you.  or  your  company  achieve  success, 
here  and  abroad. 

Whether  you  get  to  know  us  as  Citicorp  or  Citibank, 
we'd  like  you  to  get  to  know  us  better. 


CITICORP  G 

BECAUSE  AMERICANS  WANT  TO 
SUCCEED,  NOT  JUST  SURVIVE. 


Fast  money 

The  men  listed  below  have  created  fortunes  large  enough  to  join  The 
Four  Hundred  in  less  time  than  it  takes  to  age  good  Scotch.  They  are 
grouped  by  the  industries  in  which  they  struck  gold  and  listed  with  the 
companies  they  took  to  success. 

Name/company/residence 

Age 

Degree 

Estimated 
net  worth 

iSmil) 

Finance 

Irwin  lacobs/Minstar/Minneapolis 

47 

none 

$240 

Henry  Kravis/Kohlberg  Kravis  Roberts/NYC 

44 

MBA/Columbia 

330 

Michael  Milken/Drexel  Burnham/Encino,  CA 

42 

MBA/Wharton 

800 

Ronald  Perelman/MacAndrews  &  Forbes/NYC 

45 

MBA/Wharton 

1,000 

Richard  Rainwater/Rainwater  Inc/Fort  Worth 

44 

MBA/Stanford 

225 

George  Roberts/KKR/San  Francisco 

45 

ID/Hastings 

330 

Saul  Steinberg/Reliance  Group/NYC 

49 

MBA/Wharton 

400 

Robert  Van  Kampen/Van  Kampen  Ent/Chicago 

49 

BA/Wheaton 

240 

Real  estate 

John  Arnllaga/Peery  Arnllaga/Palo  Alto,  CA 

50 

BA/Staniord 

250 

Neil  Bluhm/JMB  Realty/Winnetka,  IL 

50 

(D/Northwestem 

400 

Chnstopher  Hemmeter/Hemmeter  Corp/ 
Kahala  Beach,  HI 

49 

BS/Comell 

225 

Robert  H.  Lune/Equity  Group/Chicago 

46 

MS/Michigan 

390 

ludd  Malkin/IMB  Realty/Winnetka,  IL 

50 

BA/Illinois 

400 

Richard  Peery/Peery  Arrillaga/Palo  Alto,  CA 

49 

MBA/Stanford 

250 

Donald  Trump/Trump  Organization/NYC 

42 

MBA/Wharton 

1,000 

Sam  Zell/Equity  Group/Chicago 

46 

FD/Michigan 

390 

Entertainment  communications 

Austin  Furst/Vcstron/Ncw  Canaan,  CT 

45 

BS/Lehigh 

200 

David  Ceffen/Geffen  Co/Malibu,  CA 

45 

none 

240 

Steven  SpielbcrR/Ambhn  Entertainment/LA 

40 

BA/Cahf  State 

225 

Ted  Tumcr/Turnci  Broadcasting/Roswell,  GA 

49 

none 

535 

Bruce  McCaw/McCaw  Cellular  Comm/Seattle 

42 

not  available 

260 

Craig  McCaw/McCaw  Cellular  Comm/Seattle 

39 

BA/Stanford 

260 

lohn  E  McCaw/McCaw  Cellular  Comm/Seattle 

37 

not  available 

260 

Keith  McCaw/McCaw  Cellular  Comm/Seattle 

35 

not  available 

260 

Technology 

Paul  Allen  \1u  roxott/Bellevuc,  WA 

35 

none 

540 

Lawrence  Ellison/Oracle  Ailu-rtnn,  CA 

44 

MBA/Chicago 

330 

Wilham  Gatei  Microsoft/Seattle 

32 

none 

1,100 

Steven  lobs/Apple  Computec/Woodaide,  CA 

33 

none 

185 

Armas  Markkula/ Apple  Cnmputcr/Woodside,  CA 

46 

BS/USC 

300 

Manufacturing 

Paul  '  in  man/Reebok  Newton,  MA 

44 

none 

320 

Philip  Knight/Nike/Beavenon.  OR 

50 

MBA/Stanford 

400 

Ralp                  Polo  Ralph  Lauren/NYC 

49 

none 

450 

li            d<  rl   i  ik  i.il  1  Ullas 

50 

MBA/Detroit 

230 

the  reorganization  of  assets  and  their 
ownership  as  the  U.S.  economy  has 
replaced  heavy  manufacturing  jobs 
with  high-tech  and  service  jobs. 

Confirming  the  key  role  of  leverage, 
Drexel  Burnham's  Michael  Milken, 
now  fighting  a  long  list  of  alleged  se- 
curities law  violations,  is  at  the  center 
of  many  of  the  new  fortunes.  Milken's 
financial  innovations  have  made  it 
possible  for  undercapitalized  but 
quick-witted  entrepreneurs  to  take 
over  poorly  managed  assets,  and  for 
the  real  economic  value  of  those  as- 
sets to  be  realized.  It  is  safe  to  say  that 
Irwin  Jacobs,  Henry  Kravis,  Richard 
Rainwater,  George  Roberts  and  Saul 
Steinberg  owe  much  if  not  all  the 
money  they  have  mined  on  Wall 
Street  directly  or  indirectly  to  Mil- 
ken. New  York's  Ronald  Perelman 
and  Seattle's  Craig  McCaw  have  also 
borrowed  heavily  and  productively 
through  Milken. 

Nobel  laureate  economist  Milton 
Friedman  provides  an  interesting 
overview  on  the  creation  of  signifi- 
cant private  wealth  when  he  says: 
"Historically,  rising  income  has 
transformed  what  one  generation 
thought  of  as  luxury  into  what  the 
next  sees  as  necessity."  Technologi- 
cal innovations  have  helped.  A  gener- 
ation ago,  only  a  large  corporation 
could  afford  any  meaningful  amount 
of  computing  power.  But  personal 
computer  and  software  companies 
like  Apple  Computer  (Steve  Jobs  and 
A.C.  Markkula),  Microsoft  (Bill  Gates 
and  Paul  Allen)  and  Oracle  (Lawrence 
Ellison)  have  turned  this  former  luxu- 
ry good  into  a  commodity  for  the 
masses — and  made  their  founders 
rich.  Likewise  Craig  McCaw  is  using 
cellular  telephone  technology  to 
make  it  possible  for  people  of  average 
means  to  enjoy  the  kind  of  mobile 
communications  that  only  the  very 
rich  have  hitherto  enjoyed. 

And  what  luxury  good  has  trickled 
down  to  the  masses  in  greater  quanti- 
ty than  leisure  time?  This  has  created 
enormous  opportunities  for,  among 
others,  athletic  shoe  makers  Nike  and 
Reebok  and  their  respective  owners, 
Philip  Knight  and  Paul  Fireman. 

The  ability  of  the  middle  class  to 
buy  commodities  once  available  only 
to  the  aristocracy  has  helped  no  one 
more  than  Ralph  Lauren,  whose 
clothing  consciously  evokes  the  life- 
styles of  an  elite  aristocracy  that  has 
disappeared.  Who  else  but  the  nou- 
veaux  riches  themselves  would  have 
understood  the  deep  nostalgia  for  the 
old  money  styles  that  the  new  money 
prosperity  has  created.  In  that  lies  a 
lesson  for  future  entrepreneurs  hop- 
ing to  be  new  rich  someday.  ■ 
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CADILLAC 


The  new  longer  Cadillac  De  Ville 


Now  there's  a  full-size  luxury  car 

as  distinctive  as  you  are. 

The  new  De  Ville  is  every  inch  a  Cadillac, 

inches  that  add  up  to  the  most  spacious 

front-drive  sedan? 


Sedan 


>** 


STYLE 

Cadillac's  goal:  to  create  the  definitive 
full-size  luxury  car.  A  goal  realized  in 
the  totally  new  Sedan  de  Ville-a  six- 
passenger,  front-drive  luxury  sedan 
that  is  even  more  spacious  this  year, 
with  over  3.5  feet  of  legroom,  both 
front  and  rear.  Powered  by  the  only 
front-drive,  transverse-mounted 
V8  engine  offered  in  the  U.S.  by  any 


Sophisticated  design. 


ii 


carmaker.  And  instilled  with  leading- 
edge  technology  to  enhance  the 
comfort  and  convenience  for  which 
Cadillac  is  renowned. 
Coupe  de  Ville. 

Longer  and  sleeker  this  year,  the  Coupe 
de  Ville  combines  a  distinctive  flair  with 
six-passenger  practicality.  Note  over  18 
cubic  feet  of  carpeted  luggage  room. 
Cadillac  is  unique  in  its  offering  of  a 
full-size,  six-passenger  luxury  coupe. 


Fleetwood. 

An  interior  appointed  with  American 
walnut.  The  advantages  of  standard  anti- 
lock  brakes.  The  totally  new  Fleetwood 
and  Fleetwood  Coupe  distinguish  them- 
selves with  their  elegance  and  sophisti- 
cation. The  new  Fleetwood  Sixty  Special 
is  America's  first  full-size,  ultra-luxury 
sedan.  The  only  car  with  the  patented 
comfort  of  its  exclusive  22-way  power 
front  seats  faced  with  ultra-soft  leather. 

'Based  on  1988  EPA  Volume  Index  for  competition. 
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Please  call  1-800-333-4CAD  for  product  literature 
and  the  location  of  your  nearest  Cadillac  dealer. 
Or  return  the  attached  postage-paid  card. 
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Profiles 


Was  it  luck  that  pushed  this  man  onto  The 
Forbes  Four  Hundred?  Or  is  it  true  that  the 
harder  one  works,  the  luckier  one  gets? 

A  different  kind 
of  beer  tycoon 


By  John  Anderson 


John  Edward  Anderson,  elfin  and 
spry  at  71,  picks  up  the  5 -pound,  inch- 
thick,    silver    Clydesdale    horseshoe 


that  decorates  his  desk.  "Imagine 
walking  down  the  street  with  four  of 
those  on  your  feet,"  he  says. 

Anderson     keeps     his    Anheuser- 
Busch  souvenir  around  as  a  tribute  to 


Beer  wholesaler  John  E.  Anderson  in  his  Los  Angeles  office 

"Even  with  a  Harvard  business  school  education,  it  was  hard  to  screw  it  up 


good  fortune.  After  all,  he  owes  his 
own  fortune — some  $300  million — to 
Budweiser  beer.  And,  no,  his  wife's 
maiden  name  is  not  Busch. 

Others  have  made  fortunes  in  beer: 
August  Busch,  the  Stroh  and  Coors 
families  come  to  mind.  But  Anderson 
is  the  only  beer  wholesaler  among 
The  Forbes  Four  Hundred.  Besides  a 
jumble  of  beverage  distributors,  his 
privately  owned  Los  Angeles-based 
Topa  Equities,  Ltd.  (sales,  $375  mil- 
lion a  year)  includes  savings  and  loans 
and  prime  real  estate  in  Los  Angeles 
and  the  Virgin  Islands. 

Anderson's  eight-company  bever- 
age distribution  group  earned  $13  mil- 
lion on  sales  of  $208  million  last  year, 
a  heady  6%  in  a  business  where  mar- 
gins are  normally  thin.  The  secret  is 
volume.  Anderson's  operations  in 
California,  Nevada,  Hawaii  and  the 
Virgin  Islands  wholesale  everything 
from  Budweiser  to  Pepsi-Cola  to 
Gallo  wines.  With  a  strong  brand  pres- 
ence and  a  hefty  14-million-case-per- 
year  volume,  the  cash  flows. 
Take  his  Ace  Beverage  Co.,  a  $60- 
million-a-year  (sales)  distrib- 
utor of  Anheuser-Busch  and 
Corona.  Ace  buys  Budweiser 
at  around  $7.50  a  case  and 
sells  it  at  $10.  Its  territory  is 
a  swath  of  downtown  and 
East  Los  Angeles.  If  your  gro- 
cery store  sits  in  his  path  and 
you  want  Budweiser  or  Coro- 
na, you  buy  from  Anderson. 
"Basically  you  have  a  cer- 
tain amount  of  overhead,"  he 
says.  "Anything  else  falls  to 
the  bottom  line." 

Like  many  another  self- 
made  man,  Anderson  started 
Topa  on  a  shoestring.  A 
slight  man  with  sandy  hair 
and  piercing  blue  eyes,  he  re- 
called his  wholesaling  infan- 
cy for  Forbes  from  atop  his 
$100  million  Century  City 
headquarters.  Perched  in  the 
corner  of  his  14th-story  of- 
fice is  a  telescope  Anderson 
uses  to  zoom  in  on  friends 
coming  up  the  front  nine  of 
the  nearby  Los  Angeles 
Country  Club. 

In  1956  Theo  Hamm  Brew- 
ing Co.  had  come  to  Ander- 
son, then  practicing  law,  for 
help  in  finding  a  buyer  to 
take  over  the  company's 
struggling  downtown  Los 
Angeles  distributor.  A  part- 
ner in  Kindel  &  Anderson, 
which  he  cofounded  in  1953, 
Anderson  already  represent- 
ed more  than  15  area  bever- 
age   distributors.    He   knew 
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CADILLAC8 


The  new  longer  Cadillac  De  Ville 


Now  there's  a  full-size  luxury  car 

as  distinctive  as  you  are. 

The  new  De  Ville  is  every  inch  a  Cadillac, 

inches  that  add  up  to  the  most  spacious 

front-drive  sedan? 


Sedan  de  Ville 


STYLE 


Sophisticated  technology 


Cadillac  believes 
in  sophisticated 
technology  not  for 
technology's  sake- 
but  for  yours.  From 
an  available  heated 
windshield  that  rids 
itself  of  snow  and 
ice  at  the  touch  of  a 
button  to  a  standard 
on-board  computer 
that  allows  you  to 
use  the  power 
windows,  the  power 
trunk  lid  release  and 
other  electrical 
conveniences  up  to 
10  minutes  after  the 
ignition  is  turned  off. 


Cadillac-exclusive  4.5  liter  V8. 
Cadillac  gives  you  the  twin 
advantages  of  front-drive  traction 
and  V8  power. 


Advanced  anti-lock  braking  system. 
By  preventing  wheel  lock-up,  it 
helps  you  maintain  steering  control 
when  braking  on  slippery  surfaces. 
Available  on  De  Ville,  standard  on 
Fleetwood. 

FLEETWOOD® 


45W88  GM  Corp.  All  Rights  Reserved. 
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^Pfs  get  it  together,    buckle  up. 


The  only  way  to  travel  is 


Profiles 


Was  it  luck  that  pushed  this  man  onto  The 
Forbes  Four  Hundred?  Or  is  it  true  that  the 
harder  one  works,  the  luckier  one  gets? 

i  A  different  kind 
of  beer  tycoon 


By  John  Anderson 


John  Edward  Anderson,  elfin  and 
spry  at  71,  picks  up  the  5-pound,  inch- 
thick,    silver    Clydesdale    horseshoe 


that  decorates  his  desk.  "Imagine 
walking  down  the  street  with  four  of 
those  on  your  feet,"  he  says. 

Anderson     keeps    his    Anheuser- 
Busch  souvenir  around  as  a  tribute  to 


Beer  wholesaler  John  E.  Anderson  in  bis  Los  Angeles  office 

"Even  with  a  Harvard  business  school  education,  it  was  hard  to  screw  it  up 


good  fortune.  After  all,  he  owes  his 
own  fortune — some  $300  million — to 
Budweiser  beer.  And,  no,  his  wife's 
maiden  name  is  not  Busch. 

Others  have  made  fortunes  in  beer: 
August  Busch,  the  Stroh  and  Coors 
families  come  to  mind.  But  Anderson 
is  the  only  beer  wholesaler  among 
The  Forbes  Four  Hundred.  Besides  a 
jumble  of  beverage  distributors,  his 
privately  owned  Los  Angeles-based 
Topa  Equities,  Ltd.  (sales,  $375  mil- 
lion a  year)  includes  savings  and  loans 
and  prime  real  estate  in  Los  Angeles 
and  the  Virgin  Islands. 

Anderson's  eight-company  bever- 
age distribution  group  earned  $13  mil- 
lion on  sales  of  $208  million  last  year, 
a  heady  6%  in  a  business  where  mar- 
gins are  normally  thin.  The  secret  is 
volume.  Anderson's  operations  in 
California,  Nevada,  Hawaii  and  the 
Virgin  Islands  wholesale  everything 
from  Budweiser  to  Pepsi-Cola  to 
Gallo  wines.  With  a  strong  brand  pres- 
ence and  a  hefty  14-million-case-per- 
year  volume,  the  cash  flows. 
Take  his  Ace  Beverage  Co.,  a  $60- 
million-a-year  (sales)  distrib- 
utor of  Anheuser-Busch  and 
Corona.  Ace  buys  Budweiser 
at  around  $7.50  a  case  and 
sells  it  at  $10.  Its  territory  is 
a  swath  of  downtown  and 
East  Los  Angeles.  If  your  gro- 
cery store  sits  in  his  path  and 
you  want  Budweiser  or  Coro- 
na, you  buy  from  Anderson. 
"Basically  you  have  a  cer- 
tain amount  of  overhead,"  he 
says.  "Anything  else  falls  to 
the  bottom  line." 

Like  many  another  self- 
made  man,  Anderson  started 
Topa  on  a  shoestring.  A 
slight  man  with  sandy  hair 
and  piercing  blue  eyes,  he  re- 
called his  wholesaling  infan- 
cy for  Forbes  from  atop  his 
$100  million  Century  City 
headquarters.  Perched  in  the 
corner  of  his  14th-story  of- 
fice is  a  telescope  Anderson 
uses  to  zoom  in  on  friends 
coming  up  the  front  nine  of 
the  nearby  Los  Angeles 
Country  Club. 

In  1956  Theo  Hamm  Brew- 
ing Co.  had  come  to  Ander- 
son, then  practicing  law,  for 
help  in  finding  a  buyer  to 
take  over  the  company's 
struggling  downtown  Los 
Angeles  distributor.  A  part- 
ner in  Kindel  &.  Anderson, 
which  he  cofounded  in  1953, 
Anderson  already  represent- 
ed more  than  15  area  bever- 
age   distributors.    He    knew 
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the  business.  He  also  knew  of  a  buyer 
for  Hamm:  himself.  "As  a  typical 
lawyer,"  he  jokes,  "you  always  think 
you're  smarter  than  your  clients." 

With  a  $60,000  loan  guaranteed  by  a 
friend,  Anderson  took  over  in  April  of 
1956.  "By  October  I'd  lost  every  nick- 
el," he  says.  With  only  Hamm  beer  to 
sell  and  thorny  downtown  territory  in 
which  to  sell  it,  the  volume  (some 
180,000  cases  a  year)  couldn't  cover 
the  overhead. 

In  November  Anderson  met  with 
Hamm's  general  manager  at  a  restau- 
rant and  dropped  the  company  keys 
on  the  table,  ready  to  bail  out.  "I'm  in 
trouble.  My  kids  are  mortgaged  and 
everything,"  Anderson  recalls  saying. 
Hamm  told  him  to  hang  tough,  prom- 
ising to  get  Anderson  another  brand  to 
boost  volume.  A  month  or  so 
later,  Hamm  had  one  lined  up 
from  future  industry  giant  An- 
heuser-Busch: Budweiser. 

"Is  that  all  you  can  give 
me?"  Anderson  asked.  "Don't 
you  have  anything  else?"  Bud- 
weiser, he  explains,  "was  do- 
ing absolutely  nothing." 

But  Anderson  agreed  to  add 
Bud  to  his  line.  He  formed  Ace 
Beverage  Co.  in  1957  and  grew 
as  Anheuser-Busch  grew  from 
no  big  deal  into  the  nation's 
largest  brewer.  Anderson 
agrees  much  of  his  success 
owes  to  having  been  the  right 
man  in  the  right  place  with  the 
right  beer,  and  says  modestly: 
"Even  with  a  Harvard  business 
school  education,  it  was  hard 
to  screw  it  up." 

But  the  old  line — the  harder 
you  work  the  luckier  you 
get — fits  Anderson  nicely.  Like  many 
of  The  Forbes  Four  Hundred,  Ander- 
son grew  up  poor  He  was  born  in 
Minneapolis  in  1917,  the  son  of  a  Nor- 
wegian barber.  His  passion  was  ice 
hockey — the  status  game  in  his  neigh- 
borhood. Anderson  still  counts  two 
false  front  teeth  and  a  broken  nose, 
collarbone  and  rib  among  his  hockey 
souvenirs. 

Always  a  hard  worker  and  a  good 
student,  Anderson  left  home  for 
UCLA  in  1936  with  a  hockey  scholar- 
ship and  a  promise  he  could  "skate  in 
a  movie  "  He  did  make  it  to  the  big 
screen,  as  an  extra  in  |ohn  Wayne's 
1937  sleeper  Idol  of  tbe  Crowds  "Saw  it 
three  times,''  Anderson  notes 

At  UCLA  Anderson  sandwiched 
two  iobs  around  hockey  praetiee  and 
school  Before  school  he  kept  the 
books  for  a  Local  builder.  Weeknights 
found  him  stripped  to  the  waist  tend 

■•■a  informs  us  thai  b*  to 

■> i       ■■  /•.•■.  <irtu U:  un/brtunaufy 


ing  an  open  metal  heat-treating  oven 
at  North  American  Aviation.  "When  I 
graduated,  I  knew  I  sure  as  hell  didn't 
want  to  do  that  again." 

He  went  east  in  1940  to  Harvard's 
business  school,  this  time  on  an  aca- 
demic scholarship.  After  four  years  of 
Navy  service  (in  the  midst  of  which 
he  managed  to  pass  the  CPA  exam), 
Anderson  returned  to  Los  Angeles  and 
got  a  law  degree  from  Loyola  Univer- 
sity. By  the  time  Anderson  formed 
Ace  Beverage  in  1957  he  was  39. 

"Most  businesses  are  organized  im- 
properly," Anderson  says,  launching 
into  a  pet  lecture  topic  he  honed 
while  teaching  business  and  tax  law 
at  UCLA  and  Loyola.  "Every  business 
should  just  have  in  it  working  capital, 
cash  and  inventory."  Anderson's  bev- 
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erage  distributors  lease  their  equip- 
ment, such  as  trucks  and  warehouses, 
from  other  Topa  subsidiaries.  Apart 
from  some  significant  tax  advantages, 
the  rather  complicated  corporate 
structure  also  shields  other  Topa 
companies  from  liability  in  any  law- 
suits against  one  Topa  entity. 

But  the  world  is  full  of  shrewd  law- 
yers, few  of  whom  make  The  Forbes 
Four  Hundred.  Beyond  his  good  for- 
tune at  getting  the  Budweiser  rights, 
the  key  to  Anderson's  wealth  is  his 
ability  to  deploy  his  excess  cash  flow 
wisely.  Anderson's  real  estate  and 
banking  assets,  funded  with  wholesal- 
ing profits,  now  make  up  more  than 
halt  his  net  worth.  Five  years  ago  he 
paid  $38  million  for  his  300,000- 
square-foot  office  building  at  the  cor- 
ner oJ  Avenue  of  the  Stars  and  Santa 
Monica  Boulevard.  Anderson  has 
turned  down  $100  million  for  it. 

Anderson  also  hit  the  real  estate 
jackpot    in    the    Virgin    Islands.    He 


bought  out  one  beverage  distributor 
there  in  1980  and  another  in  1983. 
Along  with  the  wholesalers  came 
prime  real  estate  in  the  heart  of  the 
main  tourist  shopping  district  of  the 
Virgin  Islands  capital  Charlotte  Ama- 
lie  on  St.  Thomas.  Anderson  built  re- 
tail space  and  watched  rents  double 
and  triple,  to  more  than  $80  a  foot  in 
some  areas.  "When  the  cruise  ships 
come  in,"  beams  Anderson,  "you 
can't  walk  down  the  street." 

Realizing  the  extent  of  his  wealth, 
last  year  Anderson  made  a  handsome 
gift  to  UCLA,  pledging  $15  million  to 
build  a  new  graduate  school  of  man- 
agement. Oddly,  it's  a  gift  he  never 
intended  to  make.  UCLA's  Board  of 
Visitors,  which  Anderson  chairs,  had 
targeted  California  financier  David 
Murdock  for  the  lead  gift. 
When  Murdock  declined,  An- 
derson felt  he  had  no  choice 
but  to  twist  his  own  arm. 
Three  of  his  kids  had  earned 
M.B.A.s  at  UCLA.  Anderson 
himself  taught  there  for  years. 
After  five  years  of  piecing  the 
project  together,  he  concluded 
that  "unless  somebody 
stepped  up  and  made  the  lead 
gift,  there  wouldn't  be  a 
school."  The  John  E.  Anderson 
Graduate  School  of  Manage- 
ment is  scheduled  to  break 
ground  in  a  year  or  two. 

"I  do  have  an  ego,"  Ander- 
son allows,  gliding  his  brown 
1971  Mercedes  280SL  with 
topa  license  plates  through 
traffic  on  the  Santa  Monica 
Freeway.  His  Bel  Air  mansion, 
sitting  just  down  the  street 
from  the  homes  of  singer  Tom 
Jones  and  fellow  Forbes  Four  Hundred 
members  Howard  Keck  and  David 
Murdock,  is  his  only  accommodation 
to  Hollywood  glitz.  For  fun  Anderson 
will  hop  aboard  a  truck  and  heft  a  few 
cases  of  Budweiser. 

Indeed,  growing  up  Midwest  poor 
has  left  its  mark  on  Anderson.  On  a 
recent  business  trip  to  the  Virgin  Is- 
lands, Anderson  found  himself  with 
no  time  for  lunch.  He  settled  for  a 
quick  stop  in  a  local  ice  cream  parlor. 
The  clerk  asked  for  $1.85.  "For  one 
scoop!"  Anderson  exclaims.  "I  said, 
'Well,  thank  you  very  much,  I'll  go 
without  lunch.'  "  He  confides:  "I  still 
have  a  little  trouble  in  that  area." 

As  a  boy,  Anderson  dreamed  of  tak- 
ing over  his  father's  barber  shop.  Wil- 
liam Anderson  would  have  none  of  it. 
He  wanted  John  out  of  that  tough 
ethnic  neighborhood  in  northeast 
Minneapolis,  Anderson  remembers. 
He  pauses,  then  adds,  "I've  always 
been  grateful  to  him."  ■ 
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If  you  don't  take 

care  of  your  customers, 

somebody  else  will. 

In  these  competitive  times,  customers  are  tough 
enough  just  to  come  by.  And  after  you've  got  them,  they 
can  be  even  tougher  to  keep. 

That's  why  it  makes  good  business  sense  to  use 
Federal  Express'  as  a  regular  part  of  the  way  you  do 
business.  No  other  air  express  carrier  in  the  world  is  better 
equipped  to  help  keep  your  customers  satisfied  than 
Federal  Express. 

For  example,  should  your  customers  want  to  know 
where  their  packages  are  during  any  of  the  few  short 
hours  that  they  are  in  our  hands,  we  can  tell  them. 

With  our  exclusive  computerized  tracking  systems, 
information  on  the  status  of  your  package  is  just  a  phone 
call  away  And  in  the  unlikely  event  that  your  package 
should  arrive  even  one  minute  late,  we'll  give  you  your 
money  back:  Thats  our  guarantee. 

Send  your  packages  via  Federal  Express:  When  you 
keep  your  customers  satisfied,  you  keep  your  customers. 
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Parkers  Controlling 
in  three  vital  ways 


Our  business  is  motion 
and  control,  and  no  one  else 
knows  it  quite  so  well.  Parker 
is  a  $2  billion  worldwide 
company  that  offers  the 
broadest  and  most  complete 
line  of  pneumatic,  hydraulic, 
and  electromechanical 
components  and  systems 
available  today. 

Pneumatics: 
a  versatile 
performer 

in  all 
environments 

Playing  a  major  role  in  automation, 
Parker  pneumatic  components  and  systems 
are  at  work  all  over  the  world,  from  the 
assembly  lines  of  Silicon  Valley's  clean 
rooms  to  the  manufacturing  plants  of 
Europe.  Enhanced  by  time-efficient,  space- 
saving  electronic  controls,  pneumatic 
systems  are  capable  of  performing  an  ever- 
increasing  range  of  motion -control 
functions  in  automated  machinery  for 
packaging,  food  processing,  and  assembly  in 
today's  modern  factories. 


Parker  pneumatic  systems  are  on  boar 
research  ships  with  high-performance 
control  valves,  fuel  filters,  and  a  vast  ai 
of  fluid  connector  products. 


Hydraulics: 

the  power  to  move 

mountains 

From  power  transmissions  of  vehicles 
and  the  machines  that  build  them,  to 
sophisticated  control  systems  for  jets  — 
Parker  hydraulic  components  and  systems 


Vital  technology 

• 


re  providing  the  muscle 
d  perform  labor  that 
/ould  otherwise  be 
teyond  man's  power. 


1  heavy-duty  applications  around  the  world,  OEMs  rely  on 
arker's  worldwide  manufacturing,  maintenance  and 
istribution  capabilities  for  components  and  systems. 


Electromechanics: 
precision  control  to 
fractions  of  an  inch 

Parker's  microstepping  control 
echnology  offers  industries  many 
idvantages  in  exceptionally  precise  control 
)f  speed  and  position.  These  systems  are 
naking  possible  exciting  new  innovations  to 
fulfill  a  design  engineer's  most  imaginative 
equirements. 

Instrumentation,  laser/optics,  robotics, 
and  industrial  controls  are  among  the 
lumerous  applications  of  flexible, 


intelligent,  computer-controlled  motion. 

Parker  is  on  the  move  throughout  the 
Americas,  Europe,  and  the  Pacific  Basin. 
We're  the  only  world  competitor  in  the 
motion-control  field  capable  of 
transforming  the  science  of  motion  into 
innovative  solutions  in  so  many  ways. 


When  a  V«  -inch  error  can 
result  in  a  billion-mile 
miscalculation,  precise 
regulation  of  motion  is  critical. 
Parker  electromechanical 
controls  position  a  reflecting 
telescope  to  automatically 
compensate  for  variances  in 
the  earth's  rotation. 


Parker  performance 

Over  the  past  10  years  a  share  of  Parker 
common  stock  grew  in  value  238%, 
excluding  dividends.  Shareholders  have 
benefited  from  32  consecutive  years  of 
dividend  increases  and  153  consecutive 
quarterly  dividends. 

To  receive  our  Annual  Report,  write 
Parker  Hannifin  Corporation 
Dept.  FB-10,  17325  Euclid  Avenue 
Cleveland,  Ohio  44112-1290  (PH-NYSE) 
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Profiles 


There  are  three  basic  ways  a  large  inheri- 
tance can  go:  up  in  smoke,  way  up  in 
value  or  up  just  a  little.  Say  this  for  Seattle's 
Norton  Clapp,  heir  to  a  great  lumber  for- 
tune. He  hasn't  blown  it. 

Few  chances, 
few  mistakes 


By  Phyllis  Bennan 


In  director  Joseph  Mankiewicz' 
1954  film  Tlx'  Barefoot  Contessa,  a 
South  American  industrialist 
(played  by  Marius  Goring)  informs  a 
party  of  guests  including  Humphrey 
Bogart:  "To  make  $100  into  $1 10,  this 
requires  work.  To  make  $100  million 
into  $1 10  million,  this  is  inevitable." 

Mankiewicz,  also  the  film's  screen- 
writer, didn't  know  much  about 
wealth  in  America.  As  The 
Forbes  Four  Hundred  list 
consistently  shows,  new 
wealth  is  routinely  rising, 
while  old  money  is  constant- 
ly eroded  by  death,  divorce 
and  feckless  heirs.  A  $300 
million  fortune  this  year 
might  as  easily  be  $200  mil- 
lion as  $330  million  next 
year. 

But  when  it  comes  to  the 
wealth  of  Norton  Clapp,  the 
Bcreenwritei  had  a  point. 
Clapp  is  one  of  those  who 
consciously  took  few 
chancea  with  his  inheri- 
tance, and  so  made  few  mis- 
takes. Thus,  his  fortune  has 
grown  modestly,  inevitably. 

Although  little  known 
outside  the  Scattle-Tacoma 
area,  where  he  has  hved 
since  1929,  Norton  Clapp, 
now  82,  is  one  of  the  Pacific 
Northwest's  wealthiest  men. 
Forbes  estimates  his  wealth 
at  over  $300  million,  and 
that  excludes  the  estimated 
$600  million  in  his  family's 
1  Norton  Trust  Co.,  over 
■  h   Clapp   still  exercises 


some  control. 

Thanks  to  his  father's  two  mar- 
riages, Norton  Clapp  started  out  ex- 
traordinarily rich.  The  story  begins  in 
the  late  1800s  with  the  Norton  broth- 
ers, James  and  Matthew.  They  were 
pioneer  timbermen  and,  witb  their 
cousin  William  Laird,  had  felled  pine 
along  the  banks  of  the  Mississippi  and 
built  sawmills  to  supply  lumber  for 
homesteaders  moving  west. 

The  two  Nortons  and  Laird  got  in- 
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wton's  Norton  Clapp 

take  fewer  risks,  you  miss  opportunities 


volved  with  another  timberman  of 
the  era,  Frederick  Weyerhaeuser,  and 
joined  Weyerhaeuser  in  his  numerous 
enterprises.  The  Lairds  and  Nortons 
put  up  $  1 .2  million  of  the  $5.4  million 
Weyerhaeuser  needed  in  1900  to  buy 
900,000  acres  of  Washington  State 
timberland  and  form  Weyerhaeuser 
Co.  Eventually  the  Laird  and  Norton 
families  owned  as  much  of  that  com- 
pany as  the  Weyerhaeusers.  The  Laird 
and  Norton  partners  also  put  up  mon- 
ey for  pieces  of  many  of  the  nearly  200 
other  companies  Frederick  Weyer- 
haeuser helped  organize,  including 
what  became  Boise  Payette  (now  Boi- 
se Cascade)  and  Potlatch  Corp. 

Frederick  Weyerhaeuser  fathered 
four  sons  and  three  daughters.  But  not 
many  of  Laird's  and  the  Norton  broth- 
ers' male  offspring  survived.  The  fam- 
ilies did,  however,  produce  several 
daughters.  Norton  Clapp's  father, 
Eben,  a  physician  from  Evanston,  111., 
married  one  of  the  daughters  of  James 
Norton.  When  she  died,  Eben  Clapp 
married  her  cousin,  Mary,  a  daughter 
of  Matthew  Norton.  Norton  Clapp 
was  the  product  of  this  second  mar- 
riage. Thus,  while  most  family  wealth 
dissipates  over  generations,  in  Clapp's 
case,  wealth  was  concentrated. 

As  heir  to  the  inheritances  of  two 
Norton  daughters,  Norton  Clapp  was 
destined  for  the  timber  business. 
With  a  law  degree  from  the  University 
of  Chicago,  he  moved  in  1929  to  the 
Northwest,  practiced  law  in 
Tacoma  and  began  dabbling 
in  real  estate.  At  the  time,  he 
was  one  of  the  largest  share- 
holders in  Weyerhaeuser,  as 
well  as  in  the  Laird  Norton 
Co.  back  in  Winona,  Minn. 

Clapp  was  appointed  secre- 
tary of  the  Weyerhaeuser 
company  in  1938,  and  a  di- 
rector in  1947,  assuming  his 
late  father's  board  seat.  Two 
years  later  he  became  presi- 
dent of  Boise  Payette. 

But  it  wasn't  until  1955, 
when  an  elderly  Laird  and 
Norton  family  representa- 
tive retired,  that  he  became 
active  in  the  timber  busi- 
ness. Shortly  before  Philip 
Weyerhaeuser,  who  was  head 
of  the  company,  died  of  leu- 
kemia in  1956,  the  Clapps, 
Lairds  and  Weyerhaeusers 
conferred  and,  after  long  ne- 
gotiations, decided  to  let  the 
Weyerhaeuser  side  run 
things.  But  the  Laird  and 
Norton  interests  demanded 
some  say,  too.  And  so  Nor- 
ton Clapp  became  a  vice 
president    of    the    company 
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and  a  member  of  the  executive  board. 
He  was  49  years  old. 

Five  years  later  Clapp  was  named 
president  and  ran  the  company  with 
the  help  of  people  like  John  Aram, 
who  had  managed  Boise  Payette. 

While  Clapp  was  president  of 
Weyerhaeuser,  his  fiscal  conserva- 
tism set  a  tone  that  seems  still  to 
guide  the  company.  During  the  Clapp 
regime,  which  lasted  until  1966,  the 
company  continued  its  policies  of  re- 
fusing to  cut  trees  as  fast  as  competi- 
tors like  Georgia-Pacific  and  of  hesi- 
tating to  assume  debt.  It  financed  all 
of  its  capital  expenditures,  some  $545 
million  during  his  tenure,  entirely 
from  cash  flow.  Even  today  Weyer- 
haeuser has  less  long-term  debt  rela- 
tive to  its  equity  than  does  Georgia- 
Pacific  and  most  other  big  forest  prod- 
ucts concerns. 

Clapp's  was  a  conserva- 
tive policy,  and  con- 
sciously so.  "We  are  more 
thorough,"  Clapp  told 
Forbes  in  1966,  in  one  of 
the  last  interviews  he  ever 
granted  to  the  media  (ex- 
cept in  his  role  as  presi- 
dent of  the  Boy  Scouts). 
"We  take  fewer  risks,  and 
if  you  take  fewer  risks, 
you  miss  some  opportuni- 
ties But  our  decisions  are 
informed." 

When  Clapp  retired  in 
1966  the  total  market  val- 
ue of  Weyerhaeuser  had 
increased  25%,  to  $1.2  bil- 
lion. Not  a  remarkable 
stock  market  performance,  especially 
when  one  recalls  that  the  Dow  indus- 
trials doubled  between  1956  and 
1966.  The  company  was  sitting  on  $3 
billion  in  timber  and  other  assets.  At 
around  $40  per  share  when  Clapp 
stepped  down,  the  stock  traded  at  less 
than  half  its  asset  value. 

Starting  before  he  ran  Wcvci 
haeuser,  Clapp  suffered  several  trage- 
dies In  1945  an  auto  accident  left  one 
son  by  his  first  wife  dead,  another 
disabled.  This  son  later  died  of  cancel 
at  the  age  of  24.  Another  son,  said  to 
be  a  heavy  drinker,  also  died  young.  In 
1951  Clapp's  second  wife  perished  in 
a  plane  crash. 

In  1957  Clapp  moved  the  Laird  Nor- 
ton Co.  to  Seattle  from  Winona.  He 
used  it  as  an  umbrella  foi  family  busi- 
ness interests.  Although  his  sons  (one 
surviving  son  from  his  first  mai  iage, 
two  from  his  second)  showed  little 
interest  in  the  business,  Clapp  turned 
it  into  a  home  foi  some  ot  the  step- 
sons and  sons  in-law  that  he  was  ae 
quiring.  When  stepson  Booth  ( 
ner — now  governor  of  Washington- 


finished  Harvard  Business  School, 
Clapp  made  him  president  of  Laird 
Norton's  midwestern  chain  of  retail 
lumberyards,  now  called  Lanoga. 

The  lumberyards  weren't  efficient: 
They  paid  their  employees  poorly,  did 
little  advertising  or  upgrading  of  facil- 
ities, and  so  built  up  cash.  The  Inter- 
nal Revenue  Service  reportedly 
threatened  to  put  a  double  tax  on  re- 
tained earnings,  and  Lanoga  used  its 
cash  to  buy  an  Alaskan  construction 
business  that  has  turned  out  badly. 

Clapp's  real  estate  ventures  have 
also  been  very  conservative.  North- 
west Building  Corp.,  Laird  Norton's 
real  estate  subsidiary,  has  an  estimat- 
ed $225  million  worth  of  property, 
including  two  downtown  Seattle 
buildings,  one  of  the  first  suburban 
shopping  centers  in  the  Northwest 


Pioneer  timbertnen James  and  Matthew  Norton 

Clapp's  father  married  both  of  their  daughters. 


and  some  raw  land  in  the  San  Juan 
Islands  north  of  Seattle.  Northwest 
Building,  says  a  Seattle  developer,  "is 
a  sleepy  operation." 

In  venture  capital,  too,  caution  has 
been  Clapp's  watchword.  "He  put  the 
family  money  into  what  I  would  call 
country  club  deals,"  says  a  local  ven- 
ture capitalist,  who  asked  not  to  be 
identified  by  name.  "But  unfortunate- 
ly, few  of  those  deals  were  real  win- 
ners." An  exception:  the  well-regard- 
ed Chicago  venture  capital  firm  Fron- 
tenac  (assets,  $200  million),  where 
Land  Norton  invested  $2  million  in 
1970  and  remains  a  limited  partner. 
Frontenac  is  run  by  Martin  Koldyke, 
the  husband  of  Patricia  Blunt,  a  Laird 
family  member. 

Unfortunately,  Koldyke  is  one  of 
the  few  younger  family  members 
with  much  business  drive.  The  blood 
is  running  thin,  and  what  will  happen 
to  Clapp's  interests  is  hard  to  say. 
Clapp  recently  married  for  the  fourth 
time,  his  new  wife  is  the  widow  of 
one  of  his  sons.  Clapp's  youngest  son 
William,  46,  has  returned  to  Seattle 


from  Alaska,  where  he  was  a  bush 
pilot.  Like  his  father,  Bill  Clapp  drives 
an  old  car,  dresses  in  old  clothes  and 
lives  quietly  on  Lake  Washington.  But 
there  is  no  indication  he  wants  to  take 
over  his  father's  interests. 

The  center  of  gravity  of  the  Clapp- 
Laird-Norton  descendants'  wealth  is 
the  Laird  Norton  Trust  Co.  The  trust, 
which  distributed  many  Weyer- 
haeuser shares  to  family  members 
many  years  back,  now  manages  at 
least  $800  million  in  marketable  se- 
curities (including  $200  million  for 
outsiders).  Not  unexpectedly,  this 
money  is  conservatively  run. 

But  now  time  and  taxes  are  shrink- 
ing the  pie  relative  to  the  number  of 
mouths  that  expect  to  be  fed.  The 
Laird  Norton  Trust's  beneficiaries 
have  multiplied  to  some  175  family 
members.  When  many 
family  members  gathered 
in  Oregon  a  couple  of 
summers  ago,  some 
voiced  discontent.  "We're 
kind  of  limping  along 
without  professional 

management,"  said  Boot- 
sie  Osgood,  widow  of  Gil- 
bert Osgood,  who  was 
once  a  Laird  family  repre- 
sentative on  the  Boise 
Cascade  board.  Said  an- 
other trust  beneficiary,  of 
the  infighting  that  has  be- 
gun to  afflict  the  families: 
"It's  a  jungle.  Those  who 
kept  their  Weyerhaeuser 
shares  in  the  trust  when 
they  were  disbursed  still 
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have  something.  As  for  the  rest, 
there's  not  much." 

Norton  Clapp's  friends  and  neigh- 
bors esteem  him  greatly — although, 
curiously,  not  many  want  to  say  so 
publicly.  They  like  the  low  profile  he 
keeps — "Around  here,"  explains  one 
longtime  Seattle  friend,  "it  is  consid- 
ered good  form  not  to  be  showy  or 
ostentatious" — and  they  like  his  val- 
ues. "I'm  just  glad  you're  writing 
about  someone  like  Norton  Clapp  in- 
stead of  one  of  those  Wall  Street  hot- 
shots,"  another  Clapp  associate  says. 
"He's  the  kind  of  guy  the  youth  of 
America  should  emulate." 

There  arc  three  basic  things  people 
can  do  when  they  inherit  great 
wealth.  They  can  blow  it,  as  the  Hunt 
brothers  apparently  have.  They  can 
expand  it  exponentially,  as  the  Bass 
brothers  have.  Or  they  can  conserve 
it,  as  Norton  Clapp  has  done.  The 
Han-foot  Contessa  to  the  contrary, 
there  is  nothing  inevitable  about 
turning  $100  million  into  $110  mil- 
lion, although  in  Norton  Clapp's  case, 
it  seems  to  have  worked  that  way.  ■ 
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INTRODUCING  OUR  NEWEST  NECKTIE  COLLECTION 


AT  SELECTED  FINE  STORES  AND  CHANEL  BOUTIQUES:  NEW  YORK,  BEVERLY  HILLS, 
CHICAGO,  DALLAS,  PALM  BEACH,  HONOLULU.  OPENING  SAN  FRANCISCO,  DECEMBER  1988 


To  those  who  are  constantly  seeking  new  challenges, 
American  Express  offers  the  Gold  Card. 
With  a  wealth  of  worldwide  travel  and  financial 
privileges,  you  11  find  that  when  it  comes  to  meeting 
your  demanding  needs,  the  Gold  Card  can  be 
very  instrumental.  JHE  GOLD  CARD' 


i 


;ALS  THAN  NEW  ONES  NEED  TO  BE  SET. 


Gold  Card  Privileges  Include 


■AR-END  SUMMARY  OF  CHARGES.  □  THE  ASSOCIATE  CLUB*  Private  club 
Tership.  D  CAR  RENTAL  COLLISION  DAMAGE  INSURANCE  □  CASH  ACCESS, 
lencan  Express®  ENVOY*  24-bour  personal  travel  service.  □  DUPLICATE  RECEIPTS 
nontbly  statement.  □  24-HR.  CUSTOMER  SERVICE.  OTo  apply:  1-800-THE-GOLD. 

nentrequired.  tSome  lim\fations  and  exclusions  apply.  Underwritten  bySattonal  Union  Fire  Insurance  Company  of  Pittsburgh,  PA. 


Profiles 


At  35,  Milton  Petrie  was  bankrupt.  In  two 
years  he  had  repaid  his  creditors  in  full, 
and  by  last  year  he  was  a  billionaire.  His  is 
not  the  kind  of  management  style  they 
teach  at  the  Harvard  business  school. 

A  special  case 


By  Phyllis  Berman 
and  Kathy  Murray 


At  the  age  of  86,  Milton  Petrie 
is  still  surprising  people.  Three 
I  months  ago  the  founder  and 
majority  owner  of  Petrie  Stores  told 
Forbes,  "We  don't  intend  to  take  it 


(Petrie  Stores]  private."  Then,  about  a 
month  later,  Petrie  announced  he 
might  buy  out  the  40%  of  Petrie 
Stores  he  did  not  already  own.  The 
stock,  clobbered  last  October,  imme- 
diately jumped,  adding  $141  million 
to  Petrie's  net  worth. 
Exactly  what  Milton  Petrie  does  or 


Mm  ANxnt 


etri    it  his  iifih  \i enue  apartment 

Former  employees  use  words  lUce  year"  and  "chaos. 


does  not  have  in  mind  for  his  chain  of 
1,600  primarily  teen  apparel  shops  is 
anyone's  guess.  What  is  amply  clear  is 
this:  Of  humble  origins,  Milton  Petrie 
wanted  to  be  very  rich  in  a  way  that 
only  the  very  driven  can.  Both  he  and 
his  father  went  bankrupt.  His  father 
never  recovered,  but  through  sheer 
force  of  will  Petrie  has  fulfilled  his 
ambition.  In  last  year's  bull  market, 
he  was  worth  over  $1  billion.  Even 
with  the  recent  stock  move,  Petrie 
Stores  has  not  regained  the  ground  it 
lost  in  the  market  crash.  Petrie  him- 
self is  worth  just  under  $600  million. 

In  1978  Petrie  married  for  the 
fourth  time.  CarrolL  Petrie,  from 
Greenville,  S.C.,  is  tall  and  blonde,  a 
onetime  model  and  big  game  hunter 
who  is  still  glamorous  at  60.  Once  an 
intimate  of  the  Duchess  of  Windsor, 
she  is  the  former  Marquesa  de  Por- 
tage The  Petries  move  between 
sumptuous  homes  on  Fifth  Avenue 
and  in  Southampton,  N.Y.,  which 
have  graced  the  pages  of  Architectural 
Digest  and  House  &  Garden  ("All  this," 
she  reportedly  confided  to  her  decora- 
tor, "from  a  Baptist  from  South  Caro- 
lina.") On  her  husband's  85th  birth- 
day, she  surprised  him  with  a  party  at 
the  Metropolitan  Museum  of  Art,  at- 
tended by  such  luminaries  as  Happy 
Rockefeller,  the  Tisches,  Estee  Lau- 
der, and  Charles  Lazarus  of  Toys  "R" 
Us.  Now,  since  his  marriage,  Milton 
Petrie,  a  large-scale  philanthropist, 
has  arrived. 

If  you're  into  Lifestyles  of  the  Rich  and 
Famous  fare,  you  can  stop  reading 
here.  If  you're  interested  in  how  a 
man  who  was  bankrupt  in  1937  was  a 
billionaire  by  1987,  the  story  gets 
more  interesting. 

By  being  one  of  the  first  specialty 
retailers  to  move  into  suburban  malls 
and  by  buying  up  other  family-domi- 
nated retail  chains  with  cheap,  long- 
term  shopping  center  leases,  Petrie 
has  built  Petrie  Stores  into  a  1,600- 
store  chain  with  sales  of  $1.2  billion. 
But  over  the  years  the  company's 
management  style  has  remained  more 
in  concert  with  its  beginnings  as  a 
single  hosiery  shop  in  Cleveland. 

Organization  charts?  Detailed 
chains  of  command?  Forget  it.  Each 
morning  various  employees  line  up 
outside  the  door  of  Petrie's  office  in 
Secaucus,  N.J.  for  instructions  and 
gruff  advice.  Many  are  "the  girls,"  as 
Petrie  refers  to  his  store  managers. 

In  his  office,  Petrie  sits  behind  a 
simple  workman's  table  (an  unused 
mahogany  desk  is  shoved  against  the 
wall,  buried  beneath  a  heap  of  com- 
puter printouts)  and  holds  court.  He  is 
surrounded  by  scattered  financial  re- 
ports. A  couch  nearby  overflows  with 
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Missing  syllables.  Sentences  that  faded 
in  and  out.  A  buzz  with  hissing  overtones. 

Whatever  it  sounded  like,  one  thing's 
perfectly  clear,  it  would  have  sounded 
better  on  US  Sprint's  nationwide  100% 
digital  fiberoptic  network,  a  span  of  glass 
over  20,000  miles  long  that  actually  car- 
ries your  voice  from  coast  to  coast  with 


greater  clarity  than  a  call  across  town. 

In  fact,  in  a  recent  test,  nine  out  often 
business  people  preferred  the  sound  quality 
of  US  Sprint"  over  AT&T. 

So,  get  the  best  sound  quality  and  save 
as  much  as  10, 20  even  30%.  Call  Sprint  now. 

And  your  last  bad  long  distance  call 
really  will  be  your  last.  1-800-877-2000. 


US  Sprint* 


C 1988  US  Sprint  Communications  Company.  A  GTE  ■  United  Telecommunications  Partnership.  ®  US  Spnnt  is  a  registered  trademark  of  US  Sprint  Communications  Company.  Savings  versus  AT&T  interstate  rates. 


Petrie  and  bis  wife,  Carroll,  the  former  Marquesa  de  Portago 

"All  this."  she  says,  'from  a  Baptist  from  South  Carolina." 


stuffed  animals.  In  this  dingy  back 
room,  with  its  walls  of  framed  news- 
paper clippings  and  a  plaque  recount- 
ing "Lincoln's  Failures,"  he  is  clearly 
at  home,  as  he  has  been  for  decades. 

At  his  side  during  these  meetings, 
usually  standing,  is  his  chief  lieuten- 
ant, Hilda  Kirschbaum.  A  lively  and 
sharp-witted  77-year-old,  Kirschbaum 
landed  her  first  job  as  a  stock  clerk  in 
Petrie's  Cleveland  hosiery  store  at  age 
16  by  sneaking  past  a  line  of  appli- 
cants into  Petne's  office  she  and 
three  other  women  Dorothy  Fink, 
lean  Roberts  and  the  retired  Evelyn 
Sehultz — worked  for  Petrie  for  almost 
half  a  century  and  built  the  company 
alongside  him. 

What  was  it  like,  building  such  a 
fortune?  Foimex  employees  many  of 
them  still  loyal  to  Petrie,  use  words 
like  "chaos"  and  "fear"  to  describe 
life  with  Petrie  No  detail  was  too 
small  to  catch  his  attention,  be  it  a 
store  managers  pregnancy,  or  the 
mops  used  to  clean  the  QoOXS 

A  former  employee  recounts  a  tvpi 
cal  meeting  "I  remember  the  dav  IV 
trie  lost  his  temper  and  picked  up  a 
now  you've  got  to  understand 
a  2-inch  pack  of  paper— and 
throws  it  at  Hilda  Kirschbaum.  He 
hits  her  in  the  chest,  and  almost 
knocks  her  out  ot  her  chair.  She  gets 


angry,  picks  up  the  file  and  throws  it 
at  another  employee."  At  the  time, 
Kirschbaum  was  in  her  early  70s. 

The  employee  continues:  "Hilda 
apologizes,  Petrie  apologizes,  and 
they  go  back  to  business  as  if  nothing 
had  happened.  Meanwhile,  Petne's 
girls  are  just  diving  all  over  the  floor, 
trying  to  put  the  file  back  together." 

Many  former  employees  recall  sim- 
ilar mayhem.  Petrie  says  he  doesn't 
recall  this  particular  incident.  But  us- 
ing some  scatologically  vivid  lan- 
guage, Petrie  concedes  that  his  rela- 
tionship with  Kirschbaum  is  volatile. 
"I  couldn't  repeat  the  language  used 
in  that  office,"  says  one  former  execu- 
tive. "Just  read  the  roman  a  clef  writ- 
ten about  the  place."  He  refers  to  The 
Buyers,  a  sex-filled  novel  set  on  Sev- 
enth Avenue  that  portrays  an  entre- 
preneur's employees  treated  with  an 
explosive  mixture  of  abuse  and  gener- 
osity. Although  author  lack  Martin 
Oppenheim,  a  former  Petrie  buyer, 
begins  his  book  insisting  that  it's  fic- 
tion, others  say  otherwise.  "1  think  I 
recognized  myself,"  says  Kirschbaum. 
"I  read  it,  and  I  was  angry." 

To  put  it  mildly,  the  atmosphere  at 
Petrie  Stores  was  not  gentle.  It  was 
not  the  kind  of  company  to  make- 
such  lists  as  The  100  Best  Companies  n> 
\\  orkfor  in  America.  But  a  rough  com- 


mercial Darwinism  weeded  out  the 
weaker  employees  and  quickly  pro- 
moted the  stronger  ones.  The  grilling 
sessions  with  Petrie  required  that 
store  managers  from  small  towns 
around  the  country  be  prepped  by  Hil- 
da Kirschbaum  and  that  the  "girls" 
respond  immediately  and  intelligent- 
ly to  the  boss.  Those  who  didn't  per- 
form well  during  their  allotted  time 
often  got  fired.  But  those  who  sur- 
vived could  count  on  Petrie's  full  sup- 
port. Many  also  received  Petrie's  leg- 
endary generosity. 

Heavy  of  hand,  Petrie  was  quick  of 
movement — even  though  he  initially 
hesitated  in  refurbishing  his  stores.  "I 
watched  that  man  sign  off  on  $5  mil- 
lion like  it  was  pocket  change,"  said 
an  ex-employee.  "He'd  do  a  dozen,  15 
stores  a  morning.  It  was  like,  'Here's 
$1  million.  I  want  these  stores  re- 
done.' "  A  shouted  instruction  from 
Petrie  would  be  implemented  faster 
and  more  efficiently  than  at  any 
competitor. 

The  atmosphere  exacted  a  toll  from 
Petrie,  too.  He  is  a  recovered  alcoholic 
and  hasn't  touched  liquor  for  ten 
years  now,  after  an  intermittent  40- 
year  battle.  When  Petrie  went  off  on 
his  not  infrequent  drinking  binges, 
his  four  senior  "girls,"  particularly 
Kirschbaum  and  Fink,  ran  the  busi- 
ness. Indeed,  for  years  Kirschbaum 
and  Fink  have  bought  virtually  all  the 
merchandise  for  the  stores,  maintain- 
ing a  remarkable  sense  for  the  teen 
market.  Petrie  praises  them  lavishly, 
though  more  with  words  than  cash. 
Today  Kirschbaum  and  Fink  earn 
$350,000  and  $325,000  respectively, 
and  for  years  they  earned  less  than 
$100,000  each.  By  contrast,  Petrie 
pays  Jay  Galin,  a  senior  vice  president, 
$800,000.  Still,  the  two  women  have 
accumulated,  between  them,  stock 
now  worth  $  1 7.6  million.  For  his  part, 
Petrie,  too,  takes  a  small  salary,  but 
he  gets  huge  dividend  payments — $16 
million  last  year  alone;  even  after 
slashing  quarterly  dividends  from 
\7Vi  cents  to  5  cents  per  share  in 
1987,  he  will  get  $5.6  million. 

As  Kirschbaum  chose  merchandise, 
Petrie  looked  after  locations.  At  this 
he  excelled.  He  was  an  early  tenant  of 
mall  developers  like  Richard  Jacobs 
and  Alfred  Taubman.  And  when  he 
could  get  away  with  it,  his  treatment 
of  landlords  verged  on  brutality. 

Take  the  time  he  bought  90  stores 
along  the  U.S. -Mexico  border.  The 
rents  were  in  dollars,  but  soon  after- 
ward, the  peso  dropped  dramatically, 
killing  the  stores'  business.  Petrie  de- 
manded lower  rents.  The  landlords 
refused.  So  "Petrie  told  his  controller, 
'Don't  pay  the  rents,'  "  remembers  a 
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Passing  the  test  of  time. 


Ceramics.  First  used  more  than  10,000  years  ago.  Now  more 
popular  than  ever,  especially  for  high-tech  applications. 

Zircone-Y,  one  of  the  most  remarkable  of  the  ceramics,  has 
been  superheated  and  fused  to  form  the  scratchproof  case 
and  bracelet  links  of  these  Rado®  Anatoms.  Giving  you  a  watch 
of  extraordinary  durability  and  comfort. 
The  perfect  blend  of  past  and  future. 

Available  for  men  and  women. 


RADO 


Switzerland 


* 


SHREVE   &  CO. 


JEWELERS  SINCE  1852 
SAN  FRANCISCO 


JJ.  HUDSON.  Minneapolis,  St.  Paul— CHARLES  W.  WARREN,  Detroit— JESSOPS,  San  Diego 
CD.  PEACOCK,  Chicago— J.E.  CALDWELL  CO.,  Philadelphia,  Washington,  D.C. 


MEMBERS  OF  THE  HENRY  BULKS  AND  SONS  COMPANY  OF  FINE  JEWELERS 
Use  our  own  Silver  Card  or  we  welcome  American  Express,  Visa  or  MasterCard. 


Chair  In 
Economics 

Any  business  person  is  showing  graduate  level 
good  sense  when  the  chair  he  or  she  sits  in  comes  from 
Aaron  Rents. 

iron  has  an  enormous  selection  of  superior  qual- 
ity distinctive  office  furniture  to  make  your  company  look 
successful.  And  the  lowest  prices  a\ailable.  to  help  your 
company  be  successful. 

iron  gives  you  lots  of  options,  too:  rent,  rent-to- 
own,  or  buy  new  or  rental-return  furniture  at  up  to  50% 
under  retail'. 

You  always  benefit  from  economies  of  scale  at 
Aaron:  with  180  locations  coast-to-coast,  we're  the  largest 
company  in  the  field.  Also,  we  haw  tour  plants  where  we 
manufacture  much  of  our  furniture.  That  way  we  can  con- 
trol costs  all  down  the  line.  So  it's  no  wonder  we're  always 
15  to  20    less  than  companies  that  have  to  buy  all  the 
furniture  they  rent. 

When  you're  in  the  market  for  home  or  office  fur- 
niture, whether  to  rent  or  buy  come  to  the  nearest  Aaron 
store.  Thai's  making  an  educated  decision. 

For  the  location  nearest  you,  call  1-800-344-0650. 


Aaron  Rents  &  Sells 
Office  Furniture 


The  Best  Deal  In  Town.  All  Over  America. 


former  employee.  Most  of  the  land- 
lords caved  in. 

The  question  now  is,  What  next  for 
Petrie  Stores?  In  retrospect,  Petrie 
Stores  seems  to  have  peaked  in  1979. 
Since  then  the  consolidation  of  its 
holding  in  Toys  "R"  Us  has  hidden 
the  decline  in  its  own  business 
(Forbes,  Feb.  22).  Even  then,  margins 
did  slide,  from  1 1.6%  aftertax  to  6.1% 
in  fiscal  1987,  and  to  3.8%  in  fiscal 
1988  (fiscal  years  end  Jan.  31).  Today, 
with  only  13.3%  of  Toys,  Petrie  can 
no  longer  consolidate  those  earnings. 

Some  Wall  Street  types  attribute 
Petrie  Stores'  problems  to  Petrie's  re- 
fusal, until  two  years  ago,  to  diversify. 
Only  recently  has  he  begun  turning 
his  big  spaces,  often  12,000  square 
feet,  into  different  kinds  of  stores. 

Other  critics  blame  Petrie's  reluc- 
tance to  bring  in  professional  manag- 
ers, share  power  and  create  a  succes- 
sion. In  1982  he  recruited  young  Mi- 
chael Boyle  from  Federated.  Boyle  was 

Petrie  sits  behind  a  simple 
workman's  table  and  holds 
court.  He  is  surrounded  by 
scattered  financial  reports. 
A  couch  nearby  overflows 
with  stuffed  animals.  In 
this  dingy  back  room, 
with  its  walls  of  framed 
newspaper  clippings,  he  is 
clearly  at  home. 

gone  two  months  later — "my  $5  mil- 
lion mistake,"  growls  Petrie,  referring 
to  Boyle's  termination  settlement. 

In  June  1986  another  heir  apparent 
arrived:  Matthew  Miller,  now  26,  a 
lawyer  and  Petrie's  grandson.  Miller 
tried  to  introduce  information  sys- 
tems and  controls.  "Mr.  Petrie,"  as 
Miller  now  calls  his  grandfather,  re- 
sisted. Miller  even  went  to  board 
member  Larry  Tisch  with  some  plans. 
Frustrated,  Miller  resigned  in  July. 

There  are  those  who  believe  Petrie 
is  serious  about  taking  the  company 
private.  This  school  believes  Petrie 
will  sell  the  Toys  "R"  Us  block  (cur- 
rent value,  $654  million)  back  to 
Toys,  and  use  the  proceeds  to  go  pri- 
vate— if  he  can  get  a  favorable  tax 
ruling  on  the  sale  of  the  Toys  stock. 

An  opposing  school,  however, 
thinks  Petrie  is  putting  his  company 
mto  play  so  that  he  himself  can  be 
bought  out.  This  Petrie  staunchly  de- 
nies. "There  is  no  price  at  which  I 
would  sell  my  stock  in  Petrie,"  he 
says,  smoking,  yet  another  cigar. 
"They  could  offer  me  double  or  triple 
what  my  stock  is  worth,  I  wouldn't 
sell."  The  final  chapter  of  this  story 
has  yet  to  be  written.  ■ 
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Hercules  didn't  seem  to  have 
a  big  problem  with  Cerberus. 
After  all,  not  only  did  he  carry 
the  dog  up  from  the  lower  world, 
he  also  carried  him  back,  with- 
out a  hitch. 

Modem-day  management  pro- 
blems, like  productivity  improve- 
ment, should  be  so  easy. 

That's  where  we  come  in. 

We've  enhanced  productivity 
for  half  the  top  1000  companies 
in  America.  In  addition,  we've 
worked  in  25  countries  overseas. 
And  we  don't  just  improve 
profits.  We  also  improve  quality. 

On  the  average,  our  clients 
realize  a  400%  return  on  their  in- 
vestment in  the  first  year  alone. 

We  not  only  create  produc- 
tivity plans,  we  install  them. 
We  actually  put  in  the  systems, 
fine-tune  them,  even  train 
your  employees. 

Airline  Industry 

Recently,  we  helped  a  client 
increase  utilization  and  capacity 
of  planes,  pilots,  people, 
facilities  and  equipment  At  the 
same  time,  we  improved  customer 
service,  the  client's  image  within 
the  market,  as  well  as  profits  and 
overall  competitiveness. 


Alexander  Proudfoot 

The  Power  of  Productivity. 


If  you  like  those  numbers  write, 
or  call  this  number: 

800-843-4877 

And  we'll  send  you  our  brochure, 
Productivity:  Myths  and  Reality. 
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Company 
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unded  1946  Executive  offices  1700  Palm  Be.ich  Lakes  Boulevard.  West  Palm  Beach,  FL  33401  Operating  in  the  United  Stales.  Canada, 
xico,  Brazil.  Great  Britain.  France,  Federal  Republic  of  Germany,  Italy,  Spain.  Portugal,  Sweden.  Denmark,  Ireland.  Luxembourg.  The 
thcriands,  Belgium.  /ftstralia.  Hong  Kong.  Malaysia  Thailand.  Singapore,  and  soon  in  Taiwan  In  Florida  or  Canada,  call  407-697-9600 
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Alexander  Proudfoot,  Executive  offices: 
1700  Palm  Beach  Lakes  Boulevard, 
West  Palm  Beach,  FL,  33401 


Across  the  Hudson  River  from  Manhattan 
lay  a  wasteland  that  was  the  biggest,  most 
obvious  building  opportunity  in  America. 
Some  of  The  Forbes  Four  Hundred  are 
now  turning  that  opportunity  into  reality. 

New  Jersey's 
new  Gold  Coast 


By  John  Merwin 


One  day  in  1983,  Leonard  Stern, 
the  billionaire  New  Jersey  de- 
veloper and  owner  of  Hartz 
Mountain  pet  products,  received  an 
urgent  phone  call  from  his  real  estate 
partner,  Gene  Heller.  "Stop  what 
you're  doing  and  come  down  here — 
now,"  said  Heller. 


"Down  here"  was  an  80-acre  tract 
along  the  Hudson  River,  just  south  of 
where  the  Lincoln  Tunnel  spews  its 
traffic  into  New  Jersey.  There  Stern 
and  Heller  stood  on  a  pier  facing  the 
Lower  West  Side  of  Manhattan,  a  half- 
mile  across  the  Hudson.  Turning  back 
to  the  Jersey  side,  they  scanned  a 
scene  of  ruin — garbage,  abandoned 
rail  yards  and  rotting  wharves.  But 


Stern  was  thrilled. 

"I  imagined,"  recalls  Stern,  "that 
one  day  both  sides  of  the  Hudson 
would  become  a  single  community, 
as  are  the  banks  of  the  Seine." 

Sensing  a  kill,  Stern  and  Heller 
snapped  up  the  Hudson  River  tract  for 
$5  million,  or  $62,500  an  acre.  Today 
prime  waterfront  property  in  the  area 
is  trading  for  up  to  $1  million  an  acre 
and  more. 

Stern's  purchase  is  part  of  what 
boosters  are  promoting  as  New  Jer- 
sey's new  Gold  Coast.  The  area  en- 
compasses 18  miles  of  scattered  but 
fast-growing  commercial  and  residen- 
tial development  stretching  south 
from  the  George  Washington  Bridge 
past  the  Statue  of  Liberty  to  Bayonne. 

The  pace  of  building  on  the  Gold 
Coast  is  already  hectic.  Where  once 
wild  dogs  roamed,  there  are  now 
36,000  condominiums  and  35  million 
square  feet  of  office  space — nearly 
four  times  the  floor  space  of  the  World 
Trade  Center  twin  towers — under 
various  stages  of  development.  There 
are  roads,  shops,  restaurants.  Power, 
water  and  telephones.  And  people,  up 
to  10,000  of  them  living  and  working 
along  the  Gold  Coast  waterfront  de- 
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Where  the  action  is 


NEW  YORK  CITY 


STATUE  OF  LIBERTY 


Port  Imperial 

NEW  JERSEY 


Lincoln  Harbor 


Colgate 

Harborside 

Harsimus  Cove 


$20  billion  of  development  is  under  way  along 
the  New  Jersey  Gold  Coast,  across  from  Man- 
hattan's West  Side. 


Port  Liberte 


velopment,  with  many  thousands 
more  to  come.  One  day  this  former 
garbage  landscape  could  be  home  to 
75,000  residents  and  140,000  workers. 
With  the  benefit  of  hindsight,  the 
obvious  question  is:  How  could  such 
strategically  situated  land  have  es- 
caped the  hands  of  real  estate  develop- 
ers for  so  long?  There  are  two  main 
reasons:  railroads,  and  corruption. 


The  railroads  dominated  New  Jer- 
sey's waterfront  from  the  turn  of  the 
century,  when  they  began  to  build 
their  freight  terminals  on  Jersey's  side 
of  the  Hudson.  From  there  they  un- 
loaded goods,  floated  them  across  to 
New  York,  then  unloaded  them  again. 
Not  efficient,  but  cheaper  than  boring 
train  tunnels  under  the  river.  By  the 
mid-1950s,  however,   truckers,  con- 


tainerized shippers  and  highway  tun- 
nels drew  the  railroads'  waterfront 
business  away.  Eventually  the  rail- 
roads owning  much  of  the  Gold 
Coast — notably  the  Erie  and  Pennsyl- 
vania railroads — fell  into  bankruptcy, 
and  the  land  stayed  tied  up  in  legal 
proceedings  until  the  early  1980s. 

And  corruption?  For  decades  Jersey 
City,  where  many  of  the  redevelop- 


Development  (at  right)  along  New  Jersey's  side  of  the  Hudson 

Bow  could  such  strategically  situated  land  escape  developers  for  so  long? 
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Mark  Greenberg/Visions 


Port  Uberti 

From  a  trash-strewn  batjfront  to  canals  and  condos. 


ment  projects  are  going  up,  was  a  po- 
litical zoo  whose  animals  fed  on,  or 
chased  away,  would-be  developers. 
Recalls  former  mayor  Paul  Jordan, 
elected  in  1971  to  clean  up  the  mess, 
"From  the  mayor  down  to  the  build- 
ing inspector,  they  all  had  their  hands 
out."  But  in  the  early  1970s,  Jersey 
City's  political  machine  was  cleaned 
out.  The  mayor  and  eight  other  defen- 
dants, including  political  boss  John  V. 
Kenny,  went  to  jail. 

With  political  corruption  sharply 
reduced  and  bankruptcy  courts  finally 
releasing  railroad  land,  in  the  early 
1980s  developers  finally  found  their 
opportunity.  But  because  the  finan- 
cial demands  of  such  large-scale  rede- 
velopment are  so  vast — in  the  aggre- 
gate, at  least  $20  billion  over  the  next 
decade — the  Jersey  waterfront  needed 
private  players  with  uncommonly 
deep  pockets.  Besides  Leonard  Stem, 
The  Forbes  Four  Hundred  members 
developing  the  area  include  New  Jer- 
sey trucking  magnate  Arthur  Impera- 
tore,  New  York  City  high-rise  devel- 
oper Samuel  LeFrak,  Indianapolis 
shopping  center  builders  Melvin  and 
Herbert  Simon  and  New  York  ship- 
ping tycoon  Daniel  Ludwig. 

Among  the  group,  the  one  who 
bought  in  earliest  and  cheapest  on  the 
waterfront  was  Arthur  Imperatore. 
(  'insider  the  irony:  Imperatore  made 


his  fortune  in  the  very  industry — 
trucking — that  killed  the  railroads' 
Hudson  River  freight  business.  Now 
he  stands  to  make  a  fortune  on  the 
site  where  the  railroads  lost  theirs. 

Although  he  is  a  man  with  no  major 
development  experience,  in  1981  Im- 
peratore purchased  a  long,  narrow 
367-acre  tract  of  rail  yards  near  the 
Lincoln  Tunnel  for  $7.7  million,  a 
mere  $21,000  an  acre. 

But  the  price  was  not  low  without 
reason.  Imperatore's  strip  of  land, 
squeezed  between  the  Hudson  River 
in  front  and  New  Jersey's  Palisades 
behind,  needs  state-sponsored  light 
rail  service  to  move  masses  of  people 
in  and  out  conveniently.  Thus  far 
Conrail  will  not  surrender  the  right  of 
way  for  its  rail  operations  to  New 
Jersey  developers.  Why  not?  Conrail, 
successor  to  the  bankrupt  railroads, 
uses  their  old  tracks  to  support  a  mod- 
ern container  transfer  operation  a  few 
miles  inland.  Negotiations  are  under 
way  to  free  up  the  easement  so  devel- 
opment can  proceed. 

Also  frustrated  by  the  Conrail  stale- 
mate is  Daniel  Ludwig,  whose  water- 
front development,  estimated  to  cost 
$800  million  when  complete  in  2001, 
is  several  miles  south  of  Imperatore's. 
But  Ludwig  can't  get  started  because 
of  Conrail 's  nght  to  back  trains  across 
his  land  en  route  to  its  container 


transfer  site  in  the  Meadowlands. 
Nonetheless,  both  men  (or  their  orga- 
nizations— Ludwig  is  91,  Imperatore, 
63)  are  prepared  to  wait. 

The  waterfront's  most  adroit  deal- 
maker  has  proved  to  be  Leonard  Stem. 
His  Hartz  Mountain  Industries  Inc. 
has  already  opened  part  of  its  own 
Lincoln  Harbor  site — PaineWebber  is 
moving  2,500  back-office  workers 
there — and  also  is  leveraging  its  play 
by  striking  deals  to  develop  sites  for 
others,  including  Imperatore.  "Arthur 
came  to  realize  that  he  couldn't  and 
wouldn't  be  his  own  developer,"  says 
Stern.  So  Stern  is  going  to  develop  an 
accessible  80  acres  of  Imperatore  land. 
Hartz  also  is  developing  13  waterfront 
acres  in  Hoboken  for  two  office  build- 
ings and  retail  space  with  the  Stevens 
Institute  of  Technology,  and  is  mak- 
ing a  pitch  to  develop  Hoboken  land 
now  leased  by  the  Port  Authority  of 
New  York  and  New  Jersey. 

To  understand  better  why  the  Jer- 
sey waterfront  has  fallen  mostly  into 
the  hands  of  Leonard  Stern  and  other 
Forbes  Four  Hundred  types,  look  just 
south  to  Newport,  a  huge  develop- 
ment rising  in  Jersey  City.  The  capital 
requirements  are  enormous.  Over  the 
next  decade  Newport  is  building 
9,000  residental  units — mostly  high- 
rise  condominiums — 4.5  million 
square  feet  of  office  space,  and   1.2 
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When  your  horizons  expand, 
so  snouldyour  carry  on. 


Whether  your  travel  plans  call  for 
London  in  the  morning  or  Los  Angeles  at 
midnight,  if  s  time  you  examined  the  Lark 
expandable  carry-on. 

With  little  effort,  you  can  easily  enlarge 
our  unique  carry-on  by  50  percent.  And 
that  makes  it  the  ideal  travel  companion  for 
those  overnight  business  trips  or  week-long 
conferences. 

Plus,  unlike  some,  the  Lark  carry-on 
continues  to  look  great  long  after  if s  been 


removed  from  the  showroom  floor. 

Thaf  s  because  each  one  is  treated  with 
Dupont  Teflon®  so  it  repels  water  and  stains. 
Each  is  carefully  hand-crafted,  sporting 
all-leather  handles,  and  solid-brass  zippers. 
Best  of  all,  each  carry-on  is  fully  lined. 

When  your  horizons  ex- 
pand,you  need  the  carry- 
on  that  expands  along 
with  them.  The  Lark  -^ 

expandable  Carry-On.       Lu^g^ for  your  expanding  needs™ 


Reverso. 

AHEAD    OF    ITS   TIME   SINCE    1931. 


Pure  Art  Deco  lives  on  in  this 

uncommon  timepiece  which  has  been 

crafted  by  our  watchmakers  for 

more  than  50  years.    the  reversible 

case  is  absolutely  unique.    an 

engraved  monocram  makes  the 

Reverso  a  jewel  of  a  watch,    a 

cherished  collectors  item  since  1931. 
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million  of  retail  space.  Estimated  cost 
at  completion:  $10  billion. 

Notice,  though,  that  Newport  is  ac- 
tually the  vision  of  a  relatively  small- 
scale  builder:  Herbert  Glimcher,  a 
soft-spoken  Ohio  shopping-center  de- 
veloper. Glimcher  says  he  spotted 
Newport's  land  from  the  air.  One  day 
in  1979  he  went  over  in  person  to 
check  it  out. 

"It  looked  like  World  War  III," 
Glimcher  recalls.  "There  were  old 
warehouses,  rail  yards,  packs  of  wild 
dogs  running  around.  Even  so,  I 
thought  this  was  the  best  piece  of  land 
God  ever  made.  It  had  what  Manhat- 
tan didn't:  a  view  of  Manhattan." 

In  1980  Glimcher  bought  his  first 
120  acres,  for  $4  million  from  the  Erie 
Railroad  Co.,  then  followed  with 
smaller  purchases.  But  the  ante  be- 
came too  steep  for  Glimcher.  He 
turned  to  Melvin  and  Herbert  Simon 
for  help.  Later  Manufacturers  Hano- 
ver Bank,  the  lead  lender,  insisted  that 
the  Simons  bring  in  a  major  residen- 
tial developer.  It  suggested  Sam  Le- 
Frak,  developer  of  thousands  of  New 
York  high-rise  residential  units  and 
possessor  of  a  bankroll  considerably 
larger  than  even  the  Simons'. 

Today  Richard  LeFrak,  Sam  Le- 
Frak's  son  and  president  of  the  Lefrak 
Organization,  boasts  that  his  compa- 
ny has  "more  than  $100  million  of  its 
own  money  in  the  project"  and  will  be 
the  leading  partner,  building  most  of 
Newport's  projected  26  million 
square  feet.  Where  does  that  leave  vi- 
sionary Glimcher?  As  a  partner  with 
only  a  modest  stake  remaining  in  the 
project,  he  says,  "I'm  aware  that  some 
of  my  partners  have  tried  to  claim  the 
fame,"  sounding  decidedly  chagrined. 
"But  at  least  I'll  know  I  left  my  mark, 
a  $10  billion  new  city.  No  one  in  this 
country  has  ever  done  that." 

There  are  other,  smaller  players — in 
the  spirit  of  Glimcher — who  have 
found  profitable  plays  of  their  own 
alongside  the  giants.  Most  notable 
among  them,  perhaps,  is  a  self-taught 
developer  named  Michael  Sonnen- 
feldt,  who  was  the  first  to  prove  that 
leading  Manhattan  companies  would 
ship  employees  across  the  Hudson  to 
a  place  like  Jersey  City. 

Sonnenfeldt's  vision  dated  back  to 
1973.  As  office  manager  of  his  in- 
laws' waterfront  warehouse,  Harbor- 
side,  directly  across  the  Hudson  from 
Manhattan's  World  Trade  Center,  he 
took  lunches  sitting  on  one  of  the 
building's  piers,  pondering  the  mas- 
sive building's  future.  A  few  years  lat- 
er, he  wrote  a  graduate  business  thesis 
on  Harborsidc — once  the  Pennsylva- 
nia Railroad's  freight  terminal.  He  lat- 
er concluded  that  it  could  prosper  as 
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an  office  complex. 

In  1982  Sonnenfeldt  teamed  with 
an  outside  investor  and  bought  his  in- 
laws' building  for  $25  million.  Six 
months  later,  they  leased  15%  of  the 
building  to  Bankers  Trust.  Bingo.  Har- 
borside,  and  the  entire  New  Jersey 
waterfront,  had  credibility.  In  1986 
Sonnenfeldt  cashed  out  when  a  pen- 
sion fund  bought  Harborside  for  $127 
million.  For  his  insight,  and  no  cash 
investment,  Sonnenfeldt  earned 
about  $30  million.  There  are  others 
like  him. 

With  last  fall's  stock  market  shock, 
rising  interest  rates  and  fears  of  more 
Wall  Street  layoffs,  there  are  those 
who  fret  that  the  Jersey  waterfront 
will  not  live  up  to  its  potential  or  its 
billing.  First  Jersey  National  Bank 
Chairman  Tom  Stanton,  a  longtime 
lender  in  the  area,  has  become  one  of 

Where  once  wild  dogs 
roamed,  there  are  now 
36,000  condominiums  and 
35  million  square  feet  of 
office  space.  There  are 
roads,  shops,  restaurants. 
And  people,  up  to  10,000  of 
them,  living  and  working 
along  the  Gold  Coast 
waterfront  development, 
with  thousands  more 
to  come. 


the  fretters.  "Some  of  the  things  we 
would  have  done  three  years  ago  we 
might  not  do  now,"  Stanton  says. 
"Oct.  19  has  definitely  had  an  effect 
on  the  residential  market." 

But  developer  Leonard  Stern  has  a 
different  view:  "Before  our  projects 
are  finished,  we'll  run  through  two  or 
three  business  cycles." 

What  will  New  Jersey's  Gold  Coast 
look  like  in  20  years?  Aside  from  be- 
coming densely  populated,  it's  hard  to 
answer  that  question.  Unlike  other 
such  mammoth  developments  as 
southern  California's  Century  City  or 
its  Irvine  Ranch,  each  of  which  is  or 
was  controlled  by  a  single  develop- 
ment team,  the  Jersey  waterfront  is  a 
free-for-all.  Stern,  the  Simons,  LeFrak, 
Imperatore,  Ludwig — each  developer 
has  his  own  plans,  all  requiring  approv- 
al from  a  raft  of  autonomous  federal, 
state  and  municipal  jurisdictions. 

If  the  developers'  individual  proj- 
ects grow  out  to  touch  one  another,  it 
is  impossible  to  say  how  well  they 
will  mesh.  But  whatever  shape  these 
developments  take,  they  will  be  an 
immeasurable  improvement  over  the 
garbage  and  wild-dog  packs  that 
shared  the  Hudson's  west  bank  before 
the  developers  came  along.  ■ 
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:VE  GRAND  HOTELS. 
ONE  GREAT  CARD. 

No  other  hotels  treat  you  in  the  grand  style  that  is 
the  trademark  of  the  Fairmont  Hotels.  Style  that  in- 
cludes luxurious  rooms  and  suites,  award-winning 
restaurants,  famous  entertainers,  uncompromis- 
ing personal  service— and  our  special  President's 
Club  for  business  travellers.  (For  information  on 
how  to  join, call  (800)  322-3550,  extension  800). 

And  with  the  American  Express"Card,  you'll 
get  all  the  benefits  that  come  from  using  the  Card 
rated  best  by  frequent  business  travellers  for  travel 
and  entertainment.  To  guarantee  your  Fairmont 
room  with  the  American  Express  Card,  call  Li 

(800)  527-4727. 

THE  FAIRMONT  HOTELS 


A  FAMILY  OF  GRAND  HOTELS 
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At  Toshiba, we  only 

begin  production  on  a 

copier  once  its  proven 
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One  of  the  many  test  originals 
we  use  to  ensure  quality  copies. 


For  us,  the  only  way  to  ensure  our 
)piers  hold  up  under  ordinary  conditions  is 

>  test  them  under  extraordinary  conditions. 

OurBD-9110, 
>r  instance,  spent 
^veral  months  in  a 
iboratory  before  ever 
^eing  the  inside  of 
i  office. 

We  subjected  it 

>  drop  tests.  Impact 
sts.  And  noise  testa 
ist  to  name  a  few. 

Then  we  ran 
vo  BD-9110s  simul- 
ineously  for  two  weeks.  And  in  the  end, 
ley  successfully  turned  out  more  than  one 
>n,  or  240,000  sheets  of  paper. 
All  without  a  single  misfeed. 
Our  engineers  even  examine  how  dif - 
rent  paper  fibers  influence  performance 

by  running  25 
different  types  of 
paper  through  our 
machines. 

Some  copier 
companies  may 
find  this  kind  of 
testing  a  little 
extreme.  Even 
obsessive. 

We  simply 
see  it  as  one  more 
ep  in  building  reliable  copiers. 

And  reliability  we  think,  is  something 
/ery  office  worker  can  appreciate.  So  is 
srsatility  which  is  why  we  designed  the 
D-9110  with  some  very  useful  features. 


Toshiba  service  and  support. 
Just  (me  more  reliable  feature. 


Like  fully  automatic  duplexing  Zoom 
reduction  and  enlargement  Image  editing. 
A  2500-sheet  feeder.  And  a  speed  of  55 
copies  per  minute. 

Of  course,  our  copiers  aren't  all  we 
subject  to  rigorous  testing.  Our  service  and 
support  people  undergo  one  of  the  most 
difficult  factory-training  programs  in  the 
industry. 

So  call  1-800-443-4668  for  more  infor- 
mation. Or  better  yet,  contact  your  nearest 
Toshiba  copier  dealer  for  a  demonstration. 

That  way  you'll  get  all  the  proof  of  our 
reliability  you  need 

Even  if  you  need  a  ton  of  it 


For  more  information  on  the  full  line  of 
Toshiba  copiers,  mail  this  coupon  to: 
Toshiba  America,  Inc.,  Copier  Products 
Group,  9740  Irvine  Blvd.,  Irvine,  CA 
92718  or  call  1-800-443-4668. 
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Yes,  you  can  still  make  a  buck — you  can  make 
nearly  a  billion  bucks,  for  that  matter — in  the 
teeth  of  the  October  crash.  You  can  even  make 
it  in  the  stock  market. 
Casualties  there  were.  A  total  of  22  individ- 
uals fell  off  The  Forbes  Four  Hundred  (see  "Dropouts," p. 
322)  because  the  value  of  their  stock  went  down.  Many 
others  slipped  further  down  the  list,  but  not  below  our 
$225  million  minimum 

At  the  top  of  the  list,  Sam  Walton  and  his  family  saw 
their  Wal-Mart  stock  drop  by  $  1 .8  billion.  The  lost  value,  if 
it  had  gone  into  one  person's  pocket,  would  have  made 
him  or  her  the  16th-nchest  person  on  our  list.  Carl  Lindner 
lost  his  place  among  our  billionaires  when  his  American 
Financial  Corp.'s  portfolio  slipped  postcrash — taciturn 
Lindner  may  still  be  a  billionaire,  but  what's  visible  of  his 
fortune  makes  us  less  certain  this  year  than  last  that  he 
qualifies  for  ten  digits.  At  the  other  end  of  the  list,  John 
Weinberg,  a  Goldman,  Sachs  partner,  lost  his  place  among 
The  Four  Hundred  altogether — even  an  interest  in  a  top- 
fliftht  Wall  Street  investment  firm  isn't  worth  as  much  as 
it  used  to  be. 

While  some  fell,  others  rose,  and  still  others  were  discov- 
ered. Of  the  52  newcomers  on  the  1988  roster,  about  a  third 
had  dropped  off  the  list  in  prior  years  and  have  resurfaced 
because  their  toi  tunes  have  grown.  At  the  billionaire  level, 
we've  got  7  new  names,  more  than  offsetting  the  4  who 
slipped  below  the  billion  mark  (the  Tisch  brothers,  Milton 
Petrie  and  Lindner)  as  well  as  the  late  Sol  Goldman. 

And  for  some  it  was  a  personal  boom  year.  How  could 
one  make  it  to  $1  billion  in  1988?  Try  being  a  dealmaker. 
Ronald  Perelman  simply  sold  Technicolor  for  $780  mil- 
lion, clearing  over  $600  million  in  profits.  Earlier,  he  took 
National  Health  Laboratories  public  with  a  market  cap  of 
$  1  billion  In  all,  that's  a  gain  tor  lYrelman  of  $700  million 
in  net  worth. 

Sumner  Redstone  did  him  one  better.  Redstone  all  but 
tripled  his  fortune,  adding  nearly  $1  billion  to  his  net 
worth  in  the  takeover  of  publicly  held  Viacom.  Viacom,  of 


course,  is  now  carrying  his  acquisition  debt,  but  the  stock 
market  doesn't  mind. 

It  would  have  been  hard  not  to  make  money  in  certain 
kinds  of  media  companies.  No  price,  it  seems,  is  too  high 
to  pay  for  newspapers  or  cable  tv.  Cable  tv  prices  have 
escalated  into  the  heady  realm  of  $2,700  per  subscription 
in  some  cases,  adding  two  more  billionaires  to  our  list. 
Cable  mogul  Charles  Sammons  (see  box,  p.  144)  has  cable 
properties  that  turn  out  to  be  worth  some  $900  million,  as 
well  as  insurance  interests  worth  a  healthy  chunk.  And 
Donald  Reynolds'  cable  business  has  ensured  his  place  in 
the  top  rank  this  year.  On  the  other  hand,  quite  a  few  tv 
stations  have  lost  value  as  cable  and  independent  stations 
eat  into  the  ratings  of  the  three  big  networks  (and  occa- 
sionally into  one  another's).  Oveta  Culp  Hobby's  stations 
(H  &  C  Communications)  are  a  case  in  point. 

There  are  lower-profile  ways  to  do  well,  most  of  which 
involve  staying  away  from  the  stock  market.  Over  a  fifth 
of  The  Four  Hundred  arrived  through  real  estate  ventures. 
This  year  we  have  87  property  fortunes,  14  more  than  were 
on  the  list  in  1987.  Shopping  malls  alone  account  for  1 1  of 
the  87.  Malls  might  seem  mundane,  but  there's  nothing 
dull  about  the  wealth  they  create.  Billionaires  Edward 
DeBartolo  and  Alfred  Taubman  are  obviously  not  the  only 
ones  who  recognized  the  potential:  Meet  Murray  Good- 
man and  Frank  Pasquenlla  in  our  pages. 

Donald  Trump  hasn't  done  too  badly,  either.  He  modest- 
ly toted  up  assets  for  us  that  amount  to  $3.74  billion,  net  of 
all  debt.  "And  that's  conservative,"  he  declared.  After 
applying  the  appropriate  discount  to  a  Trump  estimate — 
we  threw  out  Trump's  number  and  started  from  scratch — 
we  found  that  while  he  isn't  worth  what  he  says  he's 
worth,  he  is  worth  plenty,  especially  in  Atlantic  City. 
Welcome  to  the  billionaire's  club,  Donald. 

A  number  of  ingenious  entrepreneurs  found  unique 
routes  to  riches.  For  instance,  are  those  duty-free  shops  at 
airports  as  profitable  as  one  guesses?  No,  they  are  far  more 
profitable  than  that.  Charles  Feeney  and  partner  Robert 
Miller  (who  gave  up  his  U.S.   citizenship,   and  is  not, 
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therefore,  included  in  The  Four  Hundred)  have  made 
themselves  billionaires  from  their  stakes  in  Duty  Free 
Shoppers  (see  story,  p.  36).  And  their  associate,  Anthony 
Pilaro,  an  early  investor  in  DFS,  hasn't  done  badly,  either 
(see  listings). 

Meanwhile,  Michigan's  Fred  Meijer  has  built  up  a  $350 
million  fortune  by  adding  another  dimension  to  the  super- 
market: the  European-style  hypermarket,  or  huge  shop- 


ping mecca.  One-fifth  of  the  space  in  his  stores  is  still 
reserved  for  grocery  goods.  But  at  a  Meijer  store  you  can 
pick  up  the  material  to  remodel  your  home,  buy  a  boat, 
choose  your  fall  wardrobe — as  well  as  do  your  weekly  food 
shopping. 

Then  there's  a  whole  other  source  of  wealth  boiling  up. 
Feverish  buying  in  the  art  markets  has  added  instant 
millions — in  some  cases,  tens  of  millions — to  any  number 


^ftowed  ijftoaw  <?vu4wlwe<i 


Ip  you  wanted  an  invitation  to  join  The  Forbes  Four 
Hundred  this  year,  you  did  best  not  to  rely  on  public 
stock  or  a  Wall  Street  career.  With  certain  exceptions, 
high-flying  financiers  and  buyout  artists  were  a  con- 
spicuously humbler  lot  postcrash.  Only  one  of  the  36 
people  who  appear  on  this  year's  Forbes  Four  Hundred 
for  the  first  time  created  his  fortune  in  a  publicly  traded 
company,  even  if  some  who  were  already  on  the  list  did 
pretty  well  in  stocks.  In  this  postcrash  world,  your  best 
bet  was  a  private  company,  preferably  in  real  estate 
development. 

Fourteen  people,  nearly  40%  of  all  the  new  entries, 
owe  their  fortunes  to  real  estate.  The  time-honored 
inflation  hedge  has  been  the  single  most  dependable 
wealth  builder. 

The  new  property  barons  are  a  diverse  lot.  Tom 
Flatley,  an  Irish  immigrant,  lives  quietly  in  a  middle- 
class  Boston  suburb,  taking  $100,000  a  year  in  salary 
while  he  builds  a  diversified  real  estate  empire.  Other 
developers  are  specialized.  Christopher  Hemmeter 
builds  supcrluxury  Hawaiian  resorts  that  would  im- 
press Lifestyles  of  the  Rich  and  Famous'  most  jaded  camera- 
man. Seattle  tycoon  Martin  Selig  builds  nothing  but 
mid-  to  high-rise  office  buildings  nowadays.  While  re- 
tooling the  Seattle  skyline,  Selig  has  amassed  one-third 
of  all  office  space  in  the  city's  downtown  (though  slow- 
er developers  building  in  his  wake  will  soften  Selig's 
grip  a  bit  when  they  finish  their  projects). 

The  two  wealthiest  additions  to  The  Forbes  Four 
Hundred  are,  as  noted,  billionaires  Charles  Sammons 
and  Charles  Fecney.  Sammons,  a  90-year-old  press-shy 
Texan  who  does  one  newspaper  interview  every  15 
years  "for  the  good  of  the  business,"  built  an  insurance, 
banking  and  cable  tv  conglomerate. 

Ten  new  members  got  their  fortunes  the  old-fash- 
ioned way,  through  inheritance.  Nan  Tucker  McEvoy 
inherited  one-third  of  San  Francisco-based  Chronicle 
Publishing,  which  owns  the  vm  Francisco  Chronicle, 


cable  and  broadcast  properties.  Her  mother,  de  Young 
family  matriarch  Phyllis  de  Young  Tucker,  was  the  last 
surviving  child  of  the  paper's  founder. 

Some  fortunes  don't  pass  through  generations  quite 
as  smoothly.  After  years  of  fighting  that  got  downright 
violent,  the  three  Horvitz  brothers  now  find  themselves 
among  The  Four  Hundred.  The  last  piece  of  their  fath- 
er's media  and  real  estate  empire  was  sold  in  a  court- 
ordered  liquidation  this  year.  In  a  truly  bizarre  case, 
Lillian  Goldman,  the  66-year-old  widow  of  New  York 
City  real  estate  dealster  Sol  Goldman  (who  died  a  year 
ago),  is  battling  with  her  four  children  for  more  than  a 
third  of  her  husband's  estate. 

Two  self-made  men  made  the  list  this  year  through 
privately  held  medical  supply  companies.  William 
Cook's  company,  Cook  Group,  Inc.,  makes  catheters  in 
Indiana.  Wallace  Coulter's  Coulter  Counter  is  the 
world's  most  popular  blood  cell  counter.  Then  there's 
David  Geffen,  the  music  business  entrepreneur  who 
built  a  catalog  of  mellow  folk-rock  acts  in  the  late 
Sixties,  then  sold  his  company  for  a  song,  built  a  new 
one  and  has  had,  obviously,  tremendous  success  this 
year.  The  747-on-takeoff  sound  of  rock  bands  like 
Whitesnake  and  Aerosmith  have  made  his  independent 
record  company  very  valuable  indeed. 

Let's  not  forget  our  one  new  member  who  made  his 
own  fortune  through  public  stock  holdings.  Mansfield 
Freeman  joined  insurance  brokerage  C.V.  Starr  &  Co. 
one  year  after  Cornelius  Starr  founded  it  in  1919.  Free- 
man sold  insurance  in  China  until  1940,  then  returned 
to  the  U.S.  He  retired  in  1960.  Since  then  C.V.  Starr  & 
Co.  has  grown  into  worldwide  giant  American  Interna- 
tional Group.  Mansfield  Freeman's  son,  Houghton, 
votes  his  father's  stock,  but  the  old  man  still  holds  on. 
After  patiently  waiting  it  out  these  69  years,  Freeman, 
at  age  93,  has  become  one  of  the  400  richest  people  in 
America. 

All  in  good  time. 


Name 

Net  worth 
ISmil) 

Page 

Charles  F.  Feeney 

$1,300 

164 

Charles  A.  Sammons 

1.300 

164 

Thomas  John  Flatley 

600 

193 

Wallace  Henry  Coulter 

500 

204 

Lillian  Goldman 

400 

220 

Millicent  V.  Baoudjakdji 

375 

181 

David  Whitmire  Hearst  |r 

375 

181 

William  Alfred  Cook 

350 

235 

loseph  Alexander  Hardy 

350 

235 

Nan  Tucker  McEvoy 

350 

232 

Fredcrik  C..H.  Meijer 

350 

232 

Ii  ink  larnos  PaMjuerilla 

350 

234 

Name 

NJet  worth 
(Smil) 

Page 

Anthony  Martin  Pilaro 

$340 

235 

Ian  Woodner 

330 

243 

Austin  Edward  Guirlinger 

325 

244 

Jean  Bernhard  Buttner 

315 

245 

|ohn  Edward  Anderson 

300 

253 

William  Robert  Berkley 

300 

245 

Theodore  Nathan  Lerner 

300 

248 

Arlene  Smith  Kogod 

290 

258 

Charles  E.  Smith 

290 

258 

Robert  H.  Smith 

290 

258 

Charles  C.  Butt 

260 

264 

Harry  Richard  Horvitz 

260 

266 

Name 

Net  worth 
(Smil) 

1'jm 

Leonard  C.  Horvitz 

$260 

266 

William  D.  Horvitz 

260 

266 

George  Leon  Argyros 

250 

267 

Marvin  Maynard  Schwan 

250 

267 

Mansfield  Freeman 

240 

229 

David  Geffen 

240 

270 

Robert  D.  Van  Kampen 

240 

269 

Murray  Henry  Goodman 

230 

272 

Arthur  Edward  Imperatore 

230 

271 

Alfred  Lerner 

230 

272 

Martin  Selig 

230 

272 

Christopher  B.  Hemmeter 

225 

273 
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of  Forbes  Four  Hundred  fortunes:  Art  collections  are  a 
common  pastime  among  the  wealthy.  Auction  prices  are 
becoming,  as  the  kids  say,  awesome.  It  wasn't  just  Van 
Gogh's  Irises,  the  painting  that  brought  in  an  alltime 
record  $53.9  million  at  Sotheby's  last  November.  (A 
little  over  three  years  ago,  another  high-caliber  Van 
Gogh,  Paysage  au  Soleil  Levant,  sold  for  less  than  a  fifth 
that  amount — $9.9  million.)  A  Degas  sculpture  that  sold 


for  $418,000  in  1971,  for  instance,  was  recently  auc- 
tioned off  for  $10  million. 

There  are  now  people — Richard  Manoogian  of  Masco 
Corp.  is  one  of  them  (seep.  398) — who  can  easily  qualify  as 
among  the  richest  people  in  America  on  the  strength  of 
their  art  collections  alone. 

The  billions  are  out  there.  The  ways  of  getting  them  are 
more  numerous  than  ever — and  unpredictable.  ■ 


The  foRTUNES  of  the  very  rich  are  difficult  to  calcu- 
late. Often  it  isn't  even  clear  exactly  who  owns  a  great 
fortune.  It  is  frequently  parked,  at  least  partly,  in  the 
names  of  the  immediate  family  or  concealed  in  private 
investment  companies.  Or,  more  difficult  to  find,  it  is 
held  in  trusts,  where  separate  elements  of  ownership 
(control  of  principal,  receipt  of  income,  power  to  name 
heirs,  etc.)  are  deliberately  spread  among  different  peo- 
ple to  defend  against  inheritance  tax  laws. 

To  arrive  at  coherent  estimates  of  wealth,  Forbes 
adopts  a  number  of  rules: 

•  Blocks  of  publicly  traded  stock  are  priced  at  the  mar- 
ket close  on  Aug.  30.  (The  summary  statistics  do  not 
reflect  late  stock  market  changes  occurring  as  we  went 
to  press.) 

•  Privately  held  companies  are  valued  according  to  esti- 
mated revenues  and  earnings  and  to  prevailing  price/ 
earnings  ratios  for  publicly 
traded  companies  in  similar 
businesses. 

•  When  earnings  aren't 
known  or  are  suspect,  we 
adopt  rule-of-thumb  conven- 
tions. Newspapers,  for  in- 
stance, can  be  valued  at  2  to  4 
times  revenues  or  12  to  20 
times  cash  flow,  less  debt. 
Television  and  radio  sta- 
tions, cable  systems  and 
some  newspapers  are  valued 
for  us  by  authoritative  media 
brokers. 

•  Among  oil  and  gas  producers  we  rarely  go  beyond 
putting  fair  valuation  on  their  reserves,  to  be  conserva- 
tive. Some  oil  and  real  estate  magnates  have  substantial 
assets  not  in  their  own  names,  so  in  one  or  two  cases  wc 
were  forced  to  rely  on  consensus  estimates  of  knowl- 
edgeable peers  These  estimates,  naturally,  are  treated 
cautiously. 

•  In  the  matter  of  trusts  and  other  intrafamily  arrange- 
ments, we  proceed  on  a  case-by-casc  basis,  applying 
common  sense.  Most  trusts  plainly  exist  to  carry  out  a 
normal  pattern  of  inheritance  (to  husbands,  wives  or 
offspring)  and  to  minimize  inheritance  taxes.  We  look 
at  who  controls  the  wealth.  The  trusts  are  generally 
attributed  to  the  person  who  created  the  wealth,  if  still 
alive  and  in  control;  or,  if  that  person  is  not  ahvc,to  the 
principal  controlling  family  member  or  members  (and 

lot  the  family  lawyers). 

Obversely,  spendthrift  trusts,  which  are  meant  to 
keep  control  out  of  the  hands  of  beneficiaries,  are  not 
credited  to  the  beneficiaries;  only  estimated  trust  in- 
come is  counted. 

For  an  example,  consider  the  Getty  family  For  years 


Gordon  Getty,  as  sole  trustee  of  the  major  family  trust, 
made  all  investment  decisions — such  as  selling  Getty 
Oil  to  Texaco — without  any  other  family  members.  He 
also  controlled  distribution  of  trust  income  for  himself, 
one  brother  and  nieces  and  nephews. 

The  principal  was  never  his  to  bet  at  the  track  or 
spend  on  wine,  women  and  song.  But  otherwise  his 
power  was  nearly  absolute,  and  he  already  had  more 
spending  money  than  he  could  use  outside  the  trust.  In 
a  practical  sense  he  differed  little  from  the  outright  heir 
who  chooses  not  to  spend  capital  but  to  responsibly 
manage  a  fortune  for  himself  and  his  family.  We  attrib- 
uted the  fortune  to  him  then.  But  now  the  family  is  in 
the  courts  and  he's  no  longer  acting  as  trustee,  by  court 
decree,  and  so  we  no  longer  do  so.  (He  remains  on  our 
list,  further  down,  based  on  estimated  personal  assets.) 
As  the  Getty  trust  is  broken  up,  other  family  members 

will  acquire  similar  powers 
over  their  portions  and  be 
included. 

Lawyers  sometimes  say  a 
trust  is  "owned"  by  those 
who  ultimately  will  receive 
the  principal — here,  the  next 
generation  of  the  Getty  fam- 
ily. But,  in  fact,  the  next  gen- 
eration has  no  power  to 
spend  or  invest  principal  or 
to  disburse  income  to 
themselves.  It  is  difficult  to 
take  such  "ownership"  seri- 
ously— if  Gordon  Getty  had 
a  child  still  in  diapers,  the  infant  would,  according  to 
the  lawyers,  be  counted  as  one  of  the  richest  people 
in  America.  A  controlling  person's  powers  may  be 
weakened  by  the  limitations  of  a  trust.  But  every 
other  party's  claim  to  present  "ownership"  is  far 
weaker  still. 

Irrevocable  charitable  trusts  and  foundations  are  not 
counted  as  personal  wealth  at  all. 

Wealth  in  the  names  of  spouses  and  other  immediate 
family  members  is  sometimes  assigned  to  the  principal 
family  member,  especially  where  ties  are  close.  Where  a 
member's  shares  are  sufficient  to  entitle  him  or  her  to  a 
place  among  the  richest  people  in  America,  we  general- 
ly list  him  or  her  separately.  A  prime  exception  is  the 
case  of  Sam  Walton,  who  set  up  a  family  holding  com- 
pany for  himself  and  his  four  children  when  he  started 
Wal-Mart.  Each  Walton  technically  holds  a  20%  inter- 
est, but  there  can  be  little  doubt  who  really  controls  the 
fortune.  So  we  list  one  Walton  billionaire,  the  founder, 
rather  than  five  individuals.  This  practice  is,  of  course, 
not  followed  where  family  members  have  gone  their 
separate  ways. 
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Just  use  Visa  Gold  and  your 
purchase  could  be  on  us. 


Whether  you're  treating  yourself  to  a  breathtaking  sail  on  the  Caribbean  or  an 
incredible  pair  of  Italian  shoes,  if  you  use  Visa*  Gold,  it  just  may  end  up  being  our  treat. 

Because  when  you  make  a  purchase  with  Visa  Gold  between  October  1  and 
December  31,  there's  a  chance  Visa  will  pick  up  the  bill.  That's  a  treat  American  Express 
doesn't  offer.  And  you  could  win  even  more.  Because  if  you  use  Visa  Gold  during  the  first 
seven  days  of  October,  November  or  December,  your  entire  previous  month's  Visa  Gold 
balance  could  be  free!  All  in  all  there  are  over  $1  million  in  prizes  to  be  given  away. 

So  remember,  choose  Visa  Gold  for  your  next  purchase  and  it  could  be  on  us. 
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*Jam  Kyftoove    Walton 

Wal-Mart  Stores.  Bentonville,  Ark. 
70.  Married,  4  children.  Born  in 
Kingfisher,  Okla.,  worked  to  help 
support  family  during  Depression 
(delivered  papers,  milked  cows). 
Studied  economics  at  U.  of  Mo. 
1940.  Began  at  J.C.  Penney  for 
$85/month;  stateside  MP  WWII. 
Opened  Ben  Franklin  store,  New- 
port, Ark.,  1945  with  money  saved 
in  Army;  lost  lease  5  years  later; 
started  over  in  Bentonville  with 
brother  James  L.  (which  see).  Tried  to 
interest  Ben  Franklin  executives  in 


Franceur/Gamma -Liaison 


Sam  Moore  Walton 


discount  store  concept:  weren't  in- 
terested. Opened  first  Wal-Mart  in 
Rogers,  Ark.  1962.  Went  public 
1970,  expanded  enormously.  Now 
1,200  Wal-Mart  stores,  $15.9  bil- 
lion sales,  third-largest  retailer  in 
U.S.  "Anyone  can  do  what  we've 
done,  because  I'm  not  that  smart." 
Sam's  work  ethic:  "TGIM — Thank 
Goodness  It's  Monday."  No  longer 
ceo,  but  travels  weekly  to  stores, 
pilots  own  small  plane;  financial 
incentives,  corporate  cheers  moti- 
vate employees.  Opened  first  of 
three  Hypermart  US  As  1987;  each 
the  size  of  5  football  fields.  His  40% 
Wal-Mart  (with  children),  banks, 
etc.  worth  $6.7  billion.  Detests 
richest-American  tag:  "It's  just  pa- 
per— all  I  own  is  a  pickup  truck  and 
a  little  Wal-Mart  stock." 


Metromedia  Co.  Charlottesville, 
Va.,  NYC.  75.  Twice  divorced,  re- 
married; 3  children.  German-born 
(klug  is  German  for  "clever"),  fam- 
ily arrived  Detroit  1922.  Scholar- 
ship to  Columbia,  got  economics 
degree.  After  WWII  (Army  intelli- 
gence) bought  Maryland  radio  sta- 
tion. Took  control  of  Metropolitan 
Broadcasting  with  partners  1959; 
parlayed  into  Metromedia.  In  cele- 
brated 1984  buyout,  liquidation  of 
Metromedia  assets  (tv  and  radio 
stations,  billboards,  Harlem  Globe- 
trotters, cellular  telephone,  etc.)  re- 
alized 2.5  times  ($4.65  billion  be- 
fore taxes,  debt)  what  shareholders 
got.  Converted  to  Catholicism  be- 


fore marrying  magazine  model  Pa- 
tricia Rose  Gay,  1981.  With  $2.5 
billion  cash  hoard,  started  comput- 
erized billboard  painting  company, 
hiked  Orion  Pictures  stake  to  al- 
most 70%,  bought  14%  Advanced 
Telecommunications.  Bought  $500 
million  (sales)  Ponderosa  steak 
house  chain  last  February:  "If 
things  get  worse,  we've  always  got 
a  place  to  eat."  Pledged  $100  mil- 
lion to  $1  billion  fund  for  "friendly 
LBOs"  with  partners  Stuart  Subot- 
nick,  Jack  Perkowski.  Still  has  cel- 
lular telephone  interests  NYC, 
Phila.;  long-distance  phone  service. 
Gave    $25    million    to    Columbia 


Kol.cn  I'lullips 


John  Werner  Kluge 
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1987.  Net  worth  $3.2  billion. 
"There  are  many  opportunities — 
it's  awesome." 


Electronic  Data  Systems.  Dallas. 
58.  Married;  4  daughters,  1  son.  Af- 
ter Naval  Academy,  IBM  sales  job, 


Brun  Snule/Onyx 


Ik'tm  Ross  Perot 


founded  data  processor  Electronic 
Data  Systems  1962  with  $1,000  of 
wife's  savings.  "My  wife  still  wants 
to  know  why  everything's  in  both 
our  names."  His  EDS  stock  rose  to 
$1  billion  market  value  1968;  lost 
$600  million  in  1969  stock  crash. 
Failed  effort  to  revive  2  Wall  Street 
firms  1970-73:  "I  was  trying  to  farm 
when  there  was  no  rain."  Rescued  2 
EDS  employees  from  Iranian  prison 
1979,  big  backer  hostage  rescue  op- 
erations Lebanon,  Iran:  "The 
choice  of  first  resort  for  covert  oper- 
ations. He  got  things  done  quickly, 
unlike  the  CIA."  Sold  EDS  to  Gen- 
eral Motors  1984;  his  share:  $991 
million,  plus  GM  preferred  stock. 
GM  bought  out  "Pesky"  Perot  for 
$700  million  1986.  Has  $20  million 
in  Steve  Jobs'  NExT,  Inc.  computer 
firm;  owns  Petrus  Oil  &  Gas.  Day 
after  noncompete  agreement  with 
GM  expired  in  1988  formed  EDS- 
hke  Perot  Systems.  First  proposal: 
computerize,  streamline  U.S.  Post- 
al Service;  contract  derailed  by  GM 
and  Planning  Research  Corp.  on  ap- 
peal. Perot:  "GM  tried  to  stop  it.  It's 
the  American  way."  Real  estate, 
liquid  assets,  other  investments 
worth  about  $3  billion:  "Whatever 
Malcolm  says." 


z/jonald  G)dtua&d' \AewnouAe 

Brothers.  Publishing,  cable  tv.  Fa- 
ther Samuel  born  to  Eastern  Euro- 
pean immigrants;  at  16  ran  Ba- 
yonne  (N.J.)  Times.  Took  over  ailing 
Staten  Island  Advance  1922.  Fanatic 
cost-cutter;  working  out  of  brief- 
case, built  nation's  largest-circula- 
tion privately  held  newspaper 
chain.  Ran  business  with  3  broth- 
ers; 2  sons  tagged  along  on  rounds. 
Legend  says  wife  inspired  1959  pur- 
chase of  magazine  publisher  Conde 
Nast:  "She  asked  for  a  fashion  mag- 
azine and  I  went  out  and  got  her 
Vogue."  Death  in  1979  brought  still 
unsettled  estate  tax  case  (IRS  wants 
$914  million,  brothers  offer  $47 
million).  Si:  NYC.  60.  Divorced,  re- 
married; 3  children.  Chairman,  su- 
pervises magazines  (total  circ.  30 
million,  including  New  Yorker, 
Gourmet,  Vanity  Fair,  Parade),  also 
Random  House.  Workday  starts  at 
4  a.m.  Son  Samuel  III  J 'erses'  Journal 


Samuel  lnim>  NewboUSeJr. 


publisher.  Donald:  NYC.  59.  Mar- 
ried, 3  children.  Advance  president, 
runs  22  newspapers  (total  circ.  over 
3  million),  including  Newark  Star- 
Ledger,  Portland  Oregonian,  New 
Orleans  Times-Picayune;  cable  tv 
(over  850,000  subscribers).  Son  Ste- 
ven, Jersey  Journal  editor.  Brothers 
low  profile  Allowing  for  potential 
tax  liability,  possible  debt,  share 
publishing  empire  still  worth  esti- 
mated $5.2  billion. 


Industrialist,  venture  capitalist. 
Pittsburgh.  69.  Married,  4  children. 
Cool-headed  son  of  fiery  coal-steel- 


Lynn  JohnsorVBlack  Scar 


Donald  Edward  Newhouse 


Henry  Lea  Hillman 


gas  magnate  John  Hartwell  Hill- 
man  Jr.,  who  nipped  at  Mellon 
heels,  built  Pittsburgh  Coke  & 
Chemical,  Texas  Gas  Transmis- 
sion, etc.  Henry  joined  business 
1946,  took  over  after  father's  death 
1959  Sold  off  smokestack  assets, 
diversified  into  real  estate,  light  in- 
dustrials; holdings  estimated  $300 
million  1969.  Science/technology 
follower:  invested  in  Silicon  Valley 
early  1970s  via  venture  capital 
funds,  later  on  own.  Also  backed 
LBO  shops,  including  Kohlberg 
Kravis  Roberts  &  Co.  (which  see); 
later  pulled  off  his  own:  Copeland 
Corp.  Recent  investments:  Cytel 
Corp.,  fledgling  Calif,  biotechnolo- 
gy firm;  1,400-acre  Pacific  resort. 
Director  GE,  Chemical  Bank.  Pri- 
vate.  Wife  Elsie  chairs  Bush   Pa. 
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Time,  the  eternal  dilemma. 


Perhaps  not. 

At  Audemars  Piguet,  we  view  time  as 
uniquely  personal;  never  more  so  than  in 
the  choice  of  a  watch. 

Look  closely  at  the  three  pictured  watches; 
each  handmade  and  therefore,  limited;  each 
Swiss;  and  each  with  a  totally  different  ap- 
proach to  time. 

To  the  left,  understated  time;  the  classic 
strap  watch  in  18K  gold  with  automatic 
movement,  calendar,  and  sweep  second 
hand. 

Next,. endless  time;  the  Perpetual  Calen- 
dar in  18K  gold  with  automatic  movement 
that  indicates  the  date,  the  day,  the  month, 
and  the  phases  of  the  moon. 


Finally,  measured  time;  the  Chronograph 
in  18K  gold  with  deployment  buckle  and 
automatic  movement  that  measures  time  in 
split-seconds,  seconds,  minutes  and  hours. 

But  perhaps  by  solving  the  dilemma  of 
time,  Audemars  Piguet  has  only  managed 
to  create  another: 

The  dilemma  of  choice. 


MeiaisHguet 

The  most  exclusive  watch 


Found  only  at  the  most  exclusive  jewelers. 
For  catalog,  send  $  5  to  Audemars  Piguet,  350  Fifth  Avenue.  NYC  101 18 
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The  Pyonjong  Bronze  Bell  Chimes 
are  a  set  of  sixteen  finely-tuned  and 
crafted  bronze  bells.  They  hang  on  a 
wooden  frame  decorated  with  a 
carved  Chinese  phoenix  and  dragon. 
The  chimes  arc  arranged  in  chromatic 
order,  in  two  rows,  and  are  rung  using 
a  special  bone  stick  called  (he 
Gaktoe.  The  Pyonjong  Bronze  Bell 
Chimes  have  a  sharp  and  magnificent 
tone,  and  were  used  as  an  instrument 
to  play  ritual  music  in  the  royal  court 
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Harmony  —  The  Essence  of 
Samsung's  Innovative  Spirit 


i  the  past,  Korean  musicians  brought  harmony  to  their  craft  by  creat- 
:he  Pyonjong  Chimes.  Only  a  Master  could  blend  the  Chimes'  16 
|ue  tones  into  one  resonant  voice.  That  voice  brought  people  together 
enriched  their  lives. 

)day,  Samsung  carries  on  that  spirit  of  harmony.  The  26  unique 
panies,  that  comprise  the  Samsung  Group,  are  blending  their  creative 
its  to  develop  technology  that  brings  people  together  and  enriches 
:  lives. 

ver  the  past  50  years,  our  customers  have  come  to  trust  the  creative 
it  at  Samsung.  We  will  keep  that  trust  by  bringing  together  resources 
simplifying  technology  to  bring  harmony  to  people's  lives. 

nbrace  the  future.  Experience  the  harmony  of  Samsung. 


SAMSUNG 

CPOBox  1144  Seoul.  Korea 

Tel   751-2114  Telex  STARS  K23G57/K23302/K23I69 

Cable  Address  STARS  SEOUL 


I  Business  Lines  of  the  Samsung  Group 


•  Samsung  Co  ,  Ud 

•  Che.i  Sugar  &  Co  .  Ltd 

■  Cneii  Wool  Textile  Co .  Ltd 

•  Cneii  Synthetic  Text  ties  Co    Ud 

•  Cnon|u  Paper  Manufacturing  Co  .  Ltd 

•  Joong-ang  Development  Co    Lid 

•  Samsung  £ieciron.cs  Co    Lid 

•  Samsung  Electron  Dev-ces  Co    LW 

•  Samsung  Elect  >>  Mechanics  Co  .  Lid 

•  Samsung  Coming  Co    Lid 

•  Samsung  Semiconouctor  & 
Tetecommun. cations  Co  ,  Ltd 

•  Samsung  Aerospace  Industries  Lid 

•  Samsung  Watch  Co  .  Ltd 

•  Samsung  Petrochemical  Co..  Ltd) 

•  Samsung  Construction  Co .  Ltd 


•  Samsung  Shipbuildings 
Heavy  industries  Co    LW 

■  Korea  Engineering  Co    Ltd 

•  Oongbang  Li'e  insurance  Co .  Lid 

•  Ankuk  Fire  &  Ma'<ne  insurance  Co  .  Ltd 

■  Shmsegae  Department  Str/e  Co    Ud 

•  Mote)  Shtlta  Co  .  Ud 

•  The  Joong-ang  Oairy  News 

•  Samsung  Medcal  Systems  Co,  Ud 

•  Samsung  Hewieft-Packa'd 

•  Samsung  Data  Syttam  Co  .  Ud 

•  Koryo  Genera'  Hosp-ta' 

•  Samsung  Winners  CarO  Co  .  Ud 

•  Samsung  General  Chem-eats  Co  .  Ud 

•  Samsung  L*>ns  Co  .  Ud 

•  Samsung  Foundation  of  At  A  Culture 
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campaign;  children  not  in  business. 
Assets,  investments,  believed  to 
exceed  $2.5  billion. 


Inheritance,  industrialist.  Wil- 
mette,  111.  63.  Married;  7  children,  3 
in  business.  Father  renowned  Chi- 
cago financier  Henry  Crown,  92, 
built  empire  on  small   sand-and- 


John  Madcre 


Lester  Cmwn 


gravel  firm,  Material  Service  Corp., 
1919.  Merged  with  General  Dy- 
namics 1959  for  stock,  now  22% 
stake.  Amassed  real  estate,  incl. 
Empire  State  Building;  sold  reluc- 
tantly 1961  for  estimated  $31  mil- 
lion profit.  Brother  Irving  (d.  1987) 
"the  operating  man,"  Henry  "the 
conceptual  man."  Mantle  passed  to 
Harvard  M.B.A.  son  Lester:  "There 
has  to  be  a  yes-or-no  person."  Ir- 
ving's  son-in-law  Charles  (Corky) 
Goodman,  54,  acts  as  right  hand. 
Lester  on  GD  board,  high-level  se- 
curity clearance  upheld  despite 
1972  bribery  scandal.  Real  estate 
partnership  with  Tishman-Speyer 
codeveloped  nearly  S  million  sq.  ft. 
Chicago  alone.  Son  James,  34,  also 
GD  board  member  With  real  es- 
tate, stock  (incl.  Chicago  Pacific, 
American  Shipbuilding),  family  in- 
terest in  New  York  (baseball)  Yan- 
kees, Chicago  (basketball)  Bulls, 
Lester  controls  family  fortune  of  at 
least  $2.3  billion,  wants  off  Forbes 
Four  Hundred.  On  estimate:  "The 
information  cannot  come  through 
any  reliable  source.  Unless  you 
have  a  mole  someplace." 
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Sisters.  Inheritance.  Daughters  of 
James  Middleton  Cox,  country 
schoolteacher,  reporter  who  bought 
Ohio's  Dayton  Daily  News  1898  for 
$26,000;  staunch  Democratic  re- 
former thrice  elected  governor  of 
Ohio;  failed  presidential  bid  1920 
(FDR  running  mate).  Returned  to 
media,  bought  Atlanta  Journal  & 
Constitution  1939;  d.  1957.  Son 
James  Jr.  diversified  into  broadcast- 
ing, cable;  antitrust  forced  spinoff 
1964  of  Cox  Communications;  d. 
1974.  Cox  Enterprises  now  19  daily 
newspapers,  9  weeklies,  8  tv  sta- 
tions, 12  radio  stations,  1  monthly 
magazine,  1.45  million  cable  sub- 
scribers, Telerep  (top  billing  tv  rep 
firm),  auto  auctions,  cattle  ranches, 
trucking  company,  paper  mill  in- 
terest. Owned  98%  by  his  sisters. 
Anne:  Atlanta.  68.  Divorced,  3  chil- 
dren. Civic-minded,  crack  shot,  so- 
cialite, named  ambassador  to  Bel- 
gium by  friend  Jimmy  Carter.  "I 
really  am  basically  a  peasant."  Bar- 
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bara:  Honolulu,  65.  Divorced,  wid- 
owed, remarried;  2  children. 
Ranches  in  Hawaii,  Texas,  Austra- 
lia. Third  husband  Garner  Antho- 
ny, 59,  ran  company  1 7  years,  com- 
pleted $1.3  billion  buyout/merger 
Cox  Communications  1985.  Son 
James  C.  Kennedy,  40,  succeeded  as 
chairman  1988.  "Let's  just  say  I'm 
glad  we're  not  in  steel."  Both  wom- 
en directors  on  board,  Anne  chair- 
man of  Atlanta  newspapers,  Barba- 
ra chairman  Dayton  newspapers; 
Jointly,  sisters  believed  worth  at 
least  $4.5  billion. 


Brothers.  Financiers.  Progenitor 
Nicholas  Pritzker  left  Kiev  for  Chi- 
cago    1881;    formed    Pritzker    & 


Kevin  Horan/Picture  Group 


Jay  and  Robert  Pritzker 


Pritzker  law  firm  1902.  3  sons  be- 
came partners.  Son  Abram  (A.N.) 
left  to  pursue  business  1936;  be- 
came Chicago  legend:  "I  copied  the 
Rothschilds";  d.  1986.  A.N.'s  sons 
added  vast  holdings.  Family  head, 
Jay:  66.  Married,  4  children.  Like 
father,  studied  law,  then  business 
career.  Loves  dealmaking  but  not 
risk.  With  brother  Donald  (d.  1972) 
built  Hyatt  Hotel  Chain  (sales: 
$2.33  billion)  starting  with  friend's 
dare  1957.  Now  run  by  Jay's  son 
Thomas,  38,  leader  of  rising  genera- 
tion. Robert:  62.  The  family  engi- 
neer. Divorced,  remarried;  5  chil- 
dren. Runs  some  60  private  compa- 
nies through  Marmon  group  (1987 
sales:  $3.24  billion).  "When  you've 
got  this  much  money,  you've  got  to 
do  something  with  it."  Recent 
deals:  acquired  a  7.2%  stake  m 
competitor  Ramada  Inc.,  then 
made  bid  for  rest.  Sold  68%  of  ail- 
ing Braniff  after  4l/i-year  turn- 
around attempt.  Expanding  hotel 
and  resort  developments.  Fortune 
easily  exceeds  $4.4  billion. 


Stock  market.  Omaha.  58.  Married, 
3  children.  Son  of  stockbroker; 
"Fireball"  bought  first  books  on 
stock  market  at  age  8;  stocks,  age 
1 1 .  Attended  Columbia  Univ. 
School  of  Business;  star  pupil,  disci- 
ple of  market  guru  Benjamin  Gra- 
ham; apprenticed  at  Graham's  in- 
vestment co.  1954.  Formed  own  in- 
vestment co.  1956;  dissolved  in 
1969  after  30-fold  growth,  no  down 
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years.  Bought  Berkshire  Hathaway 
textile  mill  1965,  diversified  profit- 
ably (22%  compound  growth);  shut 
down  unprofitable  textile  co.  1985. 
Core  of  B-H  called  "The  Sainted 
Seven":  Buffalo  News,  Nebraska  Fur- 
niture Mart;  See's  Candies;  Fech- 
heimer  Brothers  (a  uniform  manu- 
facturer-distributor); Campbell- 
Hausfeld  (a  diversified  mfg.  co.); 
Kirby  vacuum  cleaners;  'World Book: 
1987  sales  $2.3  billion.  B-H  also  has 


Kenneth  Jarecke' Contact  Press  Images 


Warren  Edward  Buffett 


stake  in  Capital  Cities/ ABC,  Wash- 
ington Post,  Gillette.  Likens  hunt 
for  acquisitions  to  "bagging  rare 
and  fast-moving  elephants."  Annu- 
al reports  known  for  bons  mots,  pop- 
ular reading  on  Wall  St.  Appeared 
in  ABC  soap  Loving  episode  as  bar- 
tender; likes  McDonald's,  Cherry 
Coke,  bridge;  hates  parties.  His  B-H 
stock,  other  holdings  worth  over 
$2.2  billion.  "It's  just  not  necessary 
to  do  extraordinary  things  to  pro- 
duce extraordinary  results." 


zDavid zs ac/cofd 

Hewlett-Packard.  Los  Altos  Hills, 
Calif.  76.  Widowed;  1  son,  3  daugh- 
ters. Stanford  scholar-athlete:  Phi 
Beta  Kappa,  football,  basketball, 
track.  Worked  in  General  Electric 
Co.'s  vacuum  tube  division  1936- 
38.  Founded  Hewlett-Packard  Co. 
1939  in  Palo  Alto,  Calif,  garage 
with  $538  and  Stanford  buddy  Wil- 
liam Hewlett  (which  see).  Early 
products:  automatic  urinal  flusher, 
bowling  alley  foul-line  indicator; 
wives  worked  to  support  them.  In- 
vented revolutionary  audio  oscilla- 
tor; sold  first  one  to  Disney  to  make 
ground  breaker  Fantasia.  H-P  now 
international  manufacturer  elec- 
tronic measurement  devices,  com- 
puter products;  over  $8  billion  sales 
(1987).    Nixon's   Deputy   Defense 


Doug  Menuez/Pioure  Group 


David  Packard 


Secretary  1969-71,  chaired  Rea- 
gan's Blue  Ribbon  Commission  on 
Defense  Management  1985-86. 
Very  active,  generous  to  children's 
charities.  Packard's  remaining  16% 
of  H-P  stock  worth  over  $2  billion. 
Announced  April  will  give  bulk  of 
fortune  to  David  and  Lucile  Pack- 
ard Foundation,  making  it  one  of 
nation's  wealthiest.  "We  decided 
early  on  this  was  what  we  wanted 
and  we  worked  25  years  to  get  to 
the  point  where  we  can  do  it." 


zZs&na/d \£e^ou  crown, 

Real  estate.  Newport  Beach,  Calif. 
56.  Twice  divorced,  3  children. 
Hollywood  rich  kid:  dad  was  late 


John  Harding 


Donald  Leroy  Bren 


movie  producer  Milton  Bren,  step- 
mother actress  Claire  Trevor;  grew 
up  Beverly  Hills.  Attended  U.  of 
Wash,  on  skiing  scholarship;  lost 
Olympics  bid  1956.  After  Marines, 
borrowed  $100,000  to  build  first 
home  1958;  sold  his  homebuilder 
Bren  Co.  to  International  Paper  for 
$34  million  1970  (bought  it  back 
1972  for  reported  $22  million).  Big 
move  1977:  with  Al  Taubman,  Milt 
Petrie,  Max  Fisher,  Herb  Allen  (all 
of  which  see),  others,  bought  Irvine 
Ranch  for  $337  million.  Too  many 
cooks  in  the  kitchen:  after  squab- 
bles with  Taubman  ("Each  of  their 
egos  could  fill  the  room"),  bought 
out  most  partners  1983  for  $518 
million;  still  battling  litigious  Joan 
Irvine  Smith  in  Mich,  court  over 
buyout  price.  Bren  now  owns 
64,000  Orange  County  acres,  one- 
sixth  of  county.  Republican  mon- 
eybags; attended  New  Orleans  con- 
vention 1988.  "I  want  to  stay  out  of 
the  spotlight  any  way  I  can."  Worth 
estimated  at  least  $1.85  billion. 


S$do//m  SaUved' \Jaulvmcm 

Real  estate.  Bloomfield  Hills,  Mich; 
64.  Divorced,  remarried;  3  children. 
Father  Phil  was  Detroit  custom 


Anthony  Savignano/Ron 

Galella 

Adolph  Alfred  Taubman 


home  builder.  Schoolboy  Adolph 
overcame  dyslexia,  slight  stutter. 
In  1950,  at  25,  U.  of  Mich,  dropout 
started  construction  firm  with 
$5,000  loan;  built  first  mall  1953, 
other  strips.  Developed  large  re- 
gional malls  1960s;  high  rents, 
tough  leases:  "If  they  don't  like  it, 
they  don't  have  to  rent  with  us." 
Controls  20  posh  regional  centers, 
24  million  sq.  ft.  Led  Irvine  ranch 
buyout  1977;  pocketed  $150  mil- 
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A  MACHINE  THAT'S  GEARED  FOR  SUCCESS. 
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C  WS8  XEROX  CORPORATION 
XEROX'  and  THE  FINANCIAL  MACHINE  ' 
are  marks  of  XEROX  CORPORATION 
In  California.  Xerox  Financial  Life  Insurance  Company. 
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THE  XEROX  FINANCIAL  MACHINE. 


If  you're  striving  to  reach  new  heights,  there's 
a  machine  that  can  help  get  you  where  you're 
going. 

It's  Xerox  Financial  Services;  a  network  of 
component  companies  designed  to  help  further 
your  financial  future. 

Furman  Selz  excels  in  institutional  brokerage, 
research  and  investment  banking.  There's  insur- 
ance for  your  business,  home  and  auto  from 
Crum  and  Forster.  Mutual  funds,  unit  trusts, 
asset  management  and  capital  markets  from 
Van  Kampen  Merritt.  A  new  generation  of  life 
insurance  and  annuities  from  Xerox  Financial 
Services  Life*  And  the  ability  to  lease  anything 


from  your  fine  office  furnishings  to  a  Xerox 
document  processor  through  Xerox  Credit 
Corporation. 

They're  all  part  of  Xerox  Financial  Sen  ices; 
a  select  group  of  financial  companies  'working 
together  to  help  you  succeed  in  just  one  thing. 

Everything. 

XEROX 

FINANCIAL  SERVICES 

THE  FINANCIAL  MACHINE 
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lion  when  sold  1983.  White  knight 
for  Sotheby's  1983,  took  public 
1988;  "Big  Al"  pocketed  $47  mil- 
lion, kept  56%.  Mid-1980s  depart- 
ment store  binge:  bought  Wood- 
ward &  Lothrop  1984  for  $227  mil- 
lion, Philadelphia's  Wanamaker 
chain  for  $174  million,  1986  (both 
now  up  for  sale).  Mortgaged  out 
$650  million  on  half  of  his  mall 
equity  1985.  Prowling  with  cash: 
aborted  run  at  Pulitzer  Publishing 
1986.  Also  owns  A&W  Restau- 
rants, 5%  Macy's,  etc.  Worth  at 
least  $1.85  billion.  Associate: 
"Really,  he's  a  kind  of  God-figure." 


Real  estate.  NYC  and  Greenwich, 
Conn.  78.  Divorced,  remarried; 
childless.  Son  of  NYC  dry  goods 
salesman;  Harry  born  1909,  raised 
in  the  Bronx.  Took  only  college- 
level  real  estate  courses,  others  "a 
waste  of  time";  at  23,  worked  as 
office  boy  for  $12/week  at  NYC  real 
estate  firm.  Paid  $1,000  for  first 
building  1936:  "I've  always  wanted 
to  be  the  biggest  real  estate  man  to 
come  down  the  pike."  Biggest  in 
NYC  anyway:  Helmsley-Spear,  Inc. 
today  controls  over  50  million  sq. 
ft.  commercial  space,  50,000  apts., 
13,000  hotel  rooms  nationwide. 
Pioneered  syndication  with  Larry 
Wien  (which  see);  owns  piece  Empire 
State  Building.  Harry  divorced  wife 
of  33  years,  married  thrice-divorced 
Leona  (erstwhile  Chesterfield  ciga- 
rette girl)  1972;  Leona  now 
"Queen"  of  Harry's  hotels  (includ- 
ing NYC  Helmsley  Palace).  Leona: 
"Every  moming  I  get  up  and  turn  to 
Harry  and  say,  'Today  is  a  good  day 
because  I'm  with  you.'  "  Harry:  "It 
was  her  love  of  life  that  appealed  to 
me."  Together,  the  pair  was  indict- 
ed tor  tax  evasion  in  1988  for  billing 
personal  expenses  to  hotels;  Leona 


Ted  Kjyplcr  >»ynu 


Harr\-  lirakttuirm  Helmsley' 


indicted  separately  for  extortion. 
Helmsley  lawyers:  "They've  paid 
more  taxes  than  practically  any 
other  individuals  in  this  country." 
Harry's  estimated  real  estate  equity 
at  least  $1.7  billion. 


/VUPMjim  ata&e/dzDt 


aim 


Oil,  real  estate,  entertainment. 
Beverly  Hills,  Denver.  63.  Married, 
5  children.  Father  Jack,  British-bom 
boxer,  wove  fortune  in  NYC's  gar- 
ment district;  began  wildcatting 
1940s.  Marvin  went  to  NYU,  joined 
dad      1947;       "Mr.      Wildcatter" 


a  SmeaHton  GiJelb 


Martin  Harold Datis 


scooped  up  cheap  oil  leases  in 
Rockies.  Marvin's  guru:  legendary 
H.L.  Hunt  ("Son,  the  guy  that  drills 
the  most  has  the  chance  of  coming 
up  with  the  most").  Marv  came  up 
with  $630  million  selling  some  oil 
properties  to  Hiram  Walker  1981; 
bought  20th  Century  Fox  with 
Marc  Rich  (uhich  see).  Bought  out 
Rich,  sold  Fox  in  stages  to  Rupert 
Murdoch  (which  see);  kept  prime  re- 
sorts Pebble  Beach  Co.,  Aspen  Ski- 
ing Co.,  $350  million  profit.  Bought 
Beverly  Hills  Hotel  from  Ivan 
Boesky  for  $135  million  1986; 
flipped  to  Sultan  of  Brunei  1987  for 
$200  million.  "Marvin  will  get 
your  last  nickel."  Bought  2%  Lori- 
mar,  looked  at  Dallas  (football) 
Cowboys  1988.  Hollywood  party 
animal:  "I  love  this  stuff,  the  people 
and  the  glamour."  Nourishing  his 
300  lbs.  with  imported  NYC  Carne- 
gie Deli  pastrami,  cheesecake; 
building  Beverly  Hills  version  with 
owner  Leo  Steiner.  Sitting  on  $1 
billion  in  cash;  oil,  real  estate,  etc. 
make  total  at  least  $1.6  billion. 
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Oil,  investments.  Fort  Worth.  40. 
Married,  2  children.  Third  son  of 
oilman  Perry  Richardson  Bass,  who 
expanded  oil  holdings  inherited 
from  tycoon  uncle  Sid  Richardson 
(d.  1951).  Perry  retired  1968,  left 
family  empire  to  sons.  Eldest,  Sid 
(which  see;  also  Lee,  Edward),  steered 
investments  out  of  oil  into  stocks 
(Disney,  Texaco,  etc.),  real  estate. 
Robert,  feeling  overshadowed  by 
brother  (both  Andover,  Yale,  Stan- 
ford business  grads),  formed  Robert 
M.  Bass  Group  1983,  moved  one 
floor  down  in  Bass-built  Fort  Worth 
office  tower.  Sold  most  of  Disney 
stake;  shrewd  investments  since  in 
media  (Taft  Broadcasting,  three  ca- 
ble tv  plays),  real  estate  (Westin 
Hotels,  much  commercial  proper- 
ty), gung-ho  on  information  age 
(bought  Bell  &  Howell,  bid  for  Mac- 
millan),  buying  into  biggest  of  all 
S&L  buyouts,  American  S&L  As- 
soc, of  Calif.  Avoids  press,  but  ru- 
mored political  ambitions  may 
change  that:   joined  fight  against 


Robert  Muse  Bass 


unsightly  Fort  Worth  freeway  1984, 
paid  $2  million  for  U.S.  Grant's 
Georgetown  home  1985.  Drives  a 
Volvo,  owns  a  dealership.  Own  in- 
vestment gains  to  date  believed  to 
exceed  his  share  of  family  fortune, 
total  worth  at  least  $1.6  billion. 
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Carnival  Cruise  Lines.  Miami 
Beach.  64.  Divorced,  remarried;  2 
children  by  first  marriage,  1  adopt- 
ed in  second.  Palestine-bom  son  of 
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A  message  from  John  V.  Roach 

Global  competitiveness  in 
an  age  of  technology  begins 
in  the  classroom 


*  <»  * 


Chairman  of  the  Board 

Chief  Executive  Officer 

Tandy  Corporation 
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Americans  Challenge 


Innovation,  quality  and  competitiveness  are  at  the  center  of  today's  debate  on 
America's  future.  We  have  the  opportunity  for  a  Renaissance  in  competitiveness 
in  the  world  marketplace  because  of  the  weakness  of  the  dollar,  technology  ad- 
vances in  production,  and  greater  sensitivity  of  managers  and  workers  alike  in 
the  need  for  dedication  to  competitiveness. 

A  vital  element  in  future  competitiveness  is  the  dedication  and  excellence  of 
students  and  teachers.  The  complexities  of  today's  technology  requires  engineers 
and  scientists  with  strong  foundations  and  high  levels  of  intellectual  curiosity.  In 
order  to  help  meet  our  country's  challenge,  we  are  going  to  provide  additional 
recognition  and  a  greater  incentive  to  those  high  school  students  and  teachers 
who  are  willing  to  make  the  sacrifices  today,  so  we  can  be  more  competitive  to- 
morrow in  a  world  where  technology  is  a  major  driving  force. 

For  students  and  teachers  demonstrating  excellence  in  high  school  math,  com- 
puter science  and  the  sciences,  Tandy  Corporation  wants  to  reward,  honor  and 
encourage  you  to  become  Tandy  Technology  Scholars.  We  know  our  future  and 
America's  competitiveness  is  dependent  on  those  who  attain  excellence  in  rigor- 
ous disciplines. 

We  hope  everyone  will  join  us  in  encouraging  even  greater  numbers  of  individ- 
uals to  become  Tandy  Technology  Scholars.  The  thousands  chosen  this  year  will 
be  recognized  in  both  public  and  private  ways  and  hundreds  will  receive  scholar- 
ships or  cash  stipends. 

America  needs  a  renewed  dedication  to  pride  in  product,  pride  in  quality  and 
pride  in  country  which  can  only  be  achieved  through  a  serious  commitment  to 
educational  excellence. 

This  school  year's  performance  counts! 

The  top  two  percent  of  students  completing  their  junior  year  in  May 
of  1989  and  recommended  teachers  of  science,  math  or  computer  sci- 
ence for  the  1988-89  school  years  at  qualifying  and  participating  pub- 
lic and  private  high  schools  will  be  the  initial  awards  recipients.  All 
qualifications,  selection  criteria  and  selections  will  be  made  by  Texas 
Christian  University  and  its  national  committee  of  education  leaders. 
Parents,  students  and  educators  should  alert  your  principal  to  enroll 
when  your  school  receives  the  enrollment  form  in  early  1989. 

TANDY  TECHNOLOGY  SCHOLARS 

P.O.  Box  32897,  TCU  Station,  Fort  Worth,  Texas  76129 
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largest  Israeli  shipowner.  Quit  col- 
lege for  British  army's  Jewish  bri- 
gade 1942.  To  New  York  1952, 
lived  on  $10  a  week.  Started  short- 
lived cargo  line,  then  air  cargo  firm, 
took  public,  sold  out  at  42.  Saw 
potential  in  mass-market  cruise 
business,  but  joint  venture  with 
Norwegian  Caribbean  Lines  ended 
in  vitriolic  lawsuit.  With  school- 
mate Meshulam  Riklis  (which  see) 
formed  Carnival.  In  1972  maiden 
cruise  ran  aground  with  300  travel 
agents  aboard;  bought  out  Riklis 
1974  for  $1.  Line  profitable  ever 
since.  Now  world's  largest  by  pas- 
senger count  with  seven  "fun" 
ships — full-scale  casino  on  each — 
catering  to  middle  America,  usual- 
ly fully  booked;  Panamanian  and 
Liberian  registry  avoids  U.S.  taxes; 


Ted  Alison 


son  Micky,  39,  president.  Also  op- 
erates Nassau  casino.  Took  Carni- 
val public  1987;  his  and  family's 
80%,  other  holdings  (NYC's  Ensign 
Bank,  Atlanta  real  estate  firm,  his 
share  of  Miami  Heat  basketball 
franchise),  worth  $1.6  billion. 


Real  estate.  NYC.  70.  Married,  4 
children.  Father  Harry  came  from 
Frame  1905;  Sam  grew  up  on 
Brooklyn  farm  ("cows  and  every- 
thing"), foined  dad's  construction 
CO.  1940  alter  U.  of  Md.;  took  over 
1948.  First  major  project:  5,000- 
umt  LeFrak  City  in  Queens,  N.Y. 
1960:  "I  saved  the  middle  class 
Irom  having  to  leave  New  York." 
Built  quick,  cheap,  nationwide 
iy60s-70s  (for  "the  mass,  not  the 
class");  now  U.S.'  largest  apt.  own- 


Michele  Singer/Outline 


Samuel Jayson  LeFrak 


er  with  90,000  units  (some  50,000 
in  N.Y.  area).  With  Mel  Simon 
(which  see),  building  Newport  proj- 
ect on  400  acres  abandoned  N.J.  rail 
yards:  9,000  apts.,  office,  retail 
space  ("Like  Madison  and  Colum- 
bus avenues  without  the  mug- 
gers"). Also  entertainment,  oil  & 
gas.  Revolving  business  cards: 
"Dr."  LeFrak  after  awarded  honor- 
ary law  doctorate  1975,  then  "Sir" 
LeFrak  after  Finnish  decoration 
1980.  "Lone  Ranger"  of  NYC  real 
estate,  by  any  title,  worth  over  $1.5 
billion.  "I  make  the  rules." 


Shopping  centers.  Youngstown, 
Ohio.  70.  Widowed;  1  son,  1  daugh- 
ter. Began  career  at   13  preparing 


Edward  John  DeBartolc 


bids  for  Italian-speaking  father's 
contracting  business;  after  high 
school  drove  a  truck  for  a  year.  No- 
tre Dame  1932;  Army  Corps  of  En- 
gineers WWII;  formed  small  con- 
struction company  1948.  Turned  to 
then-risky  strip  malls  1950s;  De- 
Bartolo  now  "King  of  Malls": 
owns/manages  84  million  sq.  ft.  na- 
tionwide. M.O.:  at  least  3  dept. 
stores  per  mall,  specialty  shops, 
usually  one  theater,  etc.  "We  don't 
go  for  supermarkets.  No  bowling 
alleys  either.  People  who  go  to  bowl 
aren't  dressed  to  shop."  Also  office 
bldgs.,  oil  wells,  hotels,  horse  rac- 
ing tracks;  family  owns  San  Fran- 
cisco (football)  49ers,  Pittsburgh 
(hockey)  Penguins.  With  pal  Leslie 
Wexner  (which  see),  bid  for  Carter 
Hawley  Hale  rejected  1986;  lost  bid 
for  Allied  Stores  1986.  Backing  Ca- 
nadian Robert  Campeau's  takeover 
spree:  lent  $150  million  for  Allied 
deal,  $480  million  for  Federated. 
With  Dillard  Dept.  Stores,  bought 
Higbee  Co.  1988.  "Mr.  D"  sleeps  4 
hours  a  night;  at  work  by  6:00  a.m.; 
works  18-hour  days.  Worth  at  least 
$1.4  billion.  "It's  not  the  money. 
It's  the  action.  I  love  it." 
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Viacom,  Inc.  Newton  Centre, 
Mass.  65.  Married,  2  children.  As 
Harvard  student  broke  Japanese 
codes  during  WWII.  Practiced  law 
briefly;  took  over  father's  drive-in- 
theater  chain,  built  into  400-screen 
National  Amusements  Inc.  (est. 
1987  sales,  $140  million).  As  inves- 


Vih  Resnick  Future  Group 
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Each  Christmas  season 

a  million  minor  miracles 

from  Tiffany's  Corporate  Division 


Brass  clocks  of  distinctive  design 
for  clients  of  distinction. 


Unusually  handsome  desk  accessories 
for  exemplary  employees. 

Classic  gold  and  silver  jewelry  designs 

for  women  of  achievement 

and  men  of  accomplishment. 

Tiffany  fragrance  for 
the  secretary  who  is  true  blue. 

Gifts  of  Tiffany  crystal 
for  colleagues  who  are  clearly  deserving. 

Exclusive  Tiffany  silk  scarves 

and  leather  accessories  for  executives 

in  corner  offices  in  all  corners  of  the  world. 

Tiffany  timepieces  of  classic  design, 
a  timeless  gift  for  favorite  customers. 

Fine  porcelain  from  Tiffany  for 
members  of  the  board 
and  members  of  your  team. 

Tiffany's  blue  box.  A  cause  for  excitement 
for  everyone  on  your  list. 

Multiple  ordering  and  shipping 

capabilities  nationwide,  worldwide. 

To  receive  a  catalogue,  open  an  account 

or  place  an  order,  simply  call  800-423-2395. 


Tiffany  &  Co. 


NEWYORK     BEVERLYHILLS     CHICAGO     DALLAS     HOUSTON     PHILADELPHIA 
BOSTON      ATLANTA     SAN  FRANCISCO     WASHINGTON  DC     DETROIT  ©  T&.CO.  I98S 
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tor,  huge  gains  on  Twentieth  Cen- 
tury Fox,  Columbia  Pictures  take- 
overs, MGM-UA  Home  Entertain- 
ment buyback.  Badly  burned  in 
1979  Boston  hotel  fire,  survived  by 
clinging  to  ledge.  Taught  entertain- 
ment law  class  Boston  U.  Paid  $3.4 
billion  for  entertainment  giant  Via- 
com (Showtime/The  Movie  Chan- 
nel, MTV,  cable,  radio,  tv  stations) 
1987.  Took  public  next  day,  his 
83%  worth  over  $1  billion:  "What 
did  I  know  about  MTV?  I  only 
knew  I  couldn't  stand  looking  at 
it."  Fought  John  Kluge  (which  see) 
for  control  of  Orion  Pictures, 
cashed  out  recently;  sold  some  Via- 
com cable  to  trim  debt.  National 
Amusements,  Viacom,  etc.  worth 
over  $1.4  billion. 
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Candy.  Son,  2  grandsons  and  grand- 
daughter of  Frank  and  Ethel  Mars, 
Seattle  candymakers  who  moved  to 
Minnesota  1920  after  two  failures, 
1914  bankruptcy.  Fortune  assured 
with  Milky  Way  recipe  1923.  Frank 
(d.  1934)  financed  son  Forrest's  Brit- 
ish candy  business  to  keep  him  dis- 
tant. Forrest  Sr.  Las  Vegas.  80s 
(spokesman:  "Nobody's  got  the 
courage  to  find  out  how  old  he  is"). 
Married;  2  sons,  1  daughter.  Built 
empire  abroad,  returned  1940  as 
one-third  owner;  added  M&M's, 
Uncle  Ben's  Rice.  Bought  out  half- 
sister,  got  full  control  from  rest  of 
family  1964.  Mars,  Inc.  now  one  of 
world's  largest  candy  companies, 
also  Kal  Kan  pet  food,  much  else; 
sales  estimated  near  $8  billion, 
about  one-fifth  from  37%  share 
U.S.  candy  market.  Secret  is  quality 
ingredients  ("quality  first,  then 
worry  about  profit"),  cheaper  wrap- 
pers "They  don't  eat  the  package." 
Supersecretive:  known  in  industry 
as  "Kremlin  of  candy."  Forrest  Sr. 
retired  1973,  runs  fine-chocolate 
boutiques  Las  Vegas.  Classic  quote: 
"1  pray  for  Milky  Way,  I  pray  for 
Snickers."  Forrest  Jr.:  McLean,  Va. 
57.  Married,  4  daughters.  Secretive 
like  father.  Once  ran  Dutch  unit. 
Now  copresident,  considered  ceo. 
Pushed  new  image  for  candy:  gives 


Forrest  Mars  Sr. 


energy,  not  pimples;  entered  gra- 
nola  bar  market.  John:  Arlington, 
Va.  54.  Married;  1  son,  1  daughter. 
Called  brusque,  strong-willed;  said 
to  have  inherited  father's,  grand- 
father's autocratic  manners.  Began 
in  Australian  operation,  now  co- 
president.  Jacqueline:  Bedminster, 
N.J.  49.  Divorced,  remarried;  3  chil- 
dren. Director.  These  siblings  said 
to  own  one-third  each  of  Mars 
stock,  yet  still  visibly  insecure  at 
mention  of  father's  name;  four 
share  control  of  company  worth 
more  than  $5.2  billion. 
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Seagram  Co.  NYC.  59.  Married  4 
times  (twice  to  current  wife);  7  chil- 
dren. Father  Samuel  ran  small  hotel 
in  Winnipeg.  Switched  to  the  liquor 
trade  and  profited  greatly  from  Pro- 
hibition. Acquired  competitor  Jo- 
seph E.  Seagram  &  Sons  Ltd.  1928. 
After  Sam's  death  business  divided 
between  sons  1971:  Charles  took 
Canadian  subsidiary;  Edgar  Ameri- 
can, proved  more  dominant.  In 
tense  decision,  Edgar  Jr.,  33,  former 
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Edgar  Miles  Bronfman 


songwriter,  theater  and  film  pro- 
ducer, informally  chosen  to  suc- 
ceed father  as  ceo  over  brother 
Samuel.  Edgar:  "I  was  never  anx- 
ious for  my  offspring  to  get  into  the 
business.  I  grew  up  knowing  I  had 
no  choice."  Philanthropi  *,  heads 
World  Jewish  Congress.  Family 
trust  dissolved  in  1987  allowing 
"CEMP"  heirs  to  "do  their  own 
thing."  Edgar's  share:  some  $520 
million.  This,  plus  16%  stake  in 
Seagram,  worth  some  $1.3  billion. 
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Pet  supplies,  real  estate.  NYC.  50. 
Divorced,  remarried;  3  children.  Fa- 
ther Max  emigrated  from  Germany 
1926  with  2,100  singing  canaries; 
"Mr.  Max"  founded  Harz  (not  yet 
Hartz)     Mountain     selling    birds, 


Leonard  Norman  Stern 


cages,  birdseed.  Leonard  had  NYU 
M.B.A.  at  21;  took  over  Hartz  1959, 
expanded  into  dog,  cat  supplies. 
Took  public  1972,  private  again 
1979;  Hartz  now  dominant  pet  sup- 
plier (estimated  sales,  $675  mil- 
lion). Maybe  too  dominant:  anti- 
trust suits  have  cost  Hartz  $100 
million  since  1970  (including  $42.5 
million  to  A.H.  Robins  1979).  Took 
real  estate  gamble  1969  with  pur- 
chase 750  swampy  N.J.  acres;  now 
35  million  sq.  ft.  mixed-use  space 
built,  worth  $760  million:  "People 
told  me  I  was  crazy."  Also  NYC 
projects.  Bought  Village  Voice  1985 
for  $55  million.  Launched  sister 
weekly  Set<en  Days  1988  ("There's  a 
market  uptown  just  like  there's  one 
downtown").  "My  work  is  a  smor- 
gasbord of  excitement."  Should  be: 
net  worth  at  least  $1.3  billion. 
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Contrary  to     m 
popular  belief,  an    M 
extraordinary  car  mk 
must  not  cost  an   ■ 
extraordinary  amount 
of  money. 

Case  in  point: 
the  new  Subaru  XT6. 

mYf 

Up; 

a  combination  of  features  not  num  alloy  overhead  cam  6  cylin- 

found  on  any  car.  At  any  price.  der  engine. 

In  fact,  it's  the  only  car  of  its  Recent  innovations  like  on 

kind  to  utilize  a  computerized  full  board  computers  and  self-adjust- 


by  looking  at  it,  the 
XT6  is  one  of  the 
most  aerodynamic 
production  cars 
in  the  world. 

All  of  which 
makes  this 
Subaru's  "un- 


astounding. 

The  Subaru  XT6. 
The  car  that  finally  ends  the  m 
that  high  technology  may   ,~jf 


time  4  wheel  drive  system. 

Under  the  hood,  the  XT6  is 


ing  air  suspension  are  also  offered,   only  be  purchased  at  a 
And  if  you  haven't  guessed       high  price. 


\Xfe  built  our  reputation  by  building  a  better  car. 

Suhatu  reserves  the  right  to  change  prut  at  any  lime  without  notice 
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Cable  tv,  insurance.  Dallas.  90. 
Widowed,  remarried;  1  daughter. 
Born  Ardmore,  Okla.  1898.  After 
parents  died,  raised  by  aunt,  moved 
to  Piano,  Tex.  1918  to  become  hay, 
grain  merchant.  He  and  friends 
founded  Postal  Indemnity  Co.  in 
Waco,  then  formed  Reserve  Life  In- 
surance Co.  Dallas  1938  with 
$26,000.  Acquired  other  life  cos.; 
entered  into  cable  tv  early  1960s: 
"Cable  is  somewhat  like  Alice  in 
Wonderland.  You  have  to  run  just 
to  keep  up."  Today  privately  held 
Sammons  Enterprises,  Inc.  nation's 
15th-largest  cable  operator  with 
about  847,000  subscribers;  also 
owns  11  life  insurance  cos.  ($1.1 
billion  assets),  hotels,  bottled  water 
cos.,  etc.  1987  sales,  $1.3  billion. 
Charles  press-shy,  rarely  photo- 
graphed; runs  show  from  Dallas 
high-rise  apartment:  "Our  bankers 
are  our  audience."  Does  one  local 
press  story  every  15  years  for  "the 
good  of  the  business."  Charles'  and 
family's  90%  Sammons  Enterprises 
worth  at  least  $1.3  billion.  "I  have 
an  angel  on  my  shoulder." 


i* 

Inheritance,  oil.  Dallas.  45.  Mar- 
ried, 5  children.  Only  male  in  "sec- 
ond family"  of  oil  baron,  bigamist 
H.L.  Hunt,  who  married  Ruth  Ray, 
adopted  her  four  kids  1957  two 
years  after  first  wife's  death.  Kept 
families  secret  from  one  another 
(see  Unfit  fcittulx.  Margaret  Hill,  Caro- 
line limit).  Ray,  with  mother,  3  sis- 
ters, inherited  then-ailing  Hunt  Oil 
Co.  1974.  "The  smartest  Hunt"  re- 
vived company,  expanded  overseas, 
diversified  into  real  estate;  huge 
North  Yemen  strike  1984.  "You 
minimize  risk  by  doing  as  much 
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homework  as  possible,  then  every 
once  in  a  while  you  stumble  across 
something  that  makes  you  go 
boom."  Inherited  little  real  estate; 
his  Woodbine  Development  now 
controls  1.8  million  sq.  ft.  office 
space,  2,840  hotel  rooms,  3,000 
acres  industrial,  residential,  raw 
land.  Includes  Dallas  landmark  Re- 
union Tower,  Fort  Worth's  Conti- 
nental Plaza,  others.  No  connec- 
tion with  half-brothers'  bankrupt- 
cy. Controls  fortune,  much  in 
trusts,  worth  over  $1.3  billion. 


Duty  Free  Shoppers  and  General 
Atlantic  Corp.  London.  57.  Married 
to  French  woman,  5  children. 
Founded  Duty  Free  Shoppers  in 
Hong  Kong  1960  with  classmate  at 
Cornell  School  of  Hotel  Adminis- 
tration, built  into  world's  largest 
duty-free  retailer  (see  story,  p.  36). 
Credited  with  great  insight  into 
Japanese  consumers,  DFS's  main 
customers.  Also,  insight  mto  tour 
guides:  lavish  with  commissions 
for  guiding  to  his  stores.  Left  day- 
to-day  management  in  early  1970s 
to  concentrate  on  investments  of 
enormous  cash  flow  through  Ber- 
muda-based General  Atlantic  hold- 
ing   company:     resort    hotels    in 


<  barbs  /  Feeney 


Guam  and  Saipan;  shopping  center 
in  Tahiti;  wnstwatch  chain  in  Tai- 
wan; 3  clothing  retail  chains  in  Ha- 
waii; discount  clothing  chain  in 
Texas;  reportedly,  audio  retail 
chain  in  Southeast,  posh  cashmere 
store  in  London,  magazines  in  En- 
gland. Described  by  friends  as  high- 
strung,  fast-talking,  fast-thinking, 
frugal:  "He  never  stops."  Flies 
economy  class,  owns  at  least  8 
houses  Europe,  U.S.,  Bermuda. 
"He's  really  most  content  at  36,000 
feet."  His  40%  stake  in  DFS,  other 
assets,  worth  over  $1.3  billion. 


Inheritance.  Gladwyne,  Pa.  69.  Di- 
vorced, widowed,  remarried;  3  chil- 
dren by  first  wife,  4  stepchildren. 
Father  John  Sr.,  brilliant  chemist, 
turned  down  professorship  for 
$7.50-a-week  job  at  uncle's  Camp- 
bell Preserve  Co.  1899.  Wanted  to 
try  nutty  idea:  selling  condensed 
soup  in  cans.  Became  president 
Campbell  Soup  Co.  1914.  Proved 
master  salesman:    "We  were  the 


Benno  Friedman 


John  Thompson  Dorrance  Jr. 

original  advertiser  in  many  ways." 
Left  $129  million  estate  1930  to  5 
children  (4  daughters  now  dead,  see 
nieces,  Dorrance  Hamilton,  Hope  van 
Buren).  One-third  to  John  Jr.,  who 
joined  co.  as  hourly  factory  hand 
1946;  chairman  1962.  Oversaw  ex- 
pansion: Swanson,  Pepperidge 
Farm  brands.  Open-heart  surgery 
1981;  retired  1984.  Son  J.T.  Ill,  Wy- 
oming rancher,  on  board.  John  Jr.'s 
31%  Campbell's  good  for  $93,000 
in  dividends  per  day.  Family  trusts, 
other  investments  worth  over  $1.2 
billion. 
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Publishing.  Wynnewood,  Pa.;  Ran- 
cho  Mirage,  Calif.  80.  Divorced,  re- 
married; 1  daughter  (1  son  de- 
ceased). Son  of  Moses  Annenberg, 
colorful  founder  predecessor  Trian- 
gle Publications  (Philadelphia  In- 
quirer, Daily  Racing  Form),  jailed  for 
tax  evasion,  died  1942.  Callow  Wal- 
ter inherited  debt-ridden  firm  age 
32.  Started  TV  Guide  1953,  now  larg- 
est circ.  magazine  in  U.S.  Also  Sev- 
enteen, Good  Food.  Sold  Inquirer 
1970  to  Knight-Ridder  citing  lack 
of  heir.  Ex-ambassador  to  Court  of 
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'I  like  investment  bankers  who  come  to 
the  closing  with  their  own  money" 


-  Harold  Geneen 
Chairman  Emeritus,  ITT 


"That's  why  I  chose  Donaldson,  Lufkin  &  Jenrette 
handle  the  leveraged  buyout  of  MPB  Corporation, 
ie  of  the  country's  premier  manufacturers  of  pre- 
»ion  ball  bearings,  from  Allied-Signal,  Inc. 

The  deal  required  a  fast  turnaround  and  a 
llingness  to  commit  both  debt  and  equity 
pital.  It  also  wasn't  a  typical  LBO,  where 
;  company  is  pared  down  or  pieces  of  it 
i  sold  off.  The  game  plan  called  for  addi- 
>nal  capital  to  expand  the  company. 

DLJ's  people  were  exemplary.  What  I 
t  from  them  was  keen  intelligence  and  swift 


akfaon.  Lufkin  &  Jenrette.  140  Broadway.  New  York.  New  York  10005.  (212)  504-3000 
independently  operated  subsidiary  of  The  Equitable  Life  Assurance  Society  of  the  United  Slates 


decisions;  no  double-talk,  no  excuses— and  no  egos. 

Their  expertise  resulted  in  a  bid  that  couldn't 

have  been  more  on  target.  And,  with  more  than  a 

$1  billion  bridging  capability  to  draw  from,  they 

were  easily  able  to  complete  the  $160  million 

transaction. 

With  investment  bankers  of  this  caliber, 
it's  no  wonder  DLJ  is  a  leader  in  LBOs." 


, 


BellSouth  is 

moving  in  newdirectionsj 


A  growing  number  of 
businesses  worldwide  are 
choosing  BellSouth  to 
solve  their  communications 
problems  with  custom- 
designed  telecommunica- 
tions and  information 
systems. 

In  New  York,  Chicago, 
Boston,  and  even  in 
Shanghai,  BellSouth 
was  chosen  to  design 


communications  systems  to 
meet  specific  needs. 

BellSouth  products  and 
services  range  from  the 
most  sophisticated  voice 
and  data  transmission 
equipment  and  systems  to 
cellular  and  paging  systems, 
computers,  computer 
software  and  directory 
publishing. 

Let  BellSouth  help  your 
business  move  in  new 
directions,  too. 


BELLSOUTH 


Shaping  the  future  of  telecommunications. 


mmunications  •  Information  Systems  •  Computers  •  Software  •  Mobile  Communications  •  Publishing 


©1988  BellSoulh  CoiDOMHon 
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Walter  Hubert  Annenberg 

St.  James's.  Sale  of  Triangle  to  Ru- 
pert Murdoch  for  $3.2  billion  a 
stunner  (Triangle  generally  valued 
at  $1  billion  to  $1.5  billion  by  ana- 
lysts). Believed  nearly  $1  billion 
will  go  to  philanthropies.  With  oth- 
er assets,  Walter's  fortune  should 
be  at  least  $1.2  billion. 


Inheritance,  oil.  Dallas.  73.  Mar- 
ried, 3  children.  Eldest  child  of  leg- 
endary wildcatter  H.L.  Hunt  (see 
Hunt  brothers,  Caroline  Hunt)  who 
taught  her  oil  business.  Controls 
trust  for  brother  Hassie  (mentally 
incapacitated,  childless).  Publicity- 
shy,  strong-minded  Margaret  domi- 
nated family  meetings:  "She 
seemed  dedicated  to  reminding  the 
family  that  they  were  Hunts  and 
should  act  accordingly."  Wisely 
separated  holdings  in  1983 — as  did 
sister  Caroline — from  brothers'  sil- 
ver-related bankruptcy,  bought 
land  from  "the  boys"  at  recent  bank 
auction.  Son  Al  unsuccessful  inde- 
pendent movie  producer.  With  vast 
raw  land  holdings  in  Dallas  area, 
apparent  major  Dutch  North  Sea 

Andrew  A.  Hanson 


Margaret  Hunt  Hill 


oil  stake,  fortune  (including  Has- 
sie's  share)  believed  worth  some 
$1.2  billion. 


The  News  Corp.  Ltd.  Australia, 
London,  NYC.  57.  Divorced,  remar- 
ried; 4  children.  Graduated  Oxford, 
1952.  Trained  on  Fleet  Street.  At 
23,  after  death  of  father,  managing 
director  of  Melbourne  Herald,  took 
over  Adelaide  News  and  developed 
trademark  sensationalist  head- 
lines. Diversified  into  magazines, 
TV;  also  into  U.S.,  U.K.:  Boston  Her- 
ald, New  York  magazine,  Elle,  Twen- 
tieth Century  Fox,  Metromedia  tv 
stations.  Trying  to  build  fourth 
U.S.  national  network  through  Fox 
Broadcasting  (expected  to  lose  $80 
million  this  year).  Naturalized 
1985.  Recently  forced  to  sell  New 


David  Burnett  Contact  Press  Images 


AP"»'ide  World 


Keith  Rupert  Murdoch 


York  Post  by  FCC  regulations  legis- 
lated by  longtime  nemesis  Teddy 
Kennedy:  "Liberal  totalitarian- 
ism," accused  Murdoch.  This  year 
acquired  20.4%  interest  in  publish- 
er of  Financial  Times  of  London. 
Buying  Walter  Annenberg's  (which 
see)  Triangle  Publications  (TV 
Guide,  Seventeen,  etc.)  for  $3.2  bil- 
lion. News  Corp.  1988  projected 
cash  flow:  $875  million;  debt:  $5.6 
billion,  pre-Triangle.  Murdoch's 
46%  interest,  other  assets,  worth 
about  $1.2  billion. 


Oil,  investments.  Denver.  48.  Mar- 
ried, 3  children.  Grandfather  owned 
Russell,  Kans.  bank;  father  Fred  ace 
wildcatter  1930s-40s  ("He  had  the 


Philip  Frederick  Anschutz 

magic  touch").  After  U.  of  Kans.  B- 
school,  Phil  bought  out  Dad;  ex- 
panded, snapped  up  oil  &.  gas  leases 
in  rich  Overthrust  Belt  area.  Struck 
pay  dirt  with  Anschutz  East  Ranch 
field  Utah,  Wyo.  late  1970s;  at  mar- 
ket peak,  sold  half  interest  to  Mobil 
for  $500  million  1982.  Now  wide 
ranging,  closely  guarded  assets: 
cash,  oil  &.  gas  reserves,  minerals 
(uranium,  coal,  tungsten),  real  es- 
tate (Denver  Hyatt  Regency,  Ana- 
conda Tower).  Bought  Rio  Grande 
Railroad  1984  for  $500  million;  rev- 
enues plummeting  since,  down 
some  25%.  Failed  run  at  Western 
Union  1986;  $1  billion  bid  for 
Southern  Pacific  approved  by  ICC 
1988.  Western  art,  history  buff; 
chews  (rarely  smokes)  cigars. 
Squash  nut,  marathoner.  "I  don't 
mix  business  with  anything.  I  don't 
do  business  dinners.  I  don't  do  busi- 
ness tennis.  And  I  don't  do  business 
squash."  Despite  oil  weakness, 
should  still  be  worth  at  least  $1.1 
billion.  "If  I'm  known  for  anything, 
it's  for  keeping  a  low  profile." 


Anheuser-Busch.  St.  Louis.  89. 
Widowed,  twice  divorced,  remar- 
ried; 10  children.  German  immi- 
grant grandfather  Adolphm  Busch 
married  Lilly  Anheuser  1861,  sold 
brewery  supply  business,  joined  fa- 
ther-in-law's brewery  1866.  Called 
Anheuser-Busch  1876;  brewed  Bud- 
weiser.  Survived  Prohibition.  De- 
pression making  soft  drinks,  corn 
syrup.  August  Jr.  joined  1922, 
cleaned  beer  tanks.  President  1946, 
rapidly  expanded  Anheuser-Busch 
from  sagging  fourth  place  among 
U.S.  brewers  back  to  first:  "Being 
second     isn't     worth     anything." 
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Photographic  Rev 


August  Anbeuser  Buschjr. 

Bought  St.  Louis  (baseball)  Cardi- 
nals 1953.  Won  World  Series  1964, 
1967,  1982.  August  Jr.,  "King  of 
Beers,"  rode  atop  beer  wagon  drawn 
by  Clydesdales  at  Busch  Stadium. 
Son  August  III,  51,  now  runs  co. 
Samples  beers  daily  for  proper  mix- 
tures of  barley  malt,  hops,  yeast, 
etc.;  stays  sober.  Workaholic,  pur- 
sues vigorous,  imaginative  market- 
ing to  beat  competition.  So  dad's 
stock  worth  over  $1.1  billion. 


(  Jia a7v_,   CM   f/<i/i<i/i/  .  A  <  <// 
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Brothers.  Oil  services.  Sons  of  Fred 
Koch,  cofounder  Koch  Engineering 
Co.  1925.  Invented  thermal  crack- 
ing refining  process  to  squeeze  ex- 


lorn  Klein  inn 


tra  gas  from  crude;  Stalin  early  cus- 
tomer, bought  15  cracking  units 
1929.  Fred  died  1967,  four  sons  in- 
herited $250  million  (sales)  oil  mar- 
keter; chairman  Charles  added  re- 
fining, gas,  chemical  operations. 
Private  Koch  Industries  now  esti- 
mated $13  billion  sales,  over  $212 
million  earnings.  Charles:  Wichita, 
Kans.  52.  Married,  2  children. 
Three  degrees  MIT;  joined  Koch  af- 
ter management  consultant  gig:  "I 
decided  that  managing  one's  own 
company  might  be  more  interest- 


P  LafTont'S>'gma 


Andy  Frecherg 


David  Hamilton  Koch 


•  harles  de  HamU.il  Koch 


ing  than  consulting  to  somebody 
else's."  David:  NYC.  48.  Single.  Af- 
ter consulting  job,  joined  Koch 
1970;  now  NYC-based  executive 
vp.  Fur  flew  in  1981-83  scrap  for 
control  with  brothers  William,  Fred 
ixith)  Bill  claimed  chintzy  divi- 
dends, sued  Charles  for  misman- 
agement; Charles  claimed  Bill  "af- 
flicted with  psychiatric  ailments." 
Settled  by  $  1 .5  billion  buyout  1983. 
David:  "They  wanted  cash  and  they 
got  it.  But  we  got  the  company." 
Charles',  David's  80%  Koch  Indus- 
tries, other  assets,  worth  at  least 
$2.2  billion. 


_/  a  nu/ .  A  <  cJceteue* 

Inheritance.  Banking,  real  estate. 
NYC,  Tarrytown,  N.Y.  73.  Married, 
6  children.  Grandson  of  John  D. 
Rockefeller;  youngest  of  five  broth- 
ers (see  Laurence  and  family).  Chair- 


Da;  id  Rockefeller 


man  Rockefeller  Group,  highly  di- 
versified family  investment  firm 
(now  taking  $80  million  stake  in 
Manne-Wendel,  controlled  by 
French  Wendel  steel  dynasty);  670- 
acre  N.J.  business  park  (Interna- 
tional Trade  Center).  Only  brother 
with  successful  career  in  tradition- 
al family  business  (Chase  Manhat- 
tan bank).  Ph.D.  economics  1940, 
bank  ceo  1969-80.  Assumed  role  as 
international  statesman;  arrival  in 
South  American  capitals  some- 
times sparked  riots.  Major  role 
NYC  real  estate  (including  ill-fated 
Westway  project);  45%  S.F.'s  Em- 
barcadero  Center.  Son  David  Jr.,  46, 
now  chairman  Rockefeller  Brothers 
Fund,  major  philanthropic  arm. 
Oversaw  family's  cash-out  on 
Rockefeller  Center,  acceding  to 
wishes  of  cash-hungry  younger  rel- 
atives. His  investments  in  real  es- 
tate, share  of  family  trusts,  etc., 
believed  worth  over  $1.1  billion. 


Media,  real  estate.  Oklahoma  City. 
69.  Married,  4  children.  Father  E.K. 
bought  into  Daily  Oklahoman  1903; 
one  of  state's  most  powerful  men, 
steered  company  single-handed  un- 
til death  in  1974  at  101.  E.L.  show- 
ing business  savvy  of  his  own:  $250 
million  1983  purchase  of  Grand 
Ole  Opry,  Opryland  and  now  thriv- 
ing Nashville  Network  (also  owns 
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IkEN...ANDNow     The  Right  Suit. 


)r  over  a  hundred  years, 
isinessmen  have  known  that 
art  Schaffner  &  Marx 
eans  superb  tailoring,  superior 
brics,  including  comfortable 
ire  wool,  and  styling  that  fits 
e  man  as  well  as  his  times, 
art  Schaffner  &  Marx, 
e  Right  Suit®  since  1887. 
>r  the  Hart  Schaffner  &  Marx 
tailer  in  your  area,  call  toll-free 
800- FASHION. 


Hart 

Schaffner 
&  Marx. 
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tv  show  Hee  Haw);  20%  Telerate 
1986  (sold  half,  $90  million  profit 
so  far).  Sold  2  tv  stations  at  1987 
market  peak  for  $425  million. 
Oklahoma  Publishing  Co.  still  has 
1  newspaper,  35%  of  Texas  (base- 
ball) Rangers,  5  tv  and  3  radio  sta- 


Charles  Thatcher 


Edward  Lewis  Gaylord 


tions.  Fiercely  conservative,  opin- 
ionated: "We're  against  liberal 
bubbleheads."  Son  E.K.  U,  31,  heir 
apparent,  but  E.L.  not  likely  to  step 
aside  soon.  Fortune  conservatively 
estimated  at  $1.1  billion. "We  don't 
like  puffed-up  numbers." 
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Investments.  Dallas  and  Monte- 
cito,  Calif.  57.  Twice  divorced,  re- 
married; 4  daughters.  Son  of  Gold- 
en, Tex.  schoolteachers,  studied 
economics  at  U.  of  Texas  at  Austin. 
First  worked  as  FD1C  bank  examin- 
er, then  loan  officer.  Bought  Dallas 
drugstore  for  $5,000  in  1961.  Ac- 
quired 100  stores,  sold  to  Jack  Eck- 
erd  Corp.  for  $50  million  stock 
1973.  "Texas  Gunslinger"  searches 
out  undervalued  companies,  in- 
vests (reaped  $91  million  on  Sea- 
Land  bid,  $142  million  from  GAF: 
"I  am  sometimes  called  a  corporate 
raider");  also  collected  sugar  refin- 
ing, chemical,  fast-food  companies. 
Merged  2  public  firms  (LLC  Corp., 
Amalgamated  Sugar),  created  pub- 
lic co.,  Valhi  Inc.  Also  has  52%  NL 
Industries,  extensive  real  estate  in 
Colorado,  southern  Louisiana.  Ac- 
tive philanthropist,  founded  arthri- 
tis research  center  in  Dallas  with 
$10  million  in    1985.   Avid  skier 


Harold  Clark  Simmons 


with  family,  plays  tennis,  rides  dirt 
bikes.  Stock,  real  estate  worth  at 
least  $1.1  billion. 


William  ,  rfenaw  &a£e&  III 

Microsoft.  Seattle.  32.  Single;  nick- 
named Trey.  Created  first  comput- 
er program   at    13;   first   software 

ick/Piciurc  Croup 


William  Henry  Gates  ill 


business  at  15.  Scored  perfect  800 
on  math  portion  of  SAT;  dropped 
out  of  Harvard  at  19  to  found  Mi- 
crosoft with  Paul  Allen  (which  see) 
1974.  Now  a  leader  in  independent 
personal  computer  software;  al- 
most $600  million  in  revenues.  No- 
torious for  fast  driving;  even 
slapped  with  speeding  ticket  in  his 
power  boat.  Takes  only  short  vaca- 
tions for  reading  or  travel.  Works 
until  early  morning.  At  Microsoft, 
creates  infectious  intensity  and 
competition.  Casual  dress,  even 
bare  feet  routine  for  employees; 
Gates  puts  emphasis  "on  results, 
not  appearances."  Results  for  his 
nearly  40%  of  Microsoft:  worth  at 
least  $1.1  billion.  "High-tech 
stocks  are  volatile.  The  price  is  not 
a  reflection  of  the  contribution 
we're  making."  But  it  reflects  more 
than  bare  feet. 


// ft/ram  iyoewia&d  /%ilf 

Publishing.  Manalapan,  Fla.  57.  Di- 
vorced, 3  sons.  Father  was  WWI 
aviator,  noted  lecturer,  author; 
founded  Ziff-Davis  1927.  On  fath- 
er's death  1953,  22-year-old  Wil- 
liam Jr.  bought  out  Davis;  tackled 


Lawrence  Barns 


William  Bernard  Ziff 


"special  interest"  markets,  launch- 
ing Car  &  Driver,  Boating,  Stereo  Re- 
view,  Skiing,  ultimately  some  50 
magazines,  6  tv  stations.  Editorial 
took  backseat  to  advertising.  Bout 
with  cancer  early  1980s  prompted 
liquidation.  Sold  stations  for  $100 
million    1983;    in    1985,    12   trade 


FORBES  400/OCTOBER  24,  1988 


>   $s 


'  M  * 


FROMASIATOTHEUS 


IVften  It  comes  to  Your 
unique  distribution  needs, 

whether  it's  toys  needed  for  the 
Christmas  rush  or  inventory  to  meet 
a  production  schedule,  there's  no 
substitute  for  superior  service. 

That's  why  for  your  airfreight 
shipments,  Flying  Tigers  developed 
International  Distribution  Service  or 
IDS.  It's  the  best  way  to  ship  from 
Taiwan,  Japan,  South  Korea  and 
Hong  Kong  to  55  metropolitan  areas 
in  the  U.S.,  covering  over  24,000 
communities. 

IDS  oliers  next  morning 
arrival.  IDS  assures  next  business 
day  arrival  from  Asia  to  the  U.  S.  And 
with  IDS,  you  can  provide  for  your 
own  Customs  clearance  or  we  can 
do  it  for  you. 

Mo  matter  what  the  ship- 
ment, there's  always  room.  With 
IDS  there  are  no  size  or  weight 
limits.  On  the  world's  largest  747 
freighter  fleet,  Flying  Tigers  specifi- 
cally reserves  space  on  its  daily 
flights  for  IDS  shipments. 

Flying  Tigers  IDS.  Superior 
service  for  your  business  from  Asia 
to  the  US. 

WE'RE  TAKING 

CARE  OF 

BUSINESS. 


•c 


♦>"  FLYING 
TIGERS 
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magazines  to  Rupert  Murdoch 
(which  see)  for  $350  million;  12  con- 
sumer magazines  to  CBS  for  $362.5 
million.  CBS  sued,  claiming  over- 
payment, but  sold  at  profit  1987. 
Electronic  services  division  sold 
1986,  still  has  7  computer  titles 
(estimated  sales,  $145  million)  in- 
cluding PC  Magazine.  Combative; 
trivia  fanatic;  alters  terrain  at  39- 
acre  N.Y.  estate  at  whim.  Fortune, 
including  $400  million  trust  de- 
signed to  encourage  sons'  interest  in 
computers,  worth  over  $1  billion. 


^fi-d  cfiicna&dion  dO> 
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Brothers.  Oil,  investments.  Fort 
Worth.  Two  of  four  sons  of  Perry 
Richardson  Bass  whose  uncle,  oil 
legend  Sid  Richardson,  started  with 
$40  from  Perry's  mother.  Left  bulk 
of  reported  $100  million  estate  to 
charity  1959,  rest  to  Perry,  who 
built  new  oil  empire.  To  eldest  son 
Sid  after  Stanford  B-school  1968: 
"This  is  your  responsibility  .  .  .  I'm 
going  sailing."  Sid:  45.  Married,  2 
children.  Found  different  gusher  in 
stock  plays:  Marathon  Oil  (est. 
profit,  $160  million),  Texaco  ($450 
million),  forced  Disney  turnaround 
(somewhat  reduced  holding  still 
worth  $1.4  billion).  Owes  much  to 
adviser  Richard  Rainwater  (which 
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Sul  k'iclkirdson  Ii<iv< 


Lee  Marsfxill  Bass 


see)  who  went  solo  1986;  brothers 
Robert,  Edward  (see  both)  separated 
much  of  holdings,  with  private  IRS 
ruling  1985.  Ultraprivate  Sid  dove 
into  NYC  high  society  at  wife's 
urging;  now  facing  divorce  settle- 
ment, rumored  near  $500  million. 
Lee:  32.  Married,  no  children.  Yalie 
(as  are  other  three),  Wharton 
M.B.A.  Invests  with,  overshadowed 
by  Sid.  Two  brothers'  share  of  fam- 
ily assets,  private  partnerships 
worth  estimated  $2  billion. 


l!f//i<t>N  lAeat //<//<  //  ,  Hi></i/<// 

Hewlett-Packard.  Portola  Valley, 
Calif.  75.  Widowed,  remarried 
1978;  5  children,  5  stepchildren. 
Attended  Stanford  engineering;  be- 
friended David  Packard  (uhtcb  sec). 
Started  HP  in  garage,  1939,  with 
$538;  used  Hewlett's  master's  the- 
sis design  for  first  product,  audio 
oscillator;  used  in  innovative  Fan- 
tiisui  movie  soundtrack.  "Techno- 
logical wizard"  developed  shock 
machine  for  dieters:  "In  the  begin- 
ning we  did  anything  to  bring  in  a 
nickel."  Pushed  for  world's  first 
hand-held  calculator  despite  com- 
pany doubts.  H-P  became  largest 
microcomputer,  electronic  test, 
measurement  equipment  manufac- 
turer: 1987  revenues  $8  billion. 
Also  known  for  people-oriented 
management  style:  "I'm  a  believer 
in  management  by  wandering." 
ceo,  1969-78;  retired  from  board, 
1987.  Philanthropies:  medicine  (fa- 
ther was  Stanford  professor  of 
medicine),  education;  hobbies:  fish- 
ing,   skiing,    mountain   climbing, 


William  Redington  Hewlett 

botany.  Raises  cattle  with  Packard. 
His  11%  of  Hewlett-Packard  worth 
at  least  $1  billion.  "We  were  suc- 
cessful because  we  had  no  plans." 


-J  otia/a   II  or/Ainafon  zriewnold& 

Publishing.  Las  Vegas.  82.  Thrice 
divorced,  3  children.  Son  of  door-to- 
door  grocery  peddler:   "We  never 
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Donald  Worthington  Reynolds 
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AN  INVESTMENT  PORTFOLIO 
THAT  MEANS  BUSINESS. 


You  can  look  at  acquiring  personal 
computer  products  in  two  ways.  You  can 
buy  them.  Or  you  can  invest  in  them. 

At  NCR,  we  think  for  what  they 
represent  in  both  company  and 
departmental  resources,  all  personal 
computer  products  should  be  investments. 
Investments  whose  value  can  be  measured 
by  more  than  short-term  performance. 

Personal  computer  product  investments 
should  also  be  measurable  by  long-run 
returns. 

It's  this  kind  of  thinking  that  sets  NCR 
personal  computer  products  apart  from  the 
others.  Because  it's  this  kind  of  thinking 
that  makes  NCR  personal  computer 
products  your  soundest  investment 
immediately-and  as  time  goes  by. 

NCR  personal  computer  products 
are  engineered  with  an  incremental 
architecture  that  incorporates  a  system  of 
industry-standard  technology  platforms. 
That  means  the  system  you  invest  in  today 
can  be  tailored  to  meet  your  specific 
application  requirements. 

Which,  in  turn,  means  you  never  have  to 
buy  system  features  you  don't  need. 


But  the  real  value  in  NCR  personal 
computer  products  lies  in  their 
upgradability.  NCR  personal  computer 
products  give  you  the  option  of  adding 
functionality-when  you  need  it.  And  of 
incorporating  new  technologies-if  you 
need  them. 

While  maintaining  your  initial 
investment. 

Whether  it's  general  purpose  PCs, 
communications  workstations,  or 
communications  networks,  the  NCR  PC 
technology  you  invest  in  today  will  still  be 
delivering  returns  years  from  now. 

In  the  long  and  short  of  it:  if  the  value  of 
your  purchase  decision  is  measured  by  the 
value  of  your  systems,  both  now  and  in  the 
future,  you  should  be  investing  with  NCR. 

For  the  NCR  sales  representative 
nearest  you,  call  1  800  544-3333. 


NCR 


^Z/fr&t^^ 


}BG3 


\20& 


(  _, 


NCR  is  the  name  and  mWk  of  NCR  Corporation.  ©  1988,  NCR  Corporation 
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missed  any  meals,  but  that  was 
about  it."  Hawked  newspapers; 
worked  way  through  U.  of  Missou- 
ri, journalism  degree.  Fired  from 
first  two  jobs,  but  saved  enough  to 
invest  in  printing  plant.  Took 
shrapnel  hit  in  forehead  WWII:  "It 
got  rid  of  my  sinus  trouble."  Since 
war,  no-frills  policy  helped  build 
highly  profitable  Donrey  Media 
Group:  59  dailies,  62  nondailies,  tv 
station,  cable  and  billboard  compa- 
nies. Flagship  is  Las  Vegas  Review- 
Journal  Hates  unions;  cost-cutting 
fanatic.  Reports  many  personal  re- 
lationships, but  "not  because  I'm 
cute,  just  solvent."  Children  unin- 
terested in  business;  foundation  set 
to  inherit  estate  worth  $1  billion 
when  Reynolds  heads  to  "that  big 
newsroom  in  the  sky." 


^Ledue  cTlevv&rt   JPeo 
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The  Limited,  Inc.  Columbus,  Ohio. 
51.  Single.  "The  finest  merchandis- 
er in  the  country  today"  dropped 
out  of  law  school  to  work  in  fa- 
ther's clothing  store.  Disagreed 
with  buying,  marketing  tech- 
niques; borrowed  $5,000  from  aunt 
to  segment-market  sportswear  to 
young  women.  First  store  1963; 
1987  revenues  over  $3  billion, 
3,270  stores  nationwide.  Strong 
sales,  partly  from  acquisitions: 
NYC's  Henri  Bendel,  Lerner  Shops, 
Victoria's  Secret.  Flies  merchandise 
from  warehouses  in  Columbus. 
Also  designs  successful  faux-for- 
eign  labels:  Outback  Red,  Forenza. 


loya  Kjvid'Onyx 


Leslie  ihrlxrt  Wexner 


Heavily  charitable;  owns  several 
homes;  dogs  that  he  calls  "the 
Wexner  children."  Earnings  down, 
but  his  stock  in  the  Limited  still 
worth  $1  billion.  "I  never  knew  of 
anyone  who  made  $15,000  a  year. 
My  parents  worked  70  hours  a 
week  and  never  made  $10,000." 


Real  estate.  NYC.  42.  Married,  3 
children.  Father  Fred  built  Brook- 
lyn and  Queens  apartments;  Don- 
ald sent  to  New  York  Military 
Academy  for  high  school.  Fred:  "He 


Vk  NkSjIk  s\g 


Donald  John  Trump 


was  a  pretty  rough  fellow  when  he 
was  small."  Joined  family  real  es- 
tate business  after  Fordham,  Whar- 
ton business  school.  Moved  on 
Manhattan  1975:  built  1,347-room 
Grand  Hyatt  at  Grand  Central  Ter- 
minal 1975;  topped  out  opulent 
Trump  Tower  NYC  1983;  sold  con- 
dos  for  $275  million,  kept  lucrative 
commercial  portion.  Moved  on  At- 
lantic City  1984:  opened  Harrah's 
casino,  bought  out  Holiday  Corp.'s 
interest,  renamed  it  Trump  Plaza; 
bought  Trump  Castle  casino  from 
Hilton  for  $320  million  1985.  Com- 
bined 1988  projected  cash  flow 
over  $150  million:  "I'm  breaking 
every  record  in  the  history  of  At- 
lantic City."  Full  toybox:  "The 
man  in  the  street,  the  little  guy, 


digs  the  limo,  the  helicopter,  the 
727."  And  the  huge  yacht.  Lost 
Resorts  bid  to  Merv  Griffin  (which 
see)  1988.  Squeezed  $125  million 
out  of  runs  on  Holiday  Corp.,  Bal- 
ly's,  Allegis.  "It's  sure  a  lot  easier 
than  real  estate."  Claims  $3.74 
billion  net  worth.  Exaggerating 
less  than  usual:  Actually,  thanks 
to  soaring  casino  cash  flow,  offi- 
cially estimated  worth  $1  billion 
this  year. 
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Leveraged  buyouts.  NYC.  45.  Di- 
vorced, remarried;  4  children. 
Youngster  tagged  along  as  father 
built  small  Philadelphia  conglom- 
erate; sat  on  board  in  grade  school, 
continued  there  after  Wharton.  Bor- 
rowed $1.9  million  to  buy  40%  of 
jewelry  distributor  Cohen  Hatfield 
1978,  turned  it  into  $4.8  billion  (as- 
sets) empire  MacAndrews  &  Forbes 
with  pyramid  power:  Use  junk  le- 
verage to  buy  companies  with  un- 
dervalued assets,  sell  some  but 
keep  cash  cows,  then  go  after  bigger 
fish.  Abrasive,  tenacious  dealster 
bagged  Revlon  for  $3  billion  1986, 
then  made  $4. 1  billion  bid  for  Gil- 
lette. Weird  conglomerate  now 
controls  cosmetics  (Revlon,  Max 
Factor),  drug  testing  (National 
Health  Laboratories),  licorice  and 
cigar  makers,  etc.  Agreed  to  sell 
Technicolor  for  $780  million 
(bought  1983,  $125  million).  In 
spite  of  heavy  debt,  may  be  worth 
over  $1  billion. 


Rotiald  Owen  Perehnan 
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rhe  approaching  presidential  elec- 
tion heralds  a  new  era.  The  new 
jministration  will  have  some  important 
sks:  to  bring  the  burgeoning  federal 
jdget  deficit  under  control,  to  take 
eps  to  correct  a  huge  trade  imbal- 
ice,  and  to  implement  measures  to 
.sure  the  economy  is  firmly  on  course 
rthe  1990s. 

Individual  investors  are  facing  many 
lanswered  questions.  Will  taxpayers 
ce  further  congressional  tinkering  with 
e  tax  code?  Where  are  interest  rates 
jaded?  Will  inflation  begin  to  heat  up? 
'hat's  ahead  for  the  rest  of  1988  and  in 
I89  in  a  financial  marketplace  still 
taken  by  Black  Monday? 
But  we  think  that  opportunities  lie 
lead  for  those  who  know  where  to 
ok. 

ealities  of  the  New  Era 

ie  first  step  in  adjusting  your  invest- 
ed orientation  is  to  reexamine  the 
acroeconomic  environment.  Donald 
.  Straszheim,  chief  economist  at  Mer- 
I  Lynch,  offers  some  insight. 
ON  BLACK  MONDAY  .  .  .  "Black 
onday  was  more  a  financial  event 
an  an  economic  event.  Business  con- 
fence  suffered  briefly,  but  on  the 
hole,  business  has  remained  remark- 
)ly  optimistic  about  the  future.  Con- 
jmer  confidence,  reflected  in  contin- 
3d  fairly  strong  sales  of  automobiles 
id  single-family  homes,  has  also  held 
3  well.  The  economy  absorbed  Oct.  19 
3tter  than  almost  anyone  expected. 
"On  Oct.  20  of  last  year,  a  key  issue 
as  understanding  what  the  stock  mar- 
3t  collapse  meant.  One  conclusion 
?emed  inevitable:  the  U.S.  needed  to 
fduce  consumer  spending  and  to  in- 
ease  the  savings  rate.  That  meant  a 
ower  consumer  sector.  Thus,  we 
9eded  stronger  trade  and  increased 
apital  spending  to  take  up  the  slack, 
ould  we  achieve  this  major  economic 
ansition  smoothly — without  a  reces- 
on? 

"In  retrospect,  yes.  The  consumer 
actor  has  slowed  to  a  walk,  our  trade 
icture  is  improving,  and  capital  spend- 
ig  is  up.  So  there's  a  lot  of  room  for 
ptimism." 

ON  THE  ELECTION  .  .  .  "How  does 
ie  economy  affect  the  election?  Begin 
ith  the  two  basic  economic  ills:  high 
iflation  and  high  unemployment.  The 
>called  'misery  index'  is  the  sum  of 
ie  inflation  rate  and  the  unemployment 
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rate.  When  the  misery  index  is  low, 
people  are  pleased  with  the  economy's 
performance;  and  when  it's  high,  peo- 
ple are  displeased.  Historically,  when 
the  index  rises,  voters  often  look  for  a 
change  in  leadership,  and  when  the 
index  falls,  they  tend  to  reelect  the  in- 
cumbent." 

ON  TAXES  .  .  .  "The  new  president 
will  not  want  to  propose  tax  increases, 
but  it  appears  that,  under  either  Mr. 
Bush  or  Mr.  Dukakis,  we'll  end  up  with 
some  sort  of  higher  taxes.  One  possibil- 
ity is  some  kind  of  oil  tax.  Another  possi- 
ble contender,  which  is  more  controver- 
sial and  perhaps  further  down  the  road, 
is  a  so-called  'value-added'  tax,  which  is 
like  a  national  sales  tax  or  consumption 
tax." 

ON  INTEREST  RATES  . . .  "The  ba- 
sic backdrop  for  interest  rates  right  now 
is  a  strong  economy  and  higher  infla- 
tion, both  of  which  portend  an  interim 
rise  in  rates.  We  think  monetary  policy 
could  be  tightened  a  touch  further  be- 
fore 1988  is  over  to  keep  inflation  from 
getting  out  of  hand.  That  says  that  inter- 
est rates  could  rise  slightly  during  the 
remainder  of  1988.  But  in  1989,  if  the 
economy  does  as  we  expect,  rates 
should  begin  to  decline  substantially." 

ON  TRADE  . . .  "We  are  far  from  bal- 
anced in  our  foreign  trade  account,  and 
we  don't  see  that  changing  in  the  near 


future.  While  we've  gained  a  lot  of 
ground  against  Japan  and  Germany, 
we're  still  not  so  competitive  as  we 
might  be  against  a  host  of  newly  indus- 
trialized economies — such  as  Korea 
and  Taiwan.  But  the  trade  numbers  are 
improving,  and  should  keep  improving, 
regardless  of  who  is  elected." 

ON  THE  ECONOMY  . . .  "Employ- 
ment continues  to  rise.  But  the  consum- 
er sector  can't  grow  as  quickly  during 
the  next  few  years  as  it  has  during  the 
past  few.  We've  already  seen  some 
significant  slowing.  Consumer  debt  is 
high,  and  higher  interest  rates  should 
slow  the  consumer  sector  even  more. 

"Capital  spending  is  the  standout 
sector  of  the  economy.  During  the  first 
half  of  1988,  capital  spending  grew  at 
about  a  10%  inflation-adjusted  rate. 
That's  a  big  turnaround  from  two  years 
ago.  We  expect  growth  to  continue 
through  1988  and  much  of  1989.  We 
believe  that  high  capital  spending  is 
necessary  to  make  progress  on  the 
trade  numbers. 

"We  anticipate  a  modest  downturn  in 
the  economy  in  the  second  half  of  1989. 
Whether  that  pause  arrives  a  little  earli- 
er or  a  little  later,  or  whether  it  is  a  little 
more  severe  or  slightly  more  muted  de- 
pends on  a  host  of  factors.  But  some 
kind  of  economic  pause  is  likely  during 
the  next  24  months. 

"With  huge  trade  and  budget  deficits, 
the  economy  is  out  of  equilibrium. 
That's  risky.  And  world  economies  and 
financial  markets  are  more  internation- 
alized today,  so  the  outlook  is  inherently 
uncertain.  You  can't  resolve  the  volatili- 
ty in  the  markets  and  uncertainty  about 
the  economy  until  some  of  the  basic 
imbalances  are  corrected." 

ON  INFLATION  . . .  "While  we  be- 
lieve there  is  little  chance  of  a  return  to 


ADVERTISEMENT  2 


Strategies  For  Investing 
In  A  New  Era 


the  double-digit  inflation  rates  of  the 
early  1980s,  inflation  is  on  the  rise. 

"With  the  unemployment  rate  near  a 
nine-year  low,  wages  should  rise  as 
companies  bid  up  the  price  of  labor. 
Capacity  utilization  is  high,  so  strong 
demand  should  allow  companies  to  in- 
crease prices  in  at  least  some  indus- 
tries. The  drought  this  last  summer 
should  have  only  a  modest  inflationary 
effect,  because  it  takes  a  huge  rise  in 
agricultural-input  prices  to  affect  the 
price  for  food  on  the  supermarket  shelf. 

"Imported  products  are  more  expen- 
sive because  of  the  falling  dollar,  and 
we  expect  that  to  continue.  Oil  remains 
in  excess  supply.  So,  barring  a  major 
political  event  in  the  Middle  East,  we 
see  little  upward  pressure  on  inflation 
from  increases  in  oil  prices." 
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The  Economic  Misery  Index 

Inflation  Rate  plus  Unemployment  Rate 


The  Misery  Index  can  be  an  election  barometer  Historically,  when  the  index  rises,  people  are  displeased 
and  look  for  a  change  in  leadership;  when  the  index  falls,  people  are  pleased  and  the  incumbent  is  favored. 


The  Measure  of  the  Market 

Robert  J.  Farrell,  chief  market  analyst  at 
Merrill  Lynch,  talks  about  the  investment 
outlook  for  1989  and  beyond. 

Q:  Is  the  stock  market  still  feeling  the 
effects  of  Black  Monday? 

A:  Yes.  In  general,  investors  have  be- 
come extremely  risk  averse,  and  they 
question  the  equity  market.  We  believe  that 
it  will  take  time  to  rebuild  confidence  and 
attract  individuals  back  to  investing  in  equi- 
ties. When  stocks  are  overvalued  by  most 
historical  measures,  demand  for  stocks  is 
high,  partly  because  they  are  going  up. 
Now  when  stocks  no  longer  appear  over- 
valued and  in  some  sectors  are  underval- 
ued, investors  show  little  interest,  primarily 
because  pnces  have  declined.  Logic  and 
history  tell  us  that  opportunities  increase  in 
times  like  these.  Also,  as  long  as  there  is 
doubt  that  the  bear  market  is  over,  sub- 
stantial cash  will  stay  on  the  sidelines  and 
provide  some  support  against  a  large  fur- 
ther decline.  Stock  market  investors  are 
acting  as  if  they  expect  October  1987  to 
happen  again.  That  is  an  important  plus, 
because  what  we  are  best  prepared  for 
rarely  happens  There  are  reasons,  there- 
fore, to  believe  that  the  worst  of  the  market 
decline  occurred  in  the  fourth  quarter  of 
1987. 

Q:  Where  do  you  see  the  market  going 
from  here? 

A:  A  number  of  problems  are  still  to  be 


resolved  before  we  can  conclude  that  fur- 
ther bear  market  risks  of  at  least  intermedi- 
ate dimensions  have  been  minimized  and 
that  a  new  bull  market  can  start. 

The  first  is  that  the  economy  is  still 
strong,  earnings  are  at  a  peak  momentum, 
and  interest  rates  are  still  rising.  Actually, 
the  best  conditions  for  a  market  bottom  are 
a  weakening  economy,  faltering  earnings 
and  declining  rates.  The  second  is  the  un- 
usual difference  between  the  bond  buyer's 
and  the  stock  buyer's  perception  of  risk. 
Stock  buyers  are  very  cautious  and  risk 
averse,  but  bond  buyers  are  showing  a 
strong  appetite  for  lesser  quality  bonds.  A 
business  slowdown,  if  it  occurs,  could  re- 
vive credit  risk  concerns.  The  third  is  the 
post-election  uncertainty  about  how  the 
new  Administration  will  deal  with  the  bud- 
get deficit. 

Probabilities  are  against  beginning  a  re- 
peat anytime  soon  of  the  multi-year  uncor- 
rected kind  of  advance  that  occurred  in 
1984-87,  and  probabilities  are  also  against 
a  repeat  of  the  kind  of  collapse  that  oc- 
curred in  October  1987.  More  likely,  we  will 
have  a  market  that  is  much  less  extreme  or 
one  of  transition  like  that  of  the  1970s. 

Q:  Wnaf  is  the  best  way  for  investors  to 
approach  today's  stock  market? 

A:  Instead  of  trying  to  mastermind  the 
fate  of  the  world  and  waiting  for  crash  or 
boom  conditions,  we  would  keep  preserva- 
tion of  capital  foremost  in  mind  and  would 
spend  our  efforts  looking  for  the  pockets  of 
opportunity  in  undervalued  sectors  and  in- 
dividual stocks. 

Over  a  60-year  period,  the  annual  rate  of 
return  on  stocks  has  averaged  10%.  Over 
the  last  nine  years,  however,  stocks  yield- 
ed more  than  16%.  Because  stocks  have 
been  overperforming — even  with  last 
year's  decline — you  can  expect  them  to 
underperform  their  historical  average  over 
the  next  five  years.  That  is  a  good  reason 


to  consider  investing  in  high-quality  bonds, 
which  are  yielding  9%  to  10%. 

Good  opportunities  may  be  available  in 
secondary  growth  stocks,  which  have  a  60- 
year  average  return  of  12.1%.  During  the 
last  four  years,  those  stocks  have  substan- 
tially underperformed  their  historical  aver- 
age and  are  now  one  of  the  undervalued 
sectors  of  the  market.  The  NASDAQ  index 
was  up  only  4%  from  June  1983  to  June 
1988. 

A  good  case  can  also  be  made  for  stocks 
that  pay  high  dividends  with  some  pros- 
pects for  growth.  Because  dividends  are 
taxed  at  the  same  rate  as  capital  gains 
under  current  law,  a  6%  to  8%  upfront 
return  on  an  electric  or  telephone  utility 
appears  quite  attractive. 

Q:  What  effect  will  the  election  have  on 
the  market? 

A:  The  basic  problem  in  an  election  year 
is  the  uncertainty  preceding  the  election, 
which  may  cause  the  market  to  react  nega- 
tively for  a  while.  After  the  election,  either 
party  must  deal  with  the  budget  and  trade 
deficits,  so  some  negative  reaction  is  pos- 
sible until  we  see  the  kinds  of  policies  that 
will  be  instituted  to  deal  with  those  prob- 
lems. In  fact,  we  might  consider  1989  to  be 
a  year  in  which  to  straighten  out  problems 
and  set  the  base  for  the  next  bull  market 
phase. 

We  believe  testing  and  reassessment 
will  continue  before  the  election,  but  doubt 
that  any  new  collapse  will  occur.  Next  year 
is  not  apt  to  be  a  great  year  for  the  mar- 
ket— first  years  of  presidential  terms  rarely 
are. 

Nevertheless,  1989  may  bring  nothing 
worse  than  a  trading  swing  market.  In  other 
words,  stock  picking  and  timing  swings 
may  be  the  keys  to  successful  investing  for 
some  time  ahead.  We  are  staying  with  a 
strategy  of  buying  in  oversold  markets  and 
cutting  back  in  overbought  markets. 
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Merrill  Lynch  Funds 

may  be  used  to  achieve  a 

desired  asset  mix 


CASH  15% 


CMA®  Money  Fund 

CMA  Tax  Exempt  Fund 

CMA  Government  Securities  Fund 

Ready  Asset  Trust 

USA  Government  Reserves 


FIXED-INCOME  45% 


Corporate  Bond  Fund 

Municipal  Bond  Fund 

Federal  Securities  Trust 

Retirement  Income  Fund 

Retirement  Global  Bond  Fund 


EQUITIES  40% 


Basic  Value  Fund 

Capital  Fund 

Special  Value  Fund 

Pacific  Fund 

Strategic  Dividend  Fund 


"hese  recommendations  are  current  as  of  9/13/88. 
iconomic  conditions  can  change.  Contact  a  Merrill 
.ynch  Financial  Consultant  for  current  recommen- 
fations. 

nvesting  Before  the 
nauguration 

With  the  big  picture  in  mind,  it's  time  to 
ake  a  closer  look  at  the  markets.  Cau- 
ioning  investors  to  be  selective  in  to- 
iay's  environment  is  Charles  I.  Clough, 
Jr.,  chief  investment  strategist  for  Merrill 
.ynch.  "Our  basic  view  is  that,  as  the 
aconomy  adjusts,  the  smart  investment 
wsition  includes  a  mix  of  high-quality, 
ong-term  bonds  and  stocks  leveraged 
nto  U.S.  capital  spending." 

"That  concept  of  'asset  allocation'  is 
mportant  to  all  investors  because 
changes  in  allocation  can  significantly 
nfluence  performance.  If  an  investor's 
assets  are  strategically  diversified 
among  the  three  asset  areas — stocks, 
xinds,  and  cash — the  overall  effect  of 
an  unexpected  upheaval  in  one  area  is 


lessened. 

"Asset  allocation  is  not  a  one-time 
action,  but  a  continuing  process.  Of 
course,  an  individual's  asset-allocation 
mix  also  depends  on  the  person's  finan- 
cial situation,  investment  philosophy, 
and  tolerance  for  risk. 

"Our  recommended  asset  mix  (see 
chart  at  left)  may  remain  fairly  stable  for 
long  periods  of  time,  or  we  may  make 
frequent  gradual  adjustments.  The  key 
is  to  pay  attention  to  the  direction  of 
change,  which  may  indicate  an  antici- 
pated trend. 

"In  volatile  markets,  prices  for  one 
class  of  assets  periodically  move  out  of 
balance  in  relation  to  others.  Today  we 
are  emphasizing  bonds,  while  stocks, 
particularly  in  the  consumer  and  certain 
commodity  sectors,  are  underweighted. 
(A  partial  list  of  overweighted  and  un- 
derweighted industry  groups  is  shown 
below.) 

"Merrill  Lynch's  asset  mix  is  deter- 
mined by  an  assessment  of  economic 
strength  as  reflected  in  employment 
and  industrial  pricing  trends  that  are 
related  to  bond  market  behavior,  and 
money  supply/GNP  relationships  that 
are  tied  to  stock  prices.  Our  current 
position  is  to  continue  moving  in  the 
direction  of  bonds  as  higher  yields  offer 
increasingly  attractive  compounding  for 
total  returns.  Full  bond  positions  should 
coincide  with  a  downturn  in  industrial 
pricing  and  employment  trends. 

"What's  ahead  for  the  markets?  Re- 
covery in  the  export  and  investment 
sides  of  the  economy  and  slowdowns  in 
domestic  consumption  and  the  financial 
sectors  are  the  themes.  With  yields  on 
long-term  Treasuries  reaching  9.50%  or 
more,  bond  yields  challenge  the  long- 
term  return  on  equities.  As  domestic 
demand  and  credit  growth  slow,  interest 
rates  should  begin  to  decline,  but  corpo- 
rate earnings  may  come  under  pres- 
sure. In  that  environment,  we  suggest 
that  bonds  are  the  assets  of  choice. 

"Nonetheless,  some  sectors  of  the 
stock  market  appear  attractive.  Over 
the  past  20  years,  growth  in  the  equity 


Industry  Group  Portfolio  Guidelines 


OVERWEIGHTED  GROUPS 


Electric  &  Telephone  Utilities 
Regional  Banks 
Insurance 

Diversified  Machinery 
Machine  Tools 
Construction  &  Engineering 
Oil  Equipment  &  Services 


UNDERWEIGHTED  GROUPS 


Beverages 
Drugs 
Foods 

Precious  Metals 
Retailing 


market  has  largely  been  limited  to  the 
consumer  and  financial  sectors.  Today, 
increasing  exports  are  prompting  a  ma- 
jor longer  term  shift  in  earnings  power, 
led  by  the  recovery  in  the  capital  spend- 
ing, energy  and  farm  sectors." 

For  your  free  copy  of  a  recent  re- 
search report  with  a  fuller  discussion  of 
current  investment  opportunities,  call 
1-800-637-7455,  Ext.  8212  and  ask  for 
Unfolding  Opportunities  Amid  Dimin- 
ishing Expectations.  ■ 


rhese  industry  group  weightings  are  current  as  of  9/13/88  Overweighted  groups  indicate  portfolios  should 
lold  relatively  more  of  these  securities  or  have  more  assets  in  these  industries  Economic  conditions  can 
flange.  Contact  a  Merrill  Lynch  Financial  Consultant  for  current  recommendations. 


7  Ways  to  Save  on  Taxes 
Before  Year-End 

Here  are  some  ways  to  reduce  your 
1988  tax  bill.  Before  taking  action, 
consult  your  tax  advisor  to  determine 
if  the  strategies  are  suitable  for  you. 
A  Merrill  Lynch  Financial  Consultant 
can  help  execute  the  transactions. 

1 .  Go  short  against  the  box,  or  buy 
puts,  to  lock  in  capital  gains  but  defer 
taxes  until  1989. 

2.  Consider  realizing  capital 
losses,  which  can  offset  up  to  $3,000 
of  ordinary  income  on  a  dollar-for- 
dollar  basis  after  offsetting  capital 
gains. 

3.  Investment  interest  deductions 
are  limited  to  investment  income 
plus  40%  (20%  in  1989)  of  the  next 
$10,000  of  interest  expense.  Con- 
sider selling  securities  held  at  a  gain 
to  maximize  the  deduction. 

4.  Consumer  interest  is  40%  de- 
ductible this  year  (20%  in  1989). 
Consider  paying  off  consumer  debt 
with  a  home  equity  loan — interest  on 
loans  up  to  $100,000  can  be  deduct- 
ed. 

5.  The  spread  between  the  alter- 
native minimum  tax  rate  (AMT)  and 
the  regular  rate  has  narrowed,  sub- 
jecting more  people  to  the  AMT.  Cal- 
culate your  liability  early  to  leave 
time  to  act. 

6.  Investment  income  over  $1 ,000 
of  children  younger  than  14  is  taxed 
at  the  parents'  higher  rate.  Readjust 
portfolios  so  children  generate  tax- 
able income  of  less  than  $1,000; 
move  other  assets  to  tax-free  invest- 
ments. 

7.  Sidestep  the  tax  on  appreciated 
securities  by  donating  shares  to 
charity  instead  of  selling  them  and 
donating  cash. 

For  your  free  copy  of  45  Tax-Saving 
Ideas,  which  includes  these  and 
many  other  strategies,  call  1-800- 
637-7455,  Ext.  8213.  Act  soon  and 
we'll  include  the  new  Merrill  Lynch 
7988  Tax-Saving  Ideas  brochure  as 
a  bonus. 


Merrill  Lynch 


Cut  taxes 

here 

Mail  to: 

Merrill  Lynch,  Pierce,  Fenner  &  Smith,  Inc. 

Response  Center,  P.O.  Box  30200 

New  Brunswick,  NJ  08989-0200 

□  Please  send  me  my  free  Merrill  Lynch  Tax  Action  Kit,  which  includes 
45  Tax-Saving  Ideas,  plus  new  19XX  Tax-Saving  Ideas 

□  I  am  a  small  business  owner.  Please  send  me  a  copy  of  Merrill  Lynch 
Business  Financial  Quarterly,  free. 

Name 


Address- 
City 


-Stale. 


-Home  Phone 


_Zip_ 


Business  Phone 

Merrill  Lynch  clients,  please  give  name  and  office  address  ol  your  Financial  Consultant: 


L_ 


U 


Plan  now  or  pay  later.  Learn  how 
you  may  reduce  your  taxes  with  our  free  tax-saving  ideas. 


Like  most  investors  today,  you  need  help. 

Help  finding  ways  to  minimize  your  taxes  in 
a  world  where  such  opportunities  grow  scarcer 
every  day. 

No  one  knows  better  where  to  look  than 
Merrill  Lynch.  We  understand  your  tax  needs. 
And  we  can  offer  a  tax  strategy  for  today  that  can 
help  limit  your  tax  burden  tomorrow. 

Start  by  requesting  your  free  Merrill  Lynch 
Tax  Action  Kit.  Inside  you'll  find  our  updated 
brochure,  45  Tax  Saving  Ideas.  In  addition,  we've 
included  strategic  steps  to  take  before  year's  end 
that  can  help  reduce  your  taxes  in  1988.  Coupled 
with  the  knowledgeable  guidance  and  counsel  of 

c  1'IKX  Morrill  lynch,  IVne.  hoiinoi  ■  siinlli.lii.   Member  SIPC 


a  Merrill  Lynch  Financial  Consultant,  you'll  learn 
the  tax  advantages  of  municipal  bonds.  The  tax- 
deferred  income  potential  of  variable  or  fixed 
annuities.  As  well  as  discover  how  you  can 
replace  consumer  credit  to  maintain  interest 
deductibility. 

For  your  free  Tax  Action  Kit,  call  toll-free, 
Monday  through  Friday,  8:30  AM  to  12  midnight 
ET  Or  clip  here.  And  get  the  cut  you  deserve 

1-800-637-7455,  ext.  6349 

A  tradition  of  trust. 


Z/Ae  ^rcwheb  ^r&uw  c7va^vd^€<i 


Jfac/c  ^JK&rU  '(ooo/ce 


Media,  real  estate.  Middleburg,  Va. 
75.  Twice  divorced,  separated;  2 
sons;  alleged  daughter  by  most  re- 
cent wife.  Canadian-born,  family 
ruined  in  Depression.  Sold  encyclo- 
pedias, soap  door-to-door.  Bought 
radio  stations,  newspapers  with 
magnate  Lord  Thompson;  assem- 
bled industrial  firms.  Sold  all,  natu- 
ralized by  act  of  Congress  1960.  In 
Los  Angeles  bought  (basketball) 
Lakers  1965;  built  Forum;  sold  all 
1979.  Bought  NYC's  Chrysler  Bldg. 
for  $87  million  1979,  refinanced  for 
$250  million  1987.  Sold  early  cable 
tv  investment  for  $80  million  prof- 
it 1981,  shelled  out  $1  billion  for 
cable  systems  1987.  Owns  D.C. 
Redskins,  LA  Daily  News.  Identified 
fortune  over  $950  million — unless 
he  gets  $1.9  billion  price  asserted 
for  new  cable  interests. 


xoa&/  c/lewy-  <=ZA#id>n&r  11 

Insurance,  banking.  Cincinnati.  69. 
Married,  3  sons  in  business.  Left 
high  school  to.  deliver  milk  for  De- 
pression-hit family  dairy;  opened 
ice  cream  store  1940,  built  to  220- 
store  United  Dairy  Farmers  chain. 
Formed  American  Financial  Corp. 
(assets  now  $8.1  billion)  with  three 
small  S&Ls  1959;  casualty  insur- 
ance 1971;  took  private  for  $340 
million  1981.  Takes  big  positions, 
sets  course  of  selected  firms:  Perm 
Central,  Taft  Broadcasting,  United 


Brands,  etc.  Family  controls  Provi- 
dent Bank.  Strict  Baptist,  hands  out 
card:  "The  harder  I  work,  the  luck- 
ier I  get."  Security  fanatic;  collects 
Stutz  cars.  Postcrash,  not  clearly 
billionaire,  but  over  $950  million. 


Investments.  Beverly  Hills,  Las  Ve- 
gas. 71.  Twice  divorced,  2  children. 
Son  of  Armenian  immigrants,  ju- 
nior high  dropout.  After  WWII  re- 
paired, sold  DC-3s;  built  charter 
airline,  sold  for  $104  million  profit 
1968.  Paid  $82  million  for  40% 
MGM  1969;  $380  million  for  Unit- 
ed Artists  1981,  merged  the  two 
1986.  Complex  buy-and-sell  ses- 
sion with  Ted  Turner  (which  see) 
1986:  sold  50%  to  Ted  for  $500 
million,  stock;  bought  back  UA  for 
$480  million.  Current  hand:  98% 
struggling  luxury  airline  MGM 
Grand;  79%  of  MGM/UA.  Seen 
lately  with  Cary  Grant's  37-year- 
old  ex-wife.  Can  afford  reported 
$100,000  Superbowl  bets:  worth  at 
least  $950  million. 


'(octm  Joetian,  J/caAt 


Finance.  Bedford,  N.Y.  52.  Married, 
2  children.  Cantor's  son  from 
Queens;  left  medical  school;  ar- 
rived Wall  St.  1960,  started  Icahn  & 
Co.  1968.  As  raider,  scooped  $190 
million  in  profits  from  Marshall 
Field,  Phillips  Petroleum,  Viacom, 
others.  Admits  "I'm  not  Robin 
Hood";  reviles  "corpocracy"  but 
cultivating  image  as  manager. 
Bought  ACF  (leases,  builds  railcars) 
for  $470  million  1984;  acquisition 
vehicle  for  76%  of  TWA,  1 1  %  USX, 
15%  Texaco.  His  $14  billion  Tex- 
aco bid  rejected  in  proxy  vote  but 
shareholders  approved  TWA  priva- 
tization. With  TWA  turnaround, 
huge  paper  gains  on  investments, 
net  worth  est.  over  $940  million.  "I 
don't  know  if  you  call  it  fun,  it's 
certainly  challenging." 


Investments.  Bel  Air,  Calif.  65.  Di- 
vorced, widowed;  2  children.  Son  of 
a  traveling  salesman.  Dropped  out 
of  school  in  9th  grade  when  fire 
destroyed  family  home.  Pumped 
gas.  Made  it  big  building  in  Phoenix 


after  WWII.  Went  from  $100  mil- 
lion to  $13  million  after  1963  col- 
lapse. Landed  in  LA.  Recouped 
through  real  estate,  small  compa- 
nies. Made  $100  million  greenmail 
when  spat  with  Armand  Hammer 
forced  Occidental  Petroleum  to  buy 
him  out.  Bought  Cannon  Mills 
1982,  sold  1985.  Now  owns  dozens 
of  companies  through  Pacific  Hold- 
ing Corp.;  26.8%  of  $1.8  billion 
(sales)  Castle  &  Cooke.  Collects 
Arabian  horses.  Recently  took 
Flexi-Van  (leases  chassis)  private. 
Worth  well  over  $900  million. 


^Ljauvawce  Jnevmcwt  zKoc/ceJeUe^ 

Inheritance,  investments.  NYC  and 
Tarrytown,  N.Y.  78.  Married;  3 
daughters,  1  son.  Grandson  of  John 
D.  Rockefeller.  Early  venture  capi- 
tal with  principal  from  huge  1934 
trust:  Eastern  Air  Lines,  McDon- 
nell Douglas,  $100  million  gain  Ap- 
ple Computer.  Developed  exclusive 
resorts:  swanky,  remote  vacation 
spots.  Supported  NYC  Westway 
project  with  brother  David  (which 
see).  Some  resorts,  management 
arm  sold  1986  to  CSX;  not  very 
active  in  business  since.  Gave  $36 
million  to  Memorial  Sloan-Ketter- 
ing,  $10  million  to  Princeton;  do- 
nated thousands  of  acres  of  land  to 
national  parks,  preserves.  His  and 
his  immediate  family's  portion 
Rockefeller  fortune  believed  to  ex- 
ceed $900  million. 


Average  estimated  net 

worth  of  the  members  of  The 

Forbes  Four  Hundred  is 

about  $551  million. 
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^JAe  k^cwI^  k^ouv  (Ju/rtuwed 


Inheritance,  oil.  Dallas.  65.  Twice 
divorced,  5  children.  Second  daugh- 
ter of  H.L.  Hunt  (see  other  Hunts, 
Margaret  Hill).  Brothers'  silver  deba- 
cle prompted  her  and  sister  to  sepa- 
rate holdings  1983.  Sold  one-third 
of  oil  properties  1985;  diversified 
into  real  estate,  stocks,  venture 
capital.  Built  $250  million  Dallas 
hotel/office/retail  complex  Cres- 
cent Court;  bought  superluxury  ho- 
tels Dallas,  Hawaii,  Beverly  Hills. 
Lives  frugally  except  while  visiting 
hotels:  "For  the  first  time,  I  have  an 
excuse  to  live  luxuriously."  Manag- 
ers including  4  sons  and  1  daughter 
run  her  Rosewood  Corp.;  made  $30 
million  in  failed  Phillips-Van  Heu- 
sen  bid  1987.  Believed  worth  over 
$900  million. 


/ 
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Brothers.  Loews  Corp.  Bought 
Lakewood,  N.J.  resort  with  father 
1946  after  selling  family  summer 
camp;  12-hotel  chain  by  1955;  next 
year  built  $17  million  Fla.  hotel 
without  mortgage;  gained  control 
of  Loews  Theatres,  Inc.  1959.  Split 


80  members  among  The  Forbes 
Poor  Hundred  are  unmarried. 


from  MGM,  diversified  into  tobac- 
co, insurance,  hotels,  Bulova 
watch;  bought  25%  CBS  stock. 
Larry  now  runs  broadcasting  com- 
pany with  founder  William  Paley 
(which  see).  Brothers  known  as  in- 
vestment/management wizards; 
CBS  will  be  test.  Larry:  NYC  and 
Rye,  N.Y.  65.  Married,  4  children. 
"Mr.  Inside"  behind-the-scenes  fi- 
nancial and  strategic  genius.  Grad- 
uated from  NYU's  school  of  com- 
merce at  age  18,  master's  at  U. 
Perm.,  attended  Harvard  Law  before 
hotel  career.  Eldest  son  Andrew 
runs  Bulova.  Business  philosophy: 
"Profits  will  follow  from  quality." 
Bob:  NYC  and  Harrison,  N.Y.  62. 
Married;  2  sons,  1  daughter.  "Mr. 
Outside"  personnel,  client-orient- 
ed. Vacated  Postmaster  General 
post  Mar.  1,  1988,  after  negotiating 
union  contract  that  eluded  prede- 
cessors 12  years.  "If  people  believe 
in  who  you  are  and  what  you're 
telling  them,  they  will  work  with 
you."  Hobnobs  with  both  Demo- 
crats, Republicans.  Brothers  say 
they  invented  "power  breakfasts" 
at  their  Regency  Hotel,  1976.  Ac- 
tive philanthropists.  With  their 
25%  Loews,  real  estate,  other  as- 
sets, jointly  worth  $1.7  billion. 


Real  estate,  securities.  Honolulu 
and  Baltimore.  80.  Married,  1  son. 
Austrian  immigrant;  quit  6th 
grade,  worked  in  father's  repair 
shop.  Bought  run-down  Baltimore 
buildings  1930s.  Used  profits  to 
buy  public  bus  companies  (NYC, 
Dallas,  etc.)  1950s,  1960s.  Bought 
Hawaiian  transit  company,  stayed. 
Sold  out  bus  companies  amid  con- 
troversy. "Honolulu  Harry"  fancies 
aloha  shirts,  intimidation:  succes- 
ful  raids  Dillingham,  Amfac,  etc., 
1960s.  Today  big  holdings  Alexan- 
der &  Baldwin,  Maui  Land  &  Pine- 
apple, real  estate.  Bone  cancer  said 
to  be  in  remission;  recently  out  of 
hospital  after  pneumonia.  For- 
tune— less  some  in  foundations — 
exceeds  $850  million. 


-/r/v,  zDu/ce 


Inheritance.  Somerville,  N.J.;  New- 
port, R.I.;  Honolulu,  etc.  75.  Twice 
divorced,  no  children.  Father  James 
Buchanan    (Buck)    Duke    formed 


American  Tobacco  Co.  from  small 
tobacco  crop  overlooked  by  Yan- 
kees at  ruined  North  Carolina  farm 
in  Civil  War;  also  Duke  Power  Co. 
Left  Doris  so  many  millions  known 
as  "the  richest  girl  in  the  world." 
Dogged  by  society,  gossip  reporters. 
Called  spendthrift  by  press  when 
built  $1  million  Shangri-La  estate 
in  Hawaii  1937;  now  valued  at  $30 
million.  Scholarly  knowledge  Ori- 
ental art;  major  force  in  Newport, 
R.I.  restoration.  Visible  in  N.Y., 
Newport  society,  no  longer  in 
press.  Fortune,  prudently  invested, 
should  be  worth  over  $800  million. 


II t/i/hroSi  ct aal  cKoc/cefeliev 

Inheritance.  Winrock  Farm,  Ark. 
40.  Divorced,  remarried;  3  children 
by  first  wife.  Great-grandson  of 
John  D.  Rockefeller,  only  child  of 
Winthrop  (cL  1973),  who  leveled  top 
of  Petit  Jean  Mountain  for  Winrock 
Farm;  twice  Republican  governor. 
Win  Paul  product  of  brief,  much- 
publicized  union  with  Barbara 
(Bobo)  Sears;  European  schooling, 
flunked  Oxford.  Runs  Winrock,  in- 
creasingly active  Ark.  business, 
esp.  banking;  owns  small  ventures 
(e.g.,  Florida  yacht  co.);  active  Little 
Rock  social  scene.  Blue-marlin  an- 
gler; hunts,  skis;  cruises  with  local 
sheriffs  on  duty,  set  up  Law  En- 
forcement Assistance  Foundation. 
His  share  family  fortune  estimated 
over  $800  million.  (See  also  other 
Rockefellers,  family.) 


.  lUcA-aeS cftooevt \yfluKen 

Finance.  Encino,  Calif.  42.  Married, 
3  children.  CPA's  son;  H.S.  cheer- 
leader. Late-night  studier  at  Berke- 
ley, then  Wharton;  joined  Drexel 
Bumham  Lambert  forerunner  1969. 
Conceived  market  for  high-yield, 
high-risk  "junk"  bonds;  at  once  in- 
vestment banker,  trader,  investor 
($57  billion  bonds  sold  to  date). 
Paved  way  for  mid-1980s  takeover 
mania,  many  high-profile  clients. 
Workaholic  (at  desk  4  a.m.).  Cli- 
ents, co-workers  get  pieces  of  deals. 
Sept.  SEC  civil  suit  against  Mike, 
Drexel,  others,  alleged  criminal  ac- 
tivity— insider  trading,  fraud,  stock 
manipulation,  etc. — put  pressure 
on  Justice  Dept.  to  act.  Milken:  "I 
will  be  fully  vindicated."  Fortune 
estimated  at  $800  million. 
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Real  estate.  Dallas.  74.  Married,  6 
children.  Born  Dallas,  bookkeeper's 
son,  studied  accounting  at  SMU 
night  school;  later  Ernst  &  Ernst 
gig;  audited  Navy  contracts  WWII. 
While  running  family  grain  whole- 
saler, built,  leased  Dallas  ware- 
house 1947;  then  "another  and  an- 
other and  another."  Trammell 
Crow  Co.  U.S.'  largest  developer, 
owns,  manages  over  250  million  sq. 
ft.  retail,  commercial,  residential 
space.  Trammell  keeps  estimated 
20%,  gives  partners,  managers  eq- 
uity. Trammell:  "Everything  in  life 
is  a  risk.  If  it's  without  risk,  it's 
probably  without  profit."  Owns 
piece  of  Wyndham  hotels.  Three 
kids  with  him  in  business.  Worth 
at  least  $775  million. 


Grain  trader.  NYC.  75.  Widowed, 
remarried;  5  children.  Belgian  fam- 
ily began  trading  grain  1813.  Start- 
ed Continental  Grain  U.S.  1921; 
Michel  relocated  to  U.S.  after 
France  fell  1940.  Army  intelligence 
WWII.  Took  over  after  father's 
death  1944;  widened  to  flour  mill- 
ing; poultry  and  pork  production, 
processing;  financial  services  et  al. 
Controls  20%  world  grain  trade, 
revenues  over  $13  billion  (2nd  to 
Cargill,  which  see).  Surrounds  self 
with  talent:  "many  egos,  but  only 
one  opinion."  Still  chairman, 
named  Pres.  Donald  Staheli  ceo 
early  1988.  Son  Paul  group  presi- 
dent. With  10%  Overseas  Ship- 
holding,  90%  Continental,  net 
worth  should  be  over  $750  million. 
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Trading.  Zug,  Switzerland.  Both  54, 
married.  Rich:  3  daughters.  Green: 
2  sons,  2  daughters.  Rich  Belgium- 
born  son  of  burlap  bag  maker,  bank- 
er; family  fled  to  U.S.  1941.  Quit 
NYU  for  Philipp  Brothers'  mail- 
room.  Teamed  with  Brooklynite 
"Pinky";  together  climbed  ranks, 
helped  build  Phibro  (now  part  of 
Salomon  Inc.)  into  world's  largest 
commodities  trader.  Pioneered  spot 
oil  market  1968.  Quit  in  huff  1973. 


115  members  of 

The  Forbes  Four  Hundred 

have  been  divorced. 

Formed  Marc  Rich  &  Co.;  pirated 
Phibro  execs  and  business.  Now 
perhaps  2nd-largest  trader  (over  $13 
billion  in  volume).  Rich,  strategist; 
nervy  speculator,  known  as  El  Mat- 
ador for  manipulating  bull  markets 
(early  1980s  conspiracy  with  Ma- 
laysians led  to  tin  market  crash). 
Pinky,  administrator,  shipping  ex- 
pert; dubbed  the  Admiral.  Traded 
Iranian  crude  during  1970s  hostage 
crisis;  dodged  $48  million  tax.  Rich 
bought  20th  Century  Fox  with 
Marvin  Davis  (which  see),  later  sold. 
Pair  fled  U.S.  1983  ahead  of  65- 
count  indictment  (tax  evasion, 
fraud).  Company  paid  $150  million 
settlement  1984,  $21  million  in 
fines.  Both  still  on  lam.  U.S.  offer- 
ing up  to  $500,000  for  information 
leading  to  capture;  face  terms  total- 
ing 325  years.  Rich  took  Spanish 
citizenship,  Green  Bolivian.  State 
Dept.:  They're  Americans.  Rich: 
"I'm  a  modest,  quiet  person  who 
has  never  done  anything  illegal." 
Lately  scheming  to  corner  alumi- 
num market;  already  said  to  con- 
trol third  of  aluminum  not  held  by 
big  producers,  100%  of  Jamaica's 
raw  alumina.  Top  trader  tripped 
last  October:  sold  aluminum  short 
on  London  Metal  Exchange,  report- 
edly lost  $25  million  when  prices 
took  off.  Still  jointly  worth  at  least 
$1.5  billion. 


^sVovfon    Winded \Jtmcvn 

Industrialist,  art  collector.  LA  area. 
81.  Divorced,  remarried;  2  sons  (1 
deceased).  Raised  in  Portland,  Ore. 
as  "mossback"  conservative.  As 
youth  bought  bags,  towels,  tissues 
from  manufacturers  to  sell  to  local 
merchants.  Dropped  out  of  Berke- 
ley after  6  weeks,  bought,  turned 
around  bankrupt  orange  juice  plant 
1931.  Gained  control  Hunt  Foods 
1943.  Built  conglomerate  Norton 
Simon,  Inc.  (Hunt-Wesson,  Simon 
&  Schuster,  etc.).  Quit  1969,  devot- 
ed wealth  to  art  collecting.  Plan  to 
donate  collection  to  UCLA  has 
been  dropped.  Collection  alone  is 
valued  at  $750  million.  "Acquisi- 
tiveness is  a  disease  which  you  can 
get  in  money  or  business  or  politics 
or  art." 


KyvtM&n,    Yac/c  cr  efoie 

Petrie  Stores.  NYC  and  Southamp- 
ton, N.Y.  85.  Twice  divorced,  wid- 
owed, remarried;  1  son,  2  daugh- 
ters. Russian  immigrant's  son 
opened  Cleveland  hosiery  store 
with  $5,000  in  1929.  Bankrupt 
1937;  creditors  repaid  in  full.  Ex- 
panded through  acquisition,  now 
1,600  stores  including  Rave,  M.J. 
Carroll.  Moderately  priced,  simple 
women's  clothes.  Stock  slid  57% 
1988.  Slow  to  respond  to  competi- 
tion. Tough  boss;  grandson  Mat- 
thew Miller  resigned  1988  after  2 
years.  Philanthropy  exceeds  $100 
million,  including  aid  to  slashed 
model,  fatherless  quintuplets.  His 
60%  Petrie  Stores,  other  invest- 
ments worth  at  least  $750  million,- 
may  take  private  again. 


JViuuim  cfta#tdo//iA  atea&Atjfo. 
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Inheritance.  Children,  grandchil- 
dren of  William  Randolph  Hearst 
(d.  1951),  whose  father  George 
Hearst  (prospector,  land  baron,  lat- 
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Astra. 
Leadership... by  design. 


And  we'll  prove  it! 


n  the  midsize  business  jet  category 
there  are  three  well-known  contend- 
Lers.  but  only  one  overall  leader.  The 
contenders  are  Citation  III.  BAe  800  and 
Learjet  55C/LR.  The  leader  is  the  incom- 
parable Astra. 

Astra  provides  20%  greater  range,  a 
20%  faster  climb  rate  and  5%  more  in 


mance  greater  than  Astra's,  you  would 
have  to  spend  more  than  twice  its  price! 
Thafs  leadership. 

Leadership  in  technology 

Astra  is  the  leader  in  its  class  for  a  dis- 
armingly  simple  reason;  it  was  designed 
to  be.  This  aircraft  was  engineered  to  new 
standards  far  more  rigid  than  those  our 


maximum  operating  Mach  speed  than  the  competitors  faced.  They  include  a  new 


average  of  its  three  closest  contenders:* 
Additionally.  Astra  requires  less  runway 


type  certificate  to  the  latest  FAA  regula- 
tions, including  the  strict  new  damage 


(with  four  passengers)  for  standard  NBAA   tolerance  requirements 


IFR  missions  of  300  600  and  1.000 
miles*  But  surprisingly,  it  is  priced  at 
almost  20%  less  than  the  average  cost 
of  its  competitors* 

Astra  flies  farther,  faster 

In  absolute  terms.  Astra  can  take  you 
more  than  3.570  statute  miles  with 
an  executive  payload  and  NBAA  VFR 
reserves*  a  feat  no  other  jet  in  its  class 


The  technology  to  meet  these  new 
standards  has  given  Astra  enormous 
advantages.  Astra's  wing,  carved  from 
solid  slabs  of  aluminum,  provides  greater 
lift  with  less  drag,  and  greater  strength 
with  less  weight.  It  incorporates  leading 
edge  slats,  found  only  on  the  world's  most 
sophisticated  aircraft,  that  provide  stability 
at  both  high  Mach  numbers  and  the  lower 


LEARJET  55C/LR     2690 


BAe  800     2540 


can  match!  More  importantly,  it  gets  you     speeds  required  for  optimum  safety  dur- 
there  faster,  on  a  non-stop  New  York  City  ing  takeoff  and  landing. 

Viewed  as  a  total  package. 

astra  I  3150  ^ra  is  a  ni9hly  advanced 

,  '  aircraft  that  has  indeed 

learjet  55c7lF|  2690  captured  the  leadership 

nbaa  vfr  range  in  range,  high-speed  cruise 

1 2540  .m^t^tc^I^c  capability,  runway  perfor- 

=~  J^^SSL  ;  mance  tuel  efficiency  and 

citaiion  Hi  |  24.:  with  4  passengers  more.  For  additional 

I  information  on  Astra's  design 

1 1 1 1 1 1 1 1 1 1 1  leadership,  please  call  our 

President.  Roy  Bergstrom.  at 

Ranges  shown  are  based  on  performance  information  using  data  that     /fTtQ)  Q«7_1 1  ?R  rv  «;pnrl  n<; 
allowsthehighestpossiblecruisingmachnumberclosestto.80.  iuu^jao/  nca.  ui  benu  us 

the  coupon  below. 

to  Los  Anaeles  fliaht  Astra  will  arrive  an  and  make  us  Prove  it! 


nbaa  vfr  range 
mach  .80  cruise 
in  statute  miles 

Based  on  standard  conditions 
with  4  passengers 


Ranges  shown  are  based  on  performance  information  using  data  that 
allows  the  highest  possible  cruising  mach  number  closest  to  .80. 


to  Los  Angeles  flight;  Astra  will  arrive  an 
hour  or  more  ahead  of  its  closest  com- 
petitor** In  fact,  at  higher  cruising  speeds. 
Astra's  range  superiority  increases  dra- 
matically. At  Mach  .80.  for  example.  Astra 
can  travel  more  than  3.1 50  statute  miles 
with  four  passengers.  Its  longest-range 
competitor,  the  BAe  800.  suffers  a  de- 
crease in  range  to  less  than  2.540  statute 
miles  when  pushed  close  to  an  .80  cruise 
speed.  To  buy  an  aircraft  with  perfor- 

*Source:  1 988  Business  &  Commercial 
Aviation  Planning  and  Purchasing  Handbook, 
revised. 
"Performance  based  on  Standard  Day 
conditions,  against  85%  probability  of  wind. 


Roy  E.  Bergstrom.  President 
ASTRA  JET  CORPORATION 
4  Independence  Way 
Princeton,  NJ  08540 

I'm  ready  for  proof  of  Astra  Jet  superiority! 

□  Please  send  me  complete  information. 

□  Contact  me  to  arrange  a  demonstration 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 

STATE/ZIP 

PHONE 

I'M  CURRE'  ' 

.G  A 

Leadership... by  design 
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er  U.S.  senator)  took  failing  San 
Francisco  Examiner  from  gambling 
debtor  1880.  Only  child,  Harvard- 
expelled  "Billie  Buster"  took  over 
1887,  became  country's  most  flam- 
boyant, controversial  media  ty- 
coon: outsensationalized  former 
employer  Pulitzer  (see  families)  in 
great  NYC  press  wars;  built  na- 
tion's onetime-largest  newspaper 
chain.  Model  for  Citizen  Kane;  built 
$30  million  temple  of  excess,  San 
Simeon,  now  owned  by  state  of 
Calif.  Hearst  Corp.  (over  $2  billion 
sales)  now  14  dailies,  38  publica- 
tions (Cosmopolitan,  Popular  Me- 
chanics, Town  &  Country),  6  tv  sta- 
tions, 7  radio  stations,  cable,  book 
publishing,  real  estate,  timber,  etc. 
Recent  acquisitions:  Houston 
Chronicle,  Esquire.  Family  in  5 
branches:  1)  Surviving  son  William 
Jr.:  NYC.  80.  Twice  divorced,  re- 
married; 2  children.  Editor-in-chief 
Hearst  Newspapers  since  1955;  Pu- 
litzer-winning columnist  1956.  Son 
WRH  in,  spitting  image  of  WRH, 
Examiner  publisher.  2)  Surviving 
son  Randolph:  NYC.  72.  Twice  di- 
vorced, remarried;  5  daughters 
(incl.  Patty).  Hearst  Corp.  chair- 
man. 3)  Grandson  George  Jr.:  Los 
Angeles.  61.  Widowed,  divorced;  4 
children.  His  sister  Phoebe:  San 
Francisco.  61.  Divorced,  remarried; 
1  daughter.  Played  major  role  1974 
buyback  of  company  from  Hearst 
Foundation  by  family  trust.  4) 
Grandson  David  Jr.:  Los  Angeles. 
44.  Single.  His  sister  Milhcent:  Los 
Angeles.  49.  Married,  3  children.  5) 
Four  children  of  eldest  son  John 
Randolph  Hearst  (d.  1958).  John  Jr., 
54,  only  one  active  in  co.  Hearst 
Corp.  now  estimated  worth  at  least 
$3.75  billion  with  20%  for  each 
branch. 


//?,„/.  4Uton 

Inheritance.  Upperville,  Va.  81. 
Widowed,  remarried;  2  children  by 
first  wife  (m-c  /tmothv  Mellon.  Catlyer- 
Die  Conover)  Grandfather  Thomas 
started  Mellon  Bank  forerunners, 
venture  capitalist  in  Gulf  Oil,  Al- 
coa, Koppers,  etc.  Father,  Andrew: 
U.S.  Treasury  Secretary  1921-32, 
founder  National  Gallery;  d.  1937. 
Paul  floated  into,  out  of  family 
businesses.  Avid  horseman  breeds 
Thoroughbreds  on  4,000-acre  es- 
tate, collects  art  on  grand  scale.  Af- 
ter   donations    ($31     million    for 


building,  perhaps  $100  million  in 
art  to  National  Gallery;  $18  million 
for  building,  perhaps  $100  million 
in  art  to  Yale,  etc.),  October  crash, 
net  worth  still  estimated  over  $750 
million. 


Oil,  investments.  Fort  Worth.  43. 
Single.  Second  son  of  Perry  Rich- 
ardson Bass,  nephew/heir  of  wild- 
catter Sid  Richardson.  Perry  built 
up  holdings,  turned  over  to  four 
sons  (see  other  Basses).  "Black 
sheep"  Edward's  contribution  to 
family's  downtown  Fort  Worth  de- 
velopment:  avant-garde  nightclub 


(9 
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The  average  age  of 

The  Forbes  Four 

Hundred  is  64. 


Caravan  of  Dreams.  Spending  $30 
million  on  enclosed  ecosystem  in 
Arizona  with  goal  to  one  day  inhab- 
it Mars:  Reportedly  funded  "cult" 
of  "intellectual  elitists"  planning 
new  "planetary  civilization."  Pas- 
sive investor  in  family  deals:  "A  lot 
of  things  I  just  have  to  read  about  in 
the  paper."  With  family-held  oil, 
etc.,  worth  some  $750  million. 


/(</<>>!    .  At /I 
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Publishing.  La  Jolla,  Calif.  65.  Di- 
vorced, widowed;  son  by  first  mar- 
riage. Worked  12  years  as  secretary 
to  James  Copley,  adopted  son  of  San 


Diego  Union/Tribune  publisher  Col- 
onel Ira  Copley  (d.  1947).  Romance 
kindled:  "I'll  never  know  what  he 
saw  in  me;  I  was  so  pathetically 
shy."  Married  1965;  gracious  host- 
ess until  James'  death  1973,  then 
made  herself  publisher.  Sold  un- 
profitable papers,  slashed  payroll, 
beefed  up  editorial,  also  expanded. 
Copley  Newspapers  now  13  dailies, 
33  weeklies,  1  biweekly,  cable.  Son 
David,  36,  president,  probable  suc- 
cessor. James'  2  children  from  first 
marriage  retain  stake.  "This  is  such 
a  strange  family;  no  one's  really 
related."  Helen's  90%  worth  $750 
million. 


inheritance.  La  Jolla,  Calif.  60.  Di- 
vorced, widowed;  1  daughter  by 
first  marriage.  Third  wife  of  Ray- 
mond Kroc  (d.  1984),  plastic-cup 
salesman  who  built  McDonald's 
Corp.  First  marriage  at  age  17.  Met 
Ray  in  St.  Paul  restaurant  1956, 
married  13  years  later;  26  years  his 
junior.  Today  Joan  B.  Kroc  Founda- 
tion gives  away  millions  annually: 
"I  have  been  blessed  with  the 
means  to  put  my  convictions  to 
work."  Gave  $6  million  to  Notre 
Dame  Peace  Institute  1986;  nuclear 
freeze  advocate.  "She  is  taking  po- 
sitions Ray  Kroc  would  never  sup- 
port." Travels,  spends  time  with  4 
granddaughters.  Her  McDonald's 
shares,  baseball  Padres,  other  assets 
worth  over  $745  million. 


(  anna  ._  fla'Tuyn  ^/vauffman- 

Marion  Laboratories.  Mission 
Hills,  Kans.  72.  Married,  3  children. 
Started  as  drug  salesman  1946, 
commissions  soon  exceeded  presi- 
dent's salary.  Developed  first  calci- 
um pill  from  crushed  oyster  shells, 
launched  Marion  1950;  fiscal  1988 
sales  $750  million.  Bulk  of  reve- 
nues from  aggressive  marketing  of 
other  pharmaceutical  companies' 
discoveries;  Cardizem,  heart  drug, 
brought  in  58%  sales.  "I  want  to 
give  to  people.  I  don't  want  any 
buildings  named  after  me."  Kauff- 
man  Foundation  committed  1988 
to  funding  entire  high  school  class' 
college  education  if  students  avoid 
drugs,  alcohol,  parenthood.  Owns 
50%  Kansas  City  (baseball)  Royals. 
Net  worth  about  $740  million. 


FORBES  400/OCTOBER  24,  1988 


The  Patek  Philippe  self- 
winding perpetual 
calendar  watch.  Possibly 
the  most  sophisticated 
mechanical  wrist-watch  in 
the  world. 

It  not  only  tells  you  the 
time,  day,  date,  month  and 
phase  of  the  moon, 
it  automatically  indicates 
February  29  every  leap 
year.  There  are  even  two 
dials  that  show  the  state 
of  leap-year  and  AM/PM. 
What's  more,  it  is  the  first 
such  "complicated"  wrist- 
watch  with  four  correctors 
which  allow  you  to  rapidly 
adjust,  individually  the 
four  major  functions  of  the 
calendar.  Not  surprising, 
since  Patek  Philippe  made 
the  first  perpetual  calendar 
wrist- watch  in  1925,  and 
the  first  self-winding  ver- 
sion in  1963. 

Equally  impressive  is  that 
the  ultra-slim  self-winding 
27  jewel  movement  of 
this  watch  is  entirely  me- 
chanical. Every  precise 
operation  is  the  result  of 
over  500  pieces  working 
smoothly  together.  Each 
movement  is  entirely 
hand-finished  and  hand- 


assembled  and  then  sub- 
jected to  600  hours  of 
stringent  testing. 
This  timepiece  is  the  pride 
of  Patek  Philippe.  It  will  be 
the  pride  of  anyone  who 
owns  one,  for  it  not  only 
tells  you  the  time,  it  tells 
you  something  about 
yourself. 


PATEK  PHILIPPE 

GENEVE 


For  a  presentation  of  the  new  Patek  Philippe  timepieces  available  in  1988. 

please  send  $3  -  or  for  a  brochure  of  current  styles  write  to: 

Patek  Philippe.  10  Rockefeller  Plaza.  Suite  629-  F.  New  York.  NY  10020 


Kj/ie  ^(ymsb  k^ouw  (Jvuviclwed 


Oicwiue    Wawrve  cKoMvnA 

Rollins,  Inc.  Atlanta.  76.  Married,  2 
sons  (Gary,  pres.;  Randall,  senior 
vice  chairman).  Farm  boy,  one- 
room  school,  made  $10  a  week  in 
textile  mill.  With  brother  John 
started  auto  dealerships;  bottled 
water;  radio  ventures.  Formed  Rol- 
lins 1948.  Picked  up  Orkin  Exter- 
minating 1964  (94%  of  Rollins,  Inc. 
profits  1987)  for  $62  million,  no 
cash.  Added  media,  oil  &  gas  ser- 
vices, security  systems.  Took  pub- 
lic 1963;  split  into  three  public 
companies  1984;  sold  Rollins  Com- 
munications shares  1986  for  $270 
million.  Still  ceo  Rollins:  "The 
most  difficult  thing  for  me  to  do  is 
turn  over  the  running  of  my  com- 
pany." Made  $70  million  on  Inter- 
medics  stake;  Fla.,  Ga.  ranchland. 
Worth  at  least  $740  million. 


S.C.  Johnson  &  Son.  Racine,  Wis. 
60.  Married,  4  children.  Great- 
grandson  of  parquet  flooring  sales- 
man who  founded  wax  co.  1886. 
Glo-Coat  floor  wax  beat  Depres- 
sion; 1987  estimated  sales  over  $2 
billion.  Sam  joined  1954,  chrmn. 
1967.  Added  nonwax  items  (Raid, 
Glade);  personal  care  (Edge,  Agree); 
loint  venture  interest  Check-Up 
toothpaste  line  1987.  Took  Johnson 
Worldwide  Assocs.  public  late  1987 
(sales,  $194  million;  recreational 
accessories,  canoes,  etc.).  At  59  got 
license  to  pilot  icts.  All  children 
with  tirm:  Curt,  33,  runs  $90  mil- 
lion Wind  Point  Partners  venture 
capital  fund;  also  Helen,  31;  Fisk, 
30;  Winifred,  29.  Sam's  60%,  etc. 
worth  over  $710  million. 
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Brothers.  Real  estate.  NYC.  Jack: 
64.  Widowed,  }  children.  Lew:  61. 
Twice  divorced,  2  children.  Rudin 
Management  founded  1924  by  fa- 
ther Samuel,  his  brothers,  to  man- 
age Bronx,  Manhattan  apartments, 
lack  and  Lew  joined  1946;  added 
mid  town  office  space  (incl.  NY 
Merchandise  Mart).  Inbred  philoso- 
phy: never  sell.  Rudin  Management 
now  owns  over  4,000  apts  ,  8  mil- 


Among 

The  Forbes  Four  Hundred, 

8  are  in  their  30s 

46  are  in  their  40s 

88  are  in  their  50s 

134  are  in  their  60s 

78  are  in  their  70s 

42  are  in  their  80s 

4  are  in  their  90s 

lion  sq.  ft.  prime  Manhattan  office 
space;  much  built  1950s-60s.  Led 
tax  prepayment  drive  to  keep  NYC 
afloat  late  1970s:  "We  had  to  do 
something.  We  couldn't  very  well 
pick  up  our  buildings  and  move 
them  across  the  George  Washing- 
ton Bridge."  Lew  founded,  chairs 
Association  for  a  Better  New  York; 
Jack  heads  NYC  Marathon  com- 
mittee. Both  press  shy;  together, 
worth  minimum  $1.4  billion. 


Banking,  investments.  Minneapo- 
lis. 73.  Married,  3  sons  in  business. 
Son  of  Iowa  RR  brakeman,  left  col- 
lege to  sell  cars.  Took  over  Minne- 
apolis bank  holding  co.  after  broth- 
cr-in-law  ceo  died  1955.  Bought, 
rejuvenated  dozens  of  upper  Mid- 
west banks;  turned  failing  bus  co. 
into  MEI  Corp.,  third-largest  Pepsi 
bottler,  sold  for  $160  million  profit 
1985.  "We  do  things  in  a  small  way 
and  watch  them  grow."  Corporate 
raiding  partner  of  Irwin  Jacobs 
tuhich  .sec),  owns  Minnesota  (base- 
ball) Twins,  25%  (football)  Vikings. 
Pumped  $200  million  into  $675 
million  bailout  of  2  Texas  thrifts: 
"I've  got  a  great  deal  of  confidence 
in  Texas."  Banks,  real  estate,  etc. 
worth  at  least  $670  million. 


Russell  Stover  Candies,  Inc.  Kansas 
City,  Mo.  68.  Married,  3  children. 
After  Stanford,  WWII  in  Navy, 
bought  small  paper  box  company 
1950;  supplied  Stover  candies.  Saw 
potential  in  Russ  and  Clara  Stover's 
homemade  confections;  bought 
"bungalow"  company  1960,  $7.5 
million,  went  public  same  year. 
Took  private  1981;  now  nation's 
largest  boxed-candy  producer.  "Bot- 
tom-line businessman"  insists  on 
top-quality  ingredients;  co.  now 
worth  near  $600  million.  Plays 
cowboy  "once  in  a  while"  on  two 
Montana  ranches;  2  sons  "doing 
better  in  the  business  than  I  am." 
He's  doing  fine:  worth  at  least  $650 
million.  "I  think  candy  has  proved 
to  be  a  recession-proof  industry." 


(  vefa.  (  <////  (fCoooy. 

Media.  Houston.  83.  Widowed,  2 
children.  Daughter  of  state  rep.;  ap- 
pointed Texas  House  of  Rep.  parlia- 
mentarian age  20;  4  years  later  mar- 
ried former  governor,  Houston  Post 
publisher  William  Hobby  (d.  1964); 
ran  for  state  legislature  age  25,  lost; 
HEW  Secretary  under  Eisenhower. 
Self-described  liberal  Republican. 
Children  carry  on  tradition  of  pub- 
lic service:  William  Jr.  Texas  lieu- 
tenant governor;  daughter  Jessica 
Catto  published  Washington  Jour- 
nalism Renew  H&C  Communica- 
tions; now  1  radio,  6  tv  stations; 
sold  Post  1983,  donated  Reiiew  to  U. 
Maryland.  Soft  Texas  tv  market 
drops  tv  stations'  value;  estimated 
fortune  now  some  $650  million. 
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Entrepreneur.  Minneapolis.  74. 
Married,  2  daughters.  Father  Swed- 
ish immigrant  grocer;  Curt  worked 
in  store  after  school.  After  U.  of 
Minn.  (1937)  sold  soap  for  Procter 
&  Gamble,  $85/week.  With  $50 
loan,  started  Gold  Bond  Trading 
Stamp  Co.  1938.  Built  one-man 
conglomerate  with  $4.1  billion  rev- 
enues (hit  50th  anniversary  1988): 
TGI  Friday's  restaurants  (owns 
78%),  Radisson  hotels  (42,000 
rooms,  many  franchised),  Ask  Mr. 
Foster  travel  agencies,  etc.  High- 
pressure:  exec,  offices  called  Ulcer 
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Building  a  collection  can  take  y 
Collecting  on  insurance  shouldnt 
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We  can't  replace  your  collection.  No  one  can.  But  what  we  can  do  is  craft  an  instance 
olicy  as  distinctive  as  your  collection.  That  means  we  understand  your  problems  and  weftjfact 

uickly  it  you  have  a  claim.  It  means  a  painful  loss  does  not  have  to  be  an  endless    i %jh-sj 

eadache,  too.  | 

Our  people  are  experts.  And  that  stands  to  reason,  because  Chubb  covers  J,  \ 

lore  private  collections  than  anyone  else.  For  information,  call  800  922  0533.    I -Jfe^ 


v>(  iroupot  Insurance  Omipanies  is  proud  ro  participate  in  "American  Playhouse'.' Watch  tor  it  on  PBS. 
jucsbi  Manheim  Galleries,  New  Orleans. 
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Alley.  Hobbies:  "I  enjoyed  playing 
golf  but  I  gave  it  up.  It  was  more 
exciting  for  me  to  be  here  working 
on  deals."  Gave  $25  million  to  U.  of 
Minn.  1986;  considering  retire- 
ment. Worth  at  least  $650  million. 


It (//taw  \r/ay  /fiord 

Brother  and  sister.  Surviving  grand- 
children of  Henry  Ford  (d.  1947;  see 
Ford  family)-  Family-held  Class  B 
stock  still  controls  40%  of  compa- 
ny. William:  63.  Grosse  Pointe 
Shores,  Mich.  Married  to  heiress 
Martha  Firestone,  4  children.  Ath- 
letic youth;  Ford  director  while 
Yale  undergrad.  Bought  Detroit  Li- 
ons 1961  for  $6  million:  enthusias- 
tic owner,  mediocre  team.  Popular 
with  family,  thought  shoo-in  for 
chairman's  seat  on  Henry  IPs  re- 
tirement 1980  but  passed  by.  Son 
William  Clay  Jr.,  30,  on  board.  With 
Ford  stock,  Lions,  real  estate  for- 
tune, worth  at  least  $630  million. 
"What  William  Clay  Ford  would 
like  to  say  to  all  those  ambitious 
Young  Turks  who  dream  of  making 
that  Forbes  list  is  that  being  rich 
could  screw  up  their  lives."  Jose- 
phine (Dotie):  65.  Grosse  Pointe 
Farms,  Mich.  Married  into  unrelat- 
ed Ford  family,  4  children.  Son  Al- 
fie  joined  Hare  Krishna;  took  name 
of  Hindu  king  who  gave  up  wealth 
to  serve  Krishna.  Her  stock,  other 
assets,  worth  at  least  $340  million. 
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Brothers.  Textiles,  investments. 
Heirs  of  Seth  Milliken,  who  co- 
founded  dry  goods  jobber  Deering, 
Milhkcn  &  Co.  1865  with  William 
Deering  (who  left  to  found  Interna- 
tional Harvester).  Seth  financed 
fledgling  southern  mills,  took  over 
when  Depression  ravaged  them. 
Roger  now  chairman  Milliken 
Mills,  world's  largest  private  textile 
firm;  even  sales  a  closely  guarded 
u  ret  (estimated  over  $2  billion). 
Gcrrish:  "We're  very  averse  to  any- 
■I  "\  ing."   Roger  closed  one 

mil'    ll)S6  after  vote  to  unionize; 
Supn  me  Court  overruled,  workers 
oi  $5  million.  Led  anti-im- 
port  "Crafted  with  Pride"  p.r.  blitz 


1985:  "We  are  sacrificing  our  indus- 
trial base  on  the  altar  of  free  trade,  a 
god  no  other  nation  worships." 
Also  40%  Mercantile  Stores.  Roger: 
Spartanburg,  S.C.  72.  Married,  5 
children.  Yale-educated;  survived 
helicopter  crash  1984;  hard-driving: 
"It's  always  been  work,  work, 
work."  Brother  Gerrish:  Green- 
wich, Conn.  71.  Married;  4  sons,  2 
daughters.  After  Army,  took  start- 
ing job  in  cotton  mill  in  Union, 
S.C;  retired  1986  but  keeps  NYC 
office.  Roger  worth  at  least  $630 
million;  Gerrish  $430  million. 
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Father  and  son.  Masco  Corp. 
Grosse  Pointe  Farms,  Mich.  Alex: 
87.  Married,  2  children.  Began 
small  screw-manufacturing  compa- 
ny after  emigrating  from  Armenia 
1929.  Went  public  1936;  added 
plumbing  supplies.  Passionate  tin- 
kerer:  One-handled  Delta  faucet  in- 
vention, 1954,  made  Masco's  for- 
tune. Retired,  chairman  emeritus. 
Active  in  promoting  Armenian 
causes;  donated  former  Detroit  res- 
idence for  mayoral  mansion  1965. 
Alex'  shares  in  Masco  Corp.,  other 
assets  worth  over  $262  million. 
Richard:  52.  Married,  3  children. 
Studied  economics  at  Yale;  led  di- 
versification into  other  metalwork- 
ing  fields.  "Nothing  we  develop  is 
the  stuff  dreams  are  made  of — they 
just  make  money."  Acquired  about 
100  companies  starting  in  early 
1960s.  Spun  off  Masco  Industries 
(commercial  products)  from  Masco 
Corp.  (consumer  products)  1984. 
Now  chairman,  ceo  of  both.  Re- 
spected art  collector;  over  1,800 
paintings,  most  19th-century 
American.  Enjoys  boating;  Masco 
holdings,  art  and  other  assets  val- 
ued at  over  $625  million. 
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Washington  Post  Co.  Washington, 
D.C.  71.  Widowed,  4  children.  Fa- 
ther Eugene  Meyer  bought  bank- 
rupt Post  after  building  Allied  Corp. 
forerunner.  Kay,  husband  Philip 
took  over  1946.  Restored  Post  prof- 
itability, expanded,  bought  News- 
week   1961.    Since    Philip's    death 


1963,  ex-housewife  proved  canny 
chief:  Watergate  scoop  1972,  vio- 
lent strike  settled  1975.  Son  Don- 
ald, 43,  Post  publisher  from  1979; 
daughter  Lally  Weymouth  Post 
writer.  Also  4  tv  stations,  expand- 
ing cable.  Total  revenues:  $1.3  bil- 
lion. Voting  rights  recently  altered 
to  tighten  family  hold.  Kay,  with 
son,  other  family,  has  stock  and 
assets  worth  over  $600  million. 
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Sports  concessions.  East  Aurora, 
N.Y.  48.  Married,  6  children.  Bros. 
Marvin,  Louis,  Charles  ran  early 
sports  concessionaire;  "Angel  of 
Baseball"  bailed  out  pro  baseball 
clubs  1920s-30s,  won  long-term 
concession  contracts  (Detroit,  Mil- 
waukee, Chicago,  etc.).  Jerry  (Lou's 
son)  took  over  1968,  diversified; 
Delaware  North  Cos.  now  $1.5  bil- 
lion (sales)  private  sports  behe- 
moth: $420-million-a-year  pari- 
mutuel  (dog  and  horse  tracks), 
$300-million-a-year  concession- 
aire; parking,  sports  publishing,  etc. 
"We're  avaricious  as  hell."  Owns 
Boston  Bruins  hockey  club,  famed 
Boston  Garden.  Jerry  bought  out 
two  brothers;  fat-margined  busi- 
nesses worth  at  least  $600  million. 


65  members  of 

The  Forbes  Four  Hundred 

have  fortunes  derived 

principally  from 

financial  operations. 

(In  1987,  69.) 
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THE  WALDORF  •  LONDON 


PART  OF  THE  FINEST  COLLECTION 
OF  HOTELS  IN  THE  WORLD. 


What  is  The  Waldorf? 


It  is  an  hotel  that  still  reflects  all  the 

luxury,  opulence  and  stylish  high  living  that 

_  m  The    Waldorf    name 

was  synonymous  with 

80  years  ago. 

It  is  a  remarkable 

triumph  of  Edwardian 

baroque.    Its    elegant 

ide  flanked  by  eight  huge  Ionic  columns 

The  Waldorf  to  be  described  as  "a  new 

Iace  for  the  people". 
It  is  the  famous  Palm  Court.  People  come 


led 


from  all  over  the  world  to  tango  in  the  spectacu- 
lar glass  ceilinged  lounge  during  The  Waldorf  s 
legendary  tea  dances. 


It  is  290  rooms 
and  18  suites.  All  individually  designed 
and  all  reflecting  the  standards  of  comfort 
youd  expect  from  the  first  hotel  to  have 
electric  lights  and  telephones  in  every  room. 

It  is  in  the  unique  surroundings  of 
London's  theatre  land.  Famous  stage  and 
media  people  regularly  gather  at  The  Waldorf 
creating  an  exciting,  lively  atmosphere 
throughout  the  hotel. 

It  is  totally  unique. 

But,  above  all,  it  is  Trusthouse  Forte. 


Thisthouse  Forte  H 
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JSTRALIA,  TOLL  FREE  0TJ8-222  446  BAHRAIN.  TOLL  FREE  231021  BELGIUM  BRUSSELS  (02)  649  2110  CANADA.  TOLL  FREE  1  800  225  5843  DENMARK.  COPENHAGEN  (01)  13  5544  FRANCL  '• 
UBUN  (01)  764401  ITALY,  MILAN  (02)  66981881  JAPAN,  TOKYO  (03)  508  2351  NETHERLANDS.  AMSTERDAM  (020)  737777  NORWAY,  OSLO  (02)  41 7020  SAUDI  ARABIA,  JEDDAH  TOLL  FREE  6- 
KDEN.  STOCKHOLM  (08)  66301 15  SWITZERLAND.  ZURICH  (01)  21 1  0806  UNITED  ARAB  EMIRATES.  DUBAI  (04)  245246  UK.  LONDON  (01)  567  3444  USA.  TOLL  FREE  4-800  225  5843  WEST  GERMA 
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r  MADE  IN  JAPAN 


And  California.  And  North  Carolina.  And  Georgia. 

A        1  (~\\    •      Just  because  a  product  says  Mitsubishi  on  the  front,  doesn't  necessarily 
ilTlQ  v_yillO.  mean  it  says  made  in  Japan  on  the  back. 

We  have  a  television  assembly  plant  in  Santa  Ana,  California.  A  semiconductor  assembly 
and  testing  plant  in  Durham,  North  Carolina.  A  television  and  cellular  mobile  phone 
assembly  plant  in  Braselton,  Georgia.  And  an  automobile  parts  plant  in  Cincinnati,  Ohio. 

We  employ  nearly  3,000  Americans.  We  buy  parts  and  materials  from  local  suppliers. 
And  we  do  our  best  to  strike  a  balance  between  imports  and  exports. 

So  even  though  our  home  base  is  in  Japan,  we  intend  to  be  a  positive  force  in  the 
American  economy  for  years.  ▲ 

And  years  And  years  And  years    ^  MITSUBISHI  ELECTRIC  AMERICA 


645  Fifth  Avenue,  Suite  505,  New  York,  NY  10022.  For  a  complete  overview  of  the  Mitsubishi  Electric  America  group  of  companies,  call  1800)  556-1234  ext  245  (In  California  (800)  441-2345  ext.  245,1 


Hartmann  Tradition... 
the  shape  of  things  to  come. 


Handcrafted  since  1877." 

Hartmann  Ridge  Twill.™  A  brand  new  look  created  within  our  longstanding  tradition  of 

quality.  Elegantly  handcrafted  in  durable  100%  nylon  Ridge  Twill,  specially  treated  with  TEFLON* 

to  repel  dirt,  grease  and  stains.  The  garment  bag  features  our  patented  Grip  Lock  System,™ 

ideally  suited  for  most  hangers.  All  styles  have  full  grain  leather  trim  and  our  unique 

Comfort  Carry'"  strap.  Available  in  taupe  with  rich  cognac  trim,  or  black  with  handsome 

black  trim.  Hartmann  Ridge  Twill.  New  designs  in  lasting  luxury. 


Mlttl  HjftmcnntfMlan   Dept  l««l  HarlnunnDi    Lttunon  /fcnnKMt  37087       <■  l988H»lmjnn  luggtgt 
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Hartmann  Ridge  TwilFis  available 
at  these  and  other  fine  stores. 


ALABAMA 

KANSAS 

NORTH  CAROLINA 

Gayfers 

Bag  &  Baggage 

Hamilton  Luggage  & 

Mori  Luggage  &  Gifts 

Jones  Store  Co. 

Handbags 

Rich's 

Nicholas  Luggage  &  Gifts 

OREGON 

ALASKA 

KENTUCKY 

Burk's  Travelware  Center 

Klondike  Gold  Company 

Leather  Inc. 
McAlpin's 

Byrnes  Luggage 

CALIFORNIA 

PENNSYLVANIA 

boots  &  baggage 

LOUISIANA 

Boston ian  Ltd.  of  State 

Emporium-Capwell 

Maison-Blanche 

College 

H.  Savinar  Luggage 

The  White  House 

Hamilton  Luggage  & 

John's  Fifth  Avenue 

Handbags 

Peninsula  Luggage 

MARYLAND 

Specialty  Luggage  of 

Rooten's  Luggage 

Camalierand  Buckley 

Pittsburgh 

Straus  Leather  Goods 

Luggage  Lane 

Terminal  Luggage  &  Gifts 

The  Complement 

TravelWares  of  Sewickley 

CANADA 

Gold's  Luggage  Shop 

MASSACHUSETTS 

SOUTH  CAROLINA 

Ltd. -Toronto 

Brett's 

Ayers  Leather  Shop,  Inc. 

C.  C.  Hoss&  Company 

Mori  Luggage  &  Gifts 

COLORADO 

Leather  World 

Rich's 

The  Luggage  Depot 

MICHIGAN 

TENNESSEE 

CONNECTICUT 

Harrison's  Luggage 

Castner-KnottCo. 

Norwalk  Luggage 

Liebermann's 

Fischer-Evans 

Company 

London  Luggage  Shop, 

Hamilton  Luggage  & 

Silvers  of  Westport 

Inc.  of  Detroit 

Handbags 

Steven's  Luggage 

Traveler's  World 

Luggage  &  Leather 

Taylor's  Luggage 

Wellington  Ltd.  of 

Mori  Luggage  &  Gifts 

Wagner's 

Midland 

Nashville  Trunk  &  Bag 
Proffitts 

DISTRICT  OF 

MINNESOTA 

COLUMBIA 

Great  Luggage 

TEXAS 

Camalierand  Buckley 

Luggage  'n  Leather 

Eibands 

Lanes  Luggage 

Thiss 

Jones  &  Jones 

The  Complement 

MISSISSIPPI 

The  White  House 

FLORIDA 

Gayfers 

VIRGINIA 

Belk  Lindsey 

Camalierand  Buckley 

Burdines 

MISSOURI 

The  Complement 

Gayfers 

Barth's-Battlefield  Mall 

Hamilton  Luggage  & 

Luggage  World 

Jones  Store  Co. 

Handbags 

Maison-Blanche 
Pedigo's  Luggage 

Nicholas  Luggage  &  Gifts 

WISCONSIN 

NEBRASKA 

That's  Our  Bag 

GEORGIA 

Bag  &  Baggage 

Deals  Luggage  of  Macon 
Mori  Luggage  &  Gifts 

Choice  Luggage,  Inc. 

Rich's 

NEW  HAMPSHIRE 

IDAHO 

The  Suitcase  Inc. 

Whipples 

NEW  JERSEY 

ILLINOIS 

Luggage  &  Leather  Goods 

Carson,  Pirie,  Scott 

NEW  YORK 

Deutsch  Luggage 
Elkes  Travel  Shop 
Flite  Luggage 
Luggage  Limited,  Inc. 

Cedar's  Luggage 
E.  Vincent 
Ledererde  Paris 
National  Luggage 

INDIANA 

Tri  City  Luggage 

Brenner  Luggage 

IOWA 

The  Stationery 

wmtc 

Handcrafted  since  1877.™ 
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Real  estate.  Milton,  Mass.  57. 
Married,  5  children.  Irish  immi- 
grant, landed  in  Baltimore  1950 
with  $32  in  pocket.  Built  first 
apartment  project,  4-family-unit 
building,  Boston  1959;  amassed 
5,500  units  Boston  area,  N.H.,  R.I. 
Began  building  commercial  proper- 
ty, got  caught  in  mid-1970s  real 
estate  bust,  stayed  liquid  doing 
workouts  for  banks.  Now  has  4 
million  sq.  ft.  offices,  2.5  million 
sq.  ft.  malls,  3,400-room  Tara  ho- 
tel chain,  nursing  homes,  rv  sta- 
tions; New  England's  biggest  de- 
veloper. Few  partners,  modest  le- 
verage. Not  incorporated,  just  files 
personal  tax  return.  Lives  on  less 
than  $100,000/year.  Worth  at  least 
$600  million.  "It's  not  my  inten- 
tion to  rule  the  world." 


\oAa>tcle4  crl&nwu  zD-ua&n, 

Conglomerator.  NYC.  79.  Married; 
4  children,  1  son  in  business.  Price 
Waterhouse  CPA,  left  for  Defense 
Dept.  1941;  represented  Treasury 
Dept.  at  Bretton  Woods  1944.  Tex- 
tron vp  postwar;  wanted  diversifi- 
cation, found  Textron  too  slow. 
Left  to  form  Dyson-Kissner  (now 
also  Moran)  1949,  built  DKM  con- 
glomerate with  mundane  but  prof- 
itable private  cos.  (nearly  $1  billion 
sales),  real  estate,  large  public  hold- 
ings (Esterline,  Neoax,  Varlen). 
"We're  always  into  something 
new."  LBO  firms  making  it  tough 
to  find  values:  "We're  in  there 
fighting,  it's  a  lot  of  fun."  His  91% 
DKM  worth  fun  $600-million-plus. 


Brothers.  Oil  services.  Two  of  four 
sons  of  Fred  Koch  (d.  1967),  co- 
founder  Koch  Industries  (now  $13 
billion  private  oil  giant).  Nasty  3- 
year  battle  for  co.  control  with 
brothers  Charles,  David  (see  both) 
ripped  Koch  early  1980s.  Bill 
claimed  paltry  dividends,  poverty: 
"I'm  one  of  the  wealthiest  men  in 
America,  and  I  had  to  borrow  mon- 
ey to  buy  a  house."  Fred  joined 
Bill's  takeover  bid;  $1.5  billion 
buyout  of  Bill,  Fred,  others'  48% 
Koch  settled  spat  1983.  Bill  (Da- 
vid's twin):  Boston.  48.  Married,  1 
child.  Founded  Oxbow  Corp.  ($2 
billion  energy  trader)  with  half 
buyout  money;  operates  Nev.  geo- 
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thermal  electric  plant;  markets, 
trades  coal,  etc.  "We're  just  a  bunch 
of  eastern  farm  boys  trying  to 
scratch  out  a  living."  Bill  scratches 
with  at  least  $600  million.  Fred: 
Monaco,  NYC.  55.  Single.  Chose 
Harvard,  then  Yale  Drama  over 
MIT;  not  Dad's  favorite:  "Fred 
thought  Freddy  just  indulged  his 
pleasures  in  art  and  music."  Now 
reclusive  art  collector,  restorer. 
Worth  at  least  $450  million. 


Country  clubs.  Dallas.  62.  Married; 
1  son  in  business,  1  daughter.  Born 
poor  in  Arkansas.  After  Navy  got 
business,  engineering  and  2  law  de- 
grees; was  lawyer  for  H.L.  Hunt. 
Opened  first  country  club,  Dallas 
1957,  as  sideline,  got  hooked. 
Moved  into  city  clubs  1965.  Club- 
Corp  International  now  225  clubs 
with  everything  from  rack  of  lamb 
to  racquetball.  Huge  cash  flow  from 
dues.  Bought  Pinehurst,  N.C.  resort 
1984;  resorts  division  plans  $100 
million  expansion.  "Things  are  so 
bad  in  Texas,  I  figured  you'd  take 
me  off  this  year."  Unlikely,  with 
net  worth  in  real  estate,  etc.  esti- 
mated at  least  $600  million.  Plans 
to  give  one-third  away  while  alive: 
"They  don't  put  luggage  racks  on 
hearses." 


Jpevru   jr.  «_  'tlcwe 
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15  members  of 

The  Forbes  Four  Hundred 

have  fortunes  derived 

principally  from 

high  technology. 

(In  1987,  16.) 


Shopping  centers.  Houston.  60. 
Married,  3  children.  Bom  to  poor 
Polish  Jewish  immigrants;  ghetto- 
born  Jerry  high  school  dropout. 
Started  plumbing  business  age  18; 
12-year  gig  selling  vacuum  clean- 
ers. With  savings,  built  low-cost 
Houston  housing;  bought  first  strip 
center  1966.  His  Jerry  J.  Moore  In- 
vestments now  controls  152  cen- 
ters, 19  million  sq.  ft.  of  mall  space; 
80%  in  struggling  Houston.  "We 
were  pickin'  the  men  from  the 
boys.  Now  we're  pickin'  the  men 
from  the  men  down  here."  Tends 
428-car  collection;  bought  Greta 
Garbo's  Duesenberg  for  $1.4  mil- 
lion 1987.  "My  IQ  is  about  20 
points  above  genius.  That's  half- 
way to  being  insane."  Worth  well 
over  $600  million. 


Teledyne,  Inc.  Los  Angeles.  71. 
Married,  5  children.  Son  of  Texas 
rancher,  set  his  sights  early  on  big 
business.  Annapolis  and  MIT,  then 
Hughes  Aircraft  and  Litton  Indus- 
tries. At  Litton  met  George  Koz- 
metsky,  with  whom  started  Tele- 
dyne  1960s;  financed  by  Arthur 
Rock.  Now  over  100  companies  in 
aviation,  electronics,  more.  Major 
spinoffs:  Argonaut  Group  (insur- 
ance), American  Ecology.  More  ex- 
pected. Architect  of  large-scale  di- 
\cstiture  and  stock  buybacks. 
Known  Teledyne  and  other  stock 
holdings  worth  at  least  $590  mil- 
lion. "1  think  the  most  important 
thing  facing  the  company  will  be 
the  development  ot  the  executive 
Staff"  for  succession. 


Inheritance  (Dow  Jones  &  Co.).  Co- 
hasset,  Mass.  and  Sarasota,  Fla.  76. 
Thrice  widowed,  once  divorced. 
Only  living  grandchild  of  Clarence 
Barron,  builder  ot  Dow  Jones  em- 
pire [Wall  Street  Journal,  Dow  Jones 
ticker,  1902;  Barron's,  19211,  d. 
1928.  Jane  shy  and  reserved.  Dow 
Jones  director  1950-85.  Once  avid 
sailor  and  nder;  played  summer 
stock  opposite  Humphrey  Bogart. 
Major  benefactress  Boston-area 
hospitals  and  schools.  "She  doesn't 


73  members  of 

The  Forbes  Four  Hundred 

have  fortunes  derived 

principally  from  media 

enterprises. 

(In  1987,  75.) 

call  attention  to  herself  in  any  way. 
You  would  never  know  that  she 
was  one  of  the  richest  people  in  the 
country."  Daughter  Martha  S. 
Robes  now  a  director.  (See  also  Ban- 
croft  family,  William  Cox  Jr.)  Post- 
crash,  Jane's  one-third  of  family 
stockholdings,  etc.  worth  some 
$590  million. 


Broadcasting,  banking.  Houston; 
Washington,  D.C.  63.  Married,  1 
son.  Born  in  D'Lo  ("Damn  Low") 
Mississippi,  son  of  Houston  cafe 
owner;  practiced  law  in  Houston. 
Made  first  million  by  age  30  after 
co-founding  Texas  S&L.  Bought 
now-folded  Washington  Star,  but 
kept  D.C.  television  station,  WJLA 
(renamed  with  Allbritton's  ini- 
tials), now  worth  $325  million.  Be- 
gan acquiring  Riggs  National  Bank 
stock  1979:  "We  begin  with  a  bank 
with  a  superb  reputation,  great  his- 
torical roots  and  a  very  clean  set  of 
books."  Allbntton  Communica- 
tions now  has  5  television  stations, 
1  newspaper.  Net  worth,  also  in- 
cluding Houston  bank,  insurance, 
should  be  at  least  $590  million. 
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People  in  widely  divergent  businesses  agree  on  one  method  of  transportation: 
the  Beechcraft  King  Air.  The  industry's  quality  leader. 

Comfortable,  reliable,  able  to  accommodate  up  to  10,  the  King  Air  is  more 
efficient  to  buy  and  fly  than  any  jet.  That's  one  reason  it's  preferred  more  than  two 
to  one  over  any  other  single  line  of  corporate  airplanes-turboprop  or  jet. 

King  Air.  Your  office  in  the  air,  with  ample  room  to  meet,  plan,  discuss  and 
rehearse.  You  can  even  keep  in  touch  with  the  office  on  the  optional  airborne 
telephone.  All  without  the  hassles  of  airline  schedules  and  crowded  hubs. 

And  when  the  day's  work  is  done,  you  can  stretch  out  in  a  seat  covered  in  fine 
fabrics  or  leathers,  adjust  your  personal  reading  light,  turn  on  the  stereo-and  start 
to  get  in  shape  for  tomorrow's  challenges. 

The  Beechcraft  King  Air.  Call  1-800-835-7767,  Ext.  7094  today  and  learn  more 
about  how  it's  gotten  3,100  different  companies  off  the  ground. 
Beechcraft.  Where  new  ideas  take  flight. 


beechcraft 
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Brother  and  sisters.  Hallmark 
Cards.  Kansas  City,  Mo.  Children 
of  Joyce  Hall  (d.  1982),  son  of 
midwestern  preacher,  began  selling 
postcards  1906  at  15;  then  greeting 
cards.  Friend  Norman  Rockwell 
illustrated  Christmas  cards.  Hall- 
mark longtime  leader  in  industry, 
sales  over  $2  billion;  in  over  100 
countries,  20  languages;  also 
Crayola  Crayons;  12  Spanish-lan- 
guage tv  stations.  Joyce  left  much 
of  fortune  to  charity,  including 
proceeds  from  sale  of  stock  to 
employee  stock  plan.  Independent 
estate  now  threatened  by  IRS 
claim.  Children:  "Just  plain  Mid- 
west folk  who  happen  to  be  the 
progeny  of  a  genius."  Donald:  Mis- 
sion Hills,  Kans.,  60.  Married,  3 
children.  His  share  of  private  co. 
worth  $560  million.  Barbara:  Kan- 
sas City.  65.  Widowed,  2  children. 
Design  critic,  has  stock  worth 
$285  million.  Elizabeth:  Denton, 
Tex.,  66.  Married,  1  child.  Her 
stock  worth  $285  million. 


Shipping,  real  estate.  NYC.  91.  Di- 
vorced, remarried;  1  daughter  by 
first  marriage,  2  stepchildren.  Son 
of  Mich,  real  estate  agent.  Quit 
school,  borrowed  $5,000  at  19  to 
convert  old  steamer.  With  charter 
from  oil  companies  as  collateral, 
built  world's  3rd-largest  tanker 
fleet.  Widely  diversified:  S&Ls, 
real  estate,  mines,  oil  &  gas.  Sank 
over  $1  billion  in  Brazilian  wood- 
pulp  empire;  lost  8-year  fight  with 
Amazon  jungle,  Brazilian  govt. 
Foreign  assets  owned  by  Zurich 
cancer  institute.  Once  told  em- 
ployee: "Workin'  on  a  deal  is  bet- 
ter than  a  climax."  Has  sold  off 
some  of  empire;  still  has  NYC, 
N.J.  real  estate,  shipping.  Believed 
worth  over  $550  million. 
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Food  processing,  real  estate.  San- 
ford,  Fla.;  Duluth,  Minn.  70.  Mai 
ried,  3  children.  "Jeno"  quit  junior 


college,  sold  fruit  to  support  family. 
Borrowed  $2,500,  turned  bean 
sprout  crop  into  Chun  King  canned 
Chinese  food  1944;  sold  to  R.J. 
Reynolds  for  $63  million  1966. 
Founded,  turned  Jeno's  Pizza  over 
to  kids  1967;  sold  to  Pillsbury  1985, 
$147  million.  Strengths:  market- 
ing, cost  management,  work  phi- 
losophy— "Run,  don't  walk."  De- 


30  members  of 
The  Forbes  Four  Hundred 

have  fortunes  derived 

principally  from  oil  &  gas. 

(In  1987.  29.) 

veloping  ultramodern,  3,000-acre 
planned  community  near  Orlando, 
plus  5,000  prime  acres.  Shut  down 
Fla.  startups  Pizza  Kwik,  China 
Kwik  1988;  string-puller  for  Du- 
luth's  down-and-out.  Net  worth, 
with  family,  exceeds  $550  million. 


/Ac/wr/  £ee  .   ftoocfu 

American  National  Insurance.  Gal- 
veston, Tex.  53.  Divorced,  remar- 
ried; 4  children,  4  stepchildren. 
Great-grandfather  William  Lewis 
Moody  came  from  Va.  1860s, 
launched  cotton,  banking  business- 
es. Grandfather  William  Jr.  founded 
ANI  1903;  added  newspapers,  hotel 
chains,  ranchland  to  virtual  insur- 
ance monopoly.  Died  1954,  split  as- 


sets between  family  trust,  charita- 
ble foundation;  family  infighting 
ensued.  Robert  bought  foundation's 
51%  Moody  National  Bank  shares 
1979;  through  it  controls  family 
trust's  35%  ANI,  etc.  Brother 
Sheam  awaiting  sentencing  for  de- 
frauding family  trust.  Robert's  esti- 
mated worth  $550  million. 
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Real  estate.  Stockton,  Calif.  65. 
Married,  4  children.  Left  father's 
bakery  1956  to  sell  sandwiches  to 
migrant  farm  workers.  Built  first 
apartment  complex  1960.  A.G. 
Spanos  Construction  (revenues 
$345  million)  went  on  to  build 
60,000  apts.  across  Sunbelt.  Logs 
6,000  miles  weekly  on  private  jets; 
2  sons,  2  sons-in-law  in  business. 
Famous  for  dance  routine  with  golf 
buddy  Bob  Hope,  performed  at 
benefits.  Owns  1,600  prize  Stock- 
ton acres,  recently  rezoned  for  de- 
velopment; 62%  San  Diego  (foot- 
ball) Chargers.  Joined  raider  Paul 
Bilzerian,  Ed  DeBartolo  (which  see) 
took  over  Singer  1988.  "I  love  the 
acquisition  business."  Net  worth 
believed  to  exceed  $550  million. 
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Media.  Virginia  Beach,  Va.  61.  Mar- 
ried, 3  children.  Uncle  Samuel 
Slover  arrived  Va.  1900,  was  offered 
interest  in  ailing  Va.  paper  if  he 
halted  red  ink;  did  so  in  one  year. 
Raised  by  uncle,  Harvard  M.B.A. 
Frank  became  publisher  1954. 
From  one  paper  (flagship  now  Nor- 
folk Virginia-Pilot/Ledger-Star),  ag- 
gressively built  Landmark  Com- 
munications: first  cable  franchise 
1963  (now  533,000  subscribers),  10 
dailies,  29  weeklies,  2  tv,  2  radio 
stations.  Frank:  "It  was  no  big 
deal."  Started  Weather  Channel 
with  meteorologist  John  Coleman 
1982;  bought  Coleman  out,  now 
very  profitable.  Bought  distant  fam- 
ily shares  1986.  Frank's  38%  worth 
over  $550  million. 
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Cable  television.  Oyster  Bay,  N.Y. 
62.  Married,  6  children.  Raised  in 
Cleveland,  earned  $2/week  writing 
Boy  Scout  column  for  local  paper. 
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You  Cant 

Walk  Around 

Telling  People 

You're  Successful 


Symbols  Of  Success 


STETSON  HBSiSTOi  dobbs®  £ 


Adam-  Austin  ^  mm[ 


AUTHENTIC  HAT 


He  wean  a  Stetson. 

Watch  for  Indiana  Jones  and  the  Last  Crusade 

opening  summer  of  1°8°. 
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Reslstol,  the  official  hat  of  the 
Gene  Autry  Western  Heritage  Museum 
opening  In  Los  Angeles  November,  1988. 


LOHDOn 
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Roy  Rogers  and  Dale  Evans 

proudly  wear  Reslstols,  the  official  hat 

of  the  Roy  Rogers-Dale  Evans  Museum, 

Vlctorvllle,  California. 


Available  at  better  stores  throughout  America. 
For  more  information  call  1-800-872-7022  ext,  HAT 


RHE  HEADWEAR,  INC. 

3301  Castlewood  Road,  Richmond,  VA  23234 
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Came  to  New  York  1952,  made  in- 
dustrial films.  Saw  cable  tv's 
growth  potential,  began  wiring 
NYC  hotels  I960;  won  Manhattan 
franchise  1965.  Realized  need  for 
exclusive  programming,  created 
Home  Box  Office;  sold  to  Time  Inc. 
1973.  Critics  say  sold  too  soon;  un- 
daunted, built  up  Cablevision  Sys- 
tems, now  nearly  1  million  sub- 
scribers; also  SportsChannel, 
American  Movie  Classics.  "The  in- 
dustry pays  a  lot  of  homage  to 
him."  Avid  sailor,  tennis  buff, 
"Dennis-the-Menace  looks."  His 
66%  Cablevision,  other  interests 
worth  $550  million. 
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Shopping  Centers.  Indianapolis, 
NYC,  Beverly  Hills.  Mel:  61.  Herb: 
53.  Both  divorced,  remarried;  5 
children  each.  Brooklyn-born  sons 
of  Manhattan  tailor;  both  attended 
City  College  of  New  York.  Mel  sold 
encyclopedias  in  Indianapolis  to 
supplement  Army  pay;  later  took 
$100/week  job  leasing  retail  space. 
Herb  joined  him,  formed  Melvin 
Simon  &  Associates  to  build  shop- 
ping centers  I960;  "Marx  Brothers" 
of  malls  now  nation's  second-larg- 
est mall  developer  with  56  million 
sq.  ft.,  another  13  million  managed. 
Building  massive  Newport  project 
in  N.J.  with  Sam  LeFrak  (which  see), 
Mel:  "The  chance  to  build  a  city  is 
not  often  available  in  the  20th  cen- 
tury." Also  developing  NYC  Gim- 
bel's  site  with  Larry  Silverstein 
(which  see).  Mel  turned  Hollywood 
movie  mogul  1970s;  produced  Love 
at  First  Bite,  Porky's.  "No  more 
scripts.  Please  don't  send  me  any 
more  scripts."  Rescued  ailing  Indi- 
ana (basketball)  Pacers  1983:  "It 
was  a  gift  to  the  town."  Mel  has  %, 
Herb  lA  of  fortune  worth  at  least 
$800  million.  "It  would  be  hard  to 
find  two  sweeter  guys  on  the  face  of 
the  earth." 
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Microsoft.  Bellevue,  Wash.  35.  Sin- 
gle. Attended  Seattle  prep  school 
with  boyhood  friend  William  Gates 
(which  see).  First  joint  venture:  mi- 
crocomputer to  determine  traffic 
patterns.      Cofounded     Microsoft 


13  members 

of  The  Forbes  Four  Hundred 

are  Texas  oilmen. 

1974;  Now  nation's  largest  com- 
puter software  seller.  Left  1983, 
beat  Hodgkin's  disease  with  radia- 
tion therapy;  founded  software 
startup  Asymetrix  Corp.  1985.  "I 
felt  like  having  my  own  operation." 
Hoops  nut:  Bought  pro  basketball's 
Portland  Trail  Blazers  for  estimated 
$70  million  1988;  keeps  in  shape 
with  own  backyard  court.  Sails  25- 
foot  cruiser,  plays  guitar.  Stock, 
etc.  worth  at  least  $540  million. 

cKotwt  faawcwta 
(&J)  &WW0*  III 

Turner  Broadcasting  System.  Ros- 
well,  Ga.  49.  Divorced  once  (2  chil- 
dren); separated  (3  more  children). 
Saved  late  father's  billboard  compa- 
ny; started  superstation  WTBS  At- 
lanta 1976,  cable  news  channel 
CNN  1980.  Pursued  CBS;  failed, 
bought  $1.4  billion  MGM  film  li- 
brary 1986.  Trimming  debt;  accept- 
ed investment  by  major  cable  oper- 
ators 1987,  sold  $150  million  pre- 
ferred CNN  stock  1988  (now  has 
66%  voting  control).  Launched 
movie  channel  TNT  Oct.  Sold  3.5 
million  shares  for  ongoing  divorce 
settlement  1988.  Settled  charges 
for  bringing  nonnative  wildlife 
onto  Florida  estate  with  donation 
to  animal  groups.  Walls  closing  in? 
TBS  stock  worth  $535  million. 


(&(/uJa4<ct  XoitcMvu ^zoAnio^n   III 

Money  management.  Boston.  58. 
Married,  3  children.  Father,  Brah- 
min lawyer  Edward  II,  bought  ail- 
ing Fidelity  Management  1946, 
built  into  major  mutual  fund  man- 
ager. "The  market  is  like  a  beauti- 
ful woman,  always  fascinating,  al- 
ways mystifying."  Son  "Ned"  ceo 
1972;  assets  $4  billion.  Where  fa- 
ther was  excellent  stock  picker,  son 
is  master  marketer:  direct  mail,  24- 
hour  phone  line;  clever  creator  new 
funds.  Positioned  perfectly  for  bull 
market  1980s.  Now  manages  $75 
billion  in  170  funds,  including  $8.8 
billion  flagship  Magellan  Fund.  En- 
trepreneurial: started  limousine, 
head-hunting,  computer  business- 
es. His  direct  47%  Fidelity,  invest- 
ments worth  over  $530  million. 


c/vooevt \flaJi/eb  cTtouta&cl 

Publishing.  Rancho  Santa  Fe,  Calif. 
64.  Married,  4  children.  U.  of  Min- 
nesota dropout.  After  WWII  service 
inherited  hometown  (Wheaton, 
Minn.)  newspaper:  "I  swept  the 
floors,  melted  lead,  sold  ads,  wrote 
stories  .  .  .  you  name  it."  Founded 
Howard  Publications  1961;  gradu- 
ally built  into  19  dailies,  over 
450,000  subscribers.  Unassuming 
(Hammond  Indiana  Times  is  flag- 
ship) but  profitable  chain  appreciat- 
ing greatly  in  acquisitive  newspa- 
per climate.  Sold  Buffalo  tv  station 
to  King  World  for  $100  million 
1988.  Also,  late  entry  into  cable 
with  Don  Reynolds  (which  see),  now 
140,000  subscribers.  Fortune  esti- 
mated $530  million. 


Inheritance,  publishing.  Shadyside, 
Pa.  (Pittsburgh).  56.  Separated,  2 
children.  Great-grandson  of  Judge 
Thomas  Mellon.  Under  Scaife 
Newspapers,  runs  several  smallish 
papers  (after  selling  2  to  Thomson 
Group  1985),  which  promulgate  his 
conservative  ideology.  Dislikes 
publicity,  refuses  to  use  middle 
name  (thought  father  Alan  Scaife 
treated  shabbily  by  Mellons).  Still 
most  prominent  Mellon  of  his  gen- 
eration. Long  estranged  from  sister 
Cordelia  Scaife  May  (which  see). 
Generous  contributor  to  right-wing 
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The  great  American  romance. 

We've  always  loved  tinkering 
with  our  cars. 

But  with  today's  technology, 
you  need  a  road  map  just  to 
venture  under  the  hood. 
Fortunately,  there's  less 
reason  to. 

UT  Automotive  is  a  leader 
in  designing  complete 
electrical  and  electronic 
car  systems. 
The  same  corporation 
that  created  cockpit  displays 
for  the  Space  Shuttle  also 
helps  streamline  your  car's 
nervous  system,  making  it 
practically  self-sufficient. 
You'll  still  be  welcome 
under  the  hood,  but  a  lot 
happier  behind  the  wheel. 

The  companies  of  United 
Technologies  are  working 
together  to  share  technology 
that  is  as  reliable  as  it  is 
advanced.  From  thinking 
car  systems  to  elevators  that 
talk,  from  a  brand-new 
generation  of  jet  engines 
to  space  propulsion  systems 
that  set  man  among  the  stars. 


UNITED 
TECHNOLOGIES 
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leaders,  think  tanks.  Vigorously  de- 
nies estimate  but  worth  believed 
to  exceed  $525  million. 


Gates  Corp.  Denver.  67.  Married,  2 
children.  Father  went  West  to  pros- 
pect for  gold  1904;  settled  in  Den- 
ver, bought  tire-cover  business 
1910.  Persuaded  brother  to  join  co. 
after  near  failure  1911.  Expanded 
into  rubber  tires,  hoses;  invented  V- 
belt  1917.  Son  Charles  born  in  back 
of  family  car  en  route  to  hospital, 
inherited  co.  with  4  sisters  1961. 
Dumped  tire  works  1974;  not  so 
successful  diversification  into 
ranching,  egg  farms,  trucking,  real 
estate,  etc.  Bailed  out  failing  Learjet 
Industries  1967,  sold  for  $63  mil- 
lion 1987.  Major  subsidiaries:  rub- 
ber, energy  products,  auto  interiors. 
Controls  firm,  real  estate  worth 
over  $500  million. 
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Construction,  investments.  Bir- 
mingham, Ala.  66.  Married,  3  chil- 
dren. Lucky  streak  shooting  craps 
on  ship  home  from  WWII,  won 
$6,000  grubstake;  tried  taxidermy, 
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agriculture. 

(In  1987,  16.) 


then  bought  concrete  mixer,  tools. 
Went  broke  3  times  first  20  years: 
"Our  statements  were  not  worth 
the  paper  they  were  typed  on."  Got 
local  bridge  contract;  then  high- 
ways, pipelines,  buildings.  Today 
Harbert  Corp.  revenues  estimated 
over  $500  million.  Minor  partner 
with  T.  Boone  Pickens  in  failed 
1986  Diamond  Shamrock  takeover. 
Directorships  on  Enron,  etc.  With 
75%  Harbert  Corp.,  $380  million  in 
Amoco  stock,  other  assets,  worth 
$500  million. 
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Blood.  Hialeah,  Fla.  71.  Single.  Bom 
Ark.,  dropped  out  Georgia  Tech 
1932.  With  cellophane,  rubber 
bands,  sewing  needle  developed 
"Coulter  Principle,"  1949,  in  Chi- 
cago basement:  electronic  method 
of  counting  microscopic  particles. 
Produced  Coulter  Counter,  blood 
cell  counting  machine,  1953.  Coul- 
ter Electronics  now  holds  over  350 
U.S.  patents;  intensely  private,  es- 
timated sales  $500  million,  "lead- 
ership position  worldwide"  in 
automated  blood  cell  counters 
(85%  of  U.S.  hospitals),  other 
health  care  instruments.  Wally 
hands-on  chairman,  received  John 
Scott  Award  1960  (past  winners: 
Marie  Curie,  Jonas  Salk);  brother 
Joe  president.  High-margin,  domi- 
nant company  worth  at  least  $500 
million. 


Real  estate.  Columbus,  Ohio.  60. 
Separated,  3  children.  Father  John 
W.  from  Ohio  farm;  joined  college 
frat  buddy  in  real  estate  venture 
1920;  during  Depression  bought 
out  foreclosed  properties,  resold  to 
owners  in  better  times.  Invented 
"package  deals":  take  tenant,  build- 
er, blueprints  to  bank  for  financing. 
Built  then-largest  privately  fi- 
nanced condo  project  in  Hong  Kong 
1966;  grossed  $400  million  when 
sold  out  1980.  John  died  July  1988. 
Dan  president  since  1980  Gal- 
breath-Ruffin,  J.W.  Galbreath  & 
Co.:  manages  over  31  million  sq.  ft. 
office  space  (equity  in  some  8  mil- 
lion sq.  ft).  Big  Manhattan  project: 
Saks  Tower;  also  projects  15  U.S. 
cities.  Owns  Darby  Dan  stables. 
Net  worth  estimated  $500  million. 


Inheritance.  Dallas  and  Crystal 
River,  Fla.  76.  Married,  4  children. 
Grandfather  William  came  to  N. 
Texas  1848;  with  brother,  $1,000 
seed  money,  started  general  store. 
With  profits,  bought  land  at  $5,  $10 
an  acre;  by  early  1900s  Dallas 
County's  largest  landowner  (some 
30,000  acres).   Three  generations, 


21  members  of  The 

Forbes  Four  Hundred  have 

fortunes  derived  principally 

from  retailing. 

(In  1987,  18.) 

three  phases:  "Grandfather  ac- 
quired the  land,  father  held,  and  I 
harvested."  Most  now  liquidated; 
some  small  projects  with  Tram- 
mell  Crow  (which  see):  "Trammell 
and  I  have  had  a  lot  of  fun  togeth- 
er." Also  Fla.  ranches,  hotel;  huge 
stock,  bond  portfolio.  "I  don't  owe 
anybody  a  dime,  except  for  the 
phone  bill."  Phone  co.  safe:  trusts 
worth  at  least  $500  million. 


i  '(<«< him  .  /xa-sAe/ 

Real  estate.  NYC.  51.  Married,  6 
children.  Father  Alfred  (d.  1968) 
built  Doral  Hotel  &  Country  Club 
Miami  I960;  bought  4  rundown 
NYC  hotels  early  1960s.  Now  8- 
hotel,  3,000-room,  glitzy  Doral 
chain,  named  for  Howard's  parents, 
Doris  and  Alfred.  Howard  also 
heads  Carol  Management  Co.:  apts. 
in  NYC's  Queens,  Manhattan,  Park 
Avenue  office  building,  etc.  Paid 
$60  million  for  Westchester  coun- 
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Hertz  joins  American  Express 
in  offering  yet  another  privilege:  a 
Lincoln  rate  that  only  Cardmem- 
bers  can  get  without  an  advance 
reservation.    . 

So  do  it  without  reservation. 
Rent  from  Hertz,  pay  with  the  Card, 
and  head  off  in  a  1988  Lincoln  Con- 
tinental. The  car  Motor  Trend  hailed 
as  ". .  .the  most  advanced,  best-engineered,  best- 
driving  Lincoln  ever  built."  Or  take  the  roomier 
Lincoln  Town  Car,  if  you  prefer. 

tjust  ask  for  this  special  rate  at  participating  air- 
rt  counters,  from  now  until  December  15, 1988. 
Our  Lincolns  will  be  rolling  at  this  rate,  so  you  may 
wish  to  confirm  availability. 

Small  wonder  the  American  Express  Card  makes 
the  ideal  travelling  partner.  Hotel  reservations,  airline 

•  REG   I  S  PAT  OFF  I  HERTZ  SYSTEM  INC.,  1988 


ticketing  and  getting  cash  couldn't 
be  simpler.  To  say  nothing  of  the 
ease  with  which  you  can  handle  a 
Hertz  rental. 

This  offer  has  some  restric- 
tions: Rate  $5.00  higher  in  Boston, 
Chicago,  Detroit,  Philadelphia, 
Pittsburgh,  Baltimore/Washington, 
and  Adanta,  and  not  available  in  the 
New  York  metro  area;  cars  must  be  returned  to  rent- 
ing location;  refueling  charges  (if  you  don't  refill  the 
tank);  and  a  mileage  charge  over  75  miles  a  day  (320 
or  less  per  mile).  Taxes,  Loss  Damage  Waiver,  and 
other  optional  services  are  extra.  If  you're  under  25, 
rates  are  higher. 

If  you've  got  a  sudden  urge  to  drive  the  car  Car  and 
Driver  called  "...  an  American  luxury  sedan  with  road 
sense,"  Hertz  and  American  Express  make  perfect  sense. 
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THERE'S  NO  TIME  LIKE  THE  PRESENT  TO  BEGIN 
TO  BUILD  YOUR  FINANCIAL  FUTURE. 

And  there's  no  better  company  to  do  it  with 
than  The  New  England. 

Actually,  we're  a  family  of  financial  services 
companies  offering  an  array  of  financial  products 
and  services  of  the  highest  quality. 

More  important,  we  have  representatives 
who  take  pride  in  the  long-lasting  relationships 
they  build  with  their  clients.  When  you  form  a  rela- 
tionship with  one  of  our  representatives,  you  do  it 
knowing  that  we  will  be  there  for  you -helping 
you  create  a  carefully  planned  financial  program 
that  supports  your  family's  goals,  ambitions  and 
dreams. 

For  a  free  brochure  about  how  our  products 
and  services  can  help  build  your  financial  future, 
as  well  as  for  the  name  of  your  local  representative, 
phone  1-800-222-2725,  Ext  360. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


NIE 


The  New  England 

Your  Financial  Partner 
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ty,  N.Y.  hotel/convention  center 
1987;  refurbishing  NYC  hotels. 
Took  on  Wall  St.  1987,  lost:  take- 
over bid  failed,  sold  his  1 1  %  Kansas 
City  Southern  1988  for  no  gain. 
Colleague:  "He  doesn't  have  the 
personality  of  a  raider."  Hotels,  etc. 
worth  at  least  $500  million. 


Real  estate,  NYC.  45.  Married,  2 
children.  Grandfather  Joe  built  apts. 
Queens,  Brooklyn,  Bronx  1920s- 
30s;  father  Harold  split  from  broth- 
ers 1968  to  form  H.J.  Kalikow  &  Co. 
Peter  took  over  1973,  built  Manhat- 
tan apts.;  now  owns  6,000  apts., 
office  space.  Built  risky  101  Park 
Ave.  office  tower  1982  for  $160  mil- 
lion; worth  over  $400  million  today. 
Also  owns  195  Broadway;  planning 
500,000-sq.-ft.  tower  behind  it.  No 
partners:  "I've  had  only  one  partner 
in  my  life  and  that  was  my  father." 
With  $24  million  in  union  conces- 
sions, paid  $37.5  million  for  money- 
losing  New  York  Post  1988.  "The 
more  people  tell  me  not  to  do  some- 
thing the  more  I  want  to  do  it." 
Worth  at  least  $500  million. 


Three  members  of 

The  Forbes  Four  Hundred 

have  been  honored 

with  stars  along 
Bollywood  s  Walk  of 

Fame  for  their 

contributions  to  the 

entertainment  industry: 

Gene  Autry 

Merv  Griffin 

Mark  Goodson 
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Guardian  Industries  Corp.  Bloom- 
field  Hills,  Mich.  65.  Thrice  di- 
vorced, 2  children.  Practiced  law, 
took  over  uncle's  interest  in  Guard- 
ian, then  a  failing  windshield  fabri- 
cator. Took  public  1968.  Now 
fourth-largest  U.S.  glass  manufac- 
turer; 15%  of  flat  glass  market,  8% 
automotive.  Took  private  1985  in 
$500  million  LBO.  Anti-union. 
Lost  appeal  patent  infringement 
lawsuit;  competitor  wants  $100 
million  in  damages.  Owns  57%  of 
Detroit  (basketball)  Pistons.  Fed  up 
with  scheduling  at  Pontiac  Silver- 
dome,  built  team  a  $70  million  are- 
na. Also  bought  team  $2  million 
jet.  With  substantial  interests 
Spain,  etc.,  company  now  believed 
worth  some  $500  million. 
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Real  estate.  Boston.  63.  Divorced,  3 
children.  Son  of  poor  Russian  im- 
migrant; Hal  played  clarinet,  sax 
for  $2  a  gig.  MIT  1947,  studied  met- 
allurgy: "It  was  the  field  with  the 
lowest  unemployment  and  the 
highest  wages."  But  after  WWII, 
started  doughnut  chain.  To  Korea 
1950:  "I  was  very  upset  when  they 
called  me  back  into  the  service."  As 
sideline,  bought  6-unit  apt.  build- 
ing 1956;  discovered  real  estate.  By 
1970s  heavy  apt.  buyer  (some  for 
$2,000  per  unit):  "I  had  to  either 
quit  my  job  or  sell  my  real  estate." 
His  Hamilton  Realty  Co.  now 
6,000  apts.,  9.2  million  sq.  ft.  com- 
mercial space  in  Boston  area.  Build- 
ing nonprofit  day  care  centers. 
Worth  at  least  $500  million.  Beats 
metallurgists'  wages. 


Walt  Disney  Co.  Los  Angeles.  58. 
Married,  4  children.  Father  Roy  O., 
famous  uncle  Walt  started  Disney 
Productions  1923.  Roy  E.  worked  in 
studios  as  cameraman,  film  editor 
for  23  years,  quit  after  bitter  fight 
for  creative  control.  Returned  1984 
as  vice  chairman;  reemphasized  an- 
imated movies.  "I  like  to  think  that 
I'm  in  the  middle  of  the  company's 
renaissance."  Also  Shamrock  Hold- 
ings: 3  TV  and  14  radio  stations, 
ranching  properties,  other  compa- 


THE  NEW  ENGLAND  IS 
A  FAMILY  OF  FINANCIAL 
SERVICES  COMPANIES. 

A  family  with  more  than  $40  bil- 
lion in  assets  under  management 
and  more  than  150  years  of  experi- 
ence in  the  financial  services  field. 

New  England  Mutual  Life 
Insurance  Company 

America's  oldest  chartered  mutual 
life  insurance  company,  servicing 
individual  and  business  clients. 
New  England  Financial  Advisors 
One  of  the  fastest  growing  national 
financial  planning  companies. 

The  New  England 
Employee  Benefits  Croup 

A  full-service  organization  offering 
comprehensive,  fully  customized 
employee  benefit  plans. 

The  New  England 

Investment  Group 

New  England  Securities 
Corporation 

Securities  broker/dealer  offering 
The  New  England  portfolio  of 
mutual  funds,  as  well  as  a  wide 
array  of  investment  products. 
Loomis,  Sayles  &  Company 
One  of  America's  oldest  and  largest 
investment  counseling  firms. 
Copley  Real  Estate  Advisors 
The  country's  fifth-largest  real 
estate  equity  management  firm. 
Back  Bay  Advisors 
An  investment  and  commodity  trad- 
ing advisor  providing  fixed  income 
management  services  to 
institutional  clients. 


The  New  England 

Your  Financial  Partner 
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nies;  unfriendly  bid  this  year  for 
Polaroid.  Avid  sailboat  racer.  His 
2.5%  Disney,  Shamrock,  etc.  worth 
$500  million.  Wife:  "When  he 
wears  a  suit  to  the  office,  his  secre- 
tary ,sks  him  who  died." 


Real  estate.  Potomac,  Md.  73.  Di- 
vorced, remarried;  2  children.  Born 
Budapest;  champion  Hungarian 
gymnast.  Hungarian  med  school 
1938:  "Since  the  day  my  conscious- 
ness began  I've  wanted  to  be  in 
medicine."  Survived  Nazi  labor 
camps;  escaped  on  second  try  1944: 
"I  just  walked  away  one  day."  To 
U.S.  1947;  built  first  apt.  project 
1951  on  vacant  lot  bought  for 
$9,500.  Built  own  hospital  1965; 
bldgs.  for  govt,  offices  1960s  (Uncle 
Sam's  biggest  landlord).  With 
choice  NYC  bldgs.  now  almost  8 
million  sq.  ft.  Still  spends  hours  in 
surgery.  "I  devote  10%  of  my  time 
to  real  estate,  but  90%  of  my  in- 
come comes  from  it."  Lucrative 
sideline  est.  worth  $500  million. 
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Brother  and  sister.  Coca-Cola  bot- 
tling. Grandfather  John  T.  got  right 
to  distribute  Coca-Cola  1899.  Used 
portion  of  patent  medicine  fortune 
to  finance  first  Coke  bottling  plant.' 
(d.  1933).  Father  Thomas  Cartter 
took  over;  bought,  sold  Coke  fran- 
chises at  frantic  pace.  John:  Chatta- 
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inheritance.  Publishing.  Far 
Hills,  N.J.  69.  Divorced,  5  chil- 
dren. Father  B.C.,  Scottish  im- 
migrant 1904,  launched  Forbes 
magazine  1917.  Sons  inherited 
1954:  Bruce  died  1964,  MSF 
eventually  sole  stockholder. 
N.J.  state  senator,  gubernatorial 
candidate  1957.  Enormous 
growth  from  1960s;  now  top 
business  publication,  unusually 
profitable.  Bought  American  Her- 
itage for  reported  $10  million 
1986;  ad  revenues  up  386%. 
Bought  Somerset  Press  (10  N.J. 
weeklies)  for  reported  $6  mil- 
lion 1987.  Owns  400-sq.-mile 
Colorado  ranch,  South  Sea  is- 
land, Tangier  palace,  French 
chateau,      London      mansion; 


among  several  hundred  Faberge 
pieces  are  dozen  Imperial  eggs — 
2  more  than  Kremlin;  also  presi- 
dential letters,  toy  soldiers,  toy 
boats,  etc.,  etc.  Author  6  books 
and  Capitalist  Tool  fortune 
cookies.  Latest,  They  Went  That- 
a-Way,  strong  seller.  Balloonist 
(set  6  official  records);  twelve 
private  friendship  balloon/ 
motorcycle  trips:  Russia,  Paki- 
stan, Japan,  Thailand,  China, 
Egypt,  etc.  Scheduled  successor: 
MSF  Jr.  Son  Tim  heads  American 
Heritage. 

Reputed  net  worth: 
London  Daily  Mail:  £400  million. 
N.Y.  Daily  News.  Billionaire. 
N.Y.  Neivsady:  $400  million  to 
$700  million. 


nooga,  Tenn.  62.  Married,  4  chil- 
dren. Enlisted  Navy,  1944;  assigned 
to  PT  boat.  "Jack"  joined  business 
as  bottle  washer;  took  over  at  fa- 
ther's death,  1977.  JTL  largest  bot- 
tler in  U.S.  at  time  of  sale  to  Coca- 
Cola  1986  for  $1.4  billion.  "The 
timing  was  right  for  this."  John's 
timing,  60%  JTL  netted  him  some 
$480  million.  Main  force  behind 
RiverCity  Co.,  estimated  $750  mil- 
lion revamping  of  river  area  in 
Chattanooga.  Elizabeth  (Mrs.  Ro- 
dolph)  Davenport:  Lookout  Moun- 
tain, Tenn.  55.  Divorced,  remar- 
ried; 3  children.  Approximately 
40%  of  father's  trust  believed  hers. 
Her  share  JTL  proceeds  believed 
$285  million. 


(  afcleigA  .'  >/</A<  //////>  ///t<  r/n 

Commerce  Clearing  House.  Mill- 
brook,  N.Y.  56.  Divorced,  remar- 
ried; 3  sons,  1  daughter.  B.A.  Har- 
vard,  1954.  Quaker  great-grandfa- 
ther Oakleigh  Thome  bought  CCH 
1907,  six  years  before  income  tax 
enacted.  Publishes  updated  tax  and 
business  law  information,  provides 
corp.  services.  Long  largest  publish- 
er of  tax  guides  for  lawyers,  accoun- 
tants,- explains  tax  laws  in  plain 
English.    IRS    primary    subscriber. 
Acquired  McCord  Co.,  public-rec- 
id     information     service,      1988. 
lrman  Oakleigh  detached  from 
lives  on  600-acre  farm  "Thorn- 
upstate  N.Y.,   raises  Thor- 


oughbreds, orchids.  Son  Oakleigh 
M.B.A.  1986  Columbia,  aspiring 
chief  executive.  Oakleigh's  46%, 
etc.  worth  $480  million. 


xJnomaA  ^fte/iAe/i  .  ilcnaana^i 

Pizza.  Ann  Arbor,  Mich.  51.  Mar- 
ried, 4  daughters.  Fatherless  at  4, 
raised  in  orphanages.  Thrown  out 
of  seminary  for  misconduct;  joined 
Marines.  In  1960  bought  pizza  par- 
lor in  Ypsilanti,  Mich,  with  broth- 
er, $500  loan.  One  year  later 
swapped  VW  for  brother's  share. 
Today  Domino's  over  4,600  stores, 
second  only  to  Pizza  Hut;  system- 
wide  sales  nearly  $2  billion.  Owns 
Detroit  Tigers,  estimated  at  $70 
million.  Largest  collection  Frank 
Lloyd  Wright  furniture.  Antique 
car  collection.  $150  million  Dom- 
ino's Farms  based  on  Wright  de- 
sign: working  farm,  museum,  head- 
quarters for  pizza  company.  His 
97%  of  Domino's  Pizza,  Inc.,  plus 
assorted  valuables,  worth  about 
$480  million. 


I  I i/ftatu  . (  // hi  n 
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Oil  &  gas.  Fort  Worth.  68.  Married, 
4  sons.  Son  of  legendary  W.A. 
(Monty)  Moncrief,  Texas-born, 
Okla.-bred  wildcatter;  hit  first  big 
well  in  East  Texas  1931  after  4 
years  of  dry  holes;  built  oil  empire 
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nly  SAA  has  more  going  for  the  business  traveler, 
lore  nonstops,  more  connections. 


Of  all  the  airlines  serving  Southern  Africa,  only  SAA  has  more 
>ffer. 

Begin  with  a  choice  of  nine  European  gateways — with  more 
istops  than  all  other  airlines  combined. 

Then  sit  back  and  savor  SAA's  renowned  in-flight  service; 
ry  detail  designed  for  the  long  haul. 

Arrive  refreshed  to  SAA's  home  field  advantage.  Enjoy  the 
1  ef its  of  more  ground  staff ,  baggage  handlers,  land  services 
1 '  connections  to  more  cities  than  any  other  airline. 

Plus  more  this  fall — enjoy  SAA's  new  free  offers. 

Free  to  roundtrip  Blue  Diamond  (First)  Class  passengers  this 
I  —  a  one-way  overnight  journey  on  the  luxurious  Blue  Train. 

Free  to  roundtrip  Gold  (Business)  Class  passengers — an  exotic 
I  le- viewing  safari  with  an  overnight  stay  at  an  exclusive  game 
e?rve. 

i  Or,  en  route,  both  classes  can  enjoy  deluxe  hotel 
-( ommodations  in  Lisbon  or  Rio  de  Janeiro — absolutely  free. 
For  more  information,  call  1-800-722-9675.  In  NYC  826-0995. 


For  more  information  on  SAA's  new  free  offers  this  fall, 
call  or  write:  South  African  Airways,  900  Third  Ave. 
New  York,  N.Y.  10022 

NAME: . 


TITLE: . 


COMPANY: 
ADDRESS:  _ 
STATE: 


.ZIP: 


SOUTH  AFRICAN  AIRWAYS 
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87  members  of 

The  Forbes  Four  Hundred 

have  fortunes  derived 

principally  from 

real  estate. 

(In  1987.  73.) 

from  East  Texas  to  Gulf  of  Suez; 
died  1986  at  90.  Tex  now  runs  fath- 
er's estate,  own  operations;  sur- 
passed father's  wealth  with  June 
1988  bonanza:  struck  "awesome" 
Wyoming  gas  well;  reserves  esti- 
mated at  1  trillion  cubic  ft.  Also  oil, 
gas  in  Texas,  N.M.,  La.  and  Fla.; 
several  "little"  ranches  wherever 
he  has  oil.  Summer:  retreats  to  Col- 
orado ranch  to  work  cattle,  dig 
postholes.  Controls  fortune  worth 
at  least  $475  million.  "I'm  glad  I 
made  a  little  money." 


.  / //</</<  n       S(i  ,/  fl/   .  ft  /<  f/i 

Real  estate.  NYC.  60.  Married,  1 
child.  Small-time  builder  sank  ev- 
erything into  landmark  Manhattan 
skyscraper  1972.  "We're  in  barra- 
cuda land.  You  can  only  get  away 
with  this  once."  Scrapped  original 
plan  to  build  apts.;  Solow  Building 
(nee  Avon  Building,  9  W.  57th  St.) 
now  1.4  million  sq.  ft.  prime  mid 
town  office  space.  Gets  premium 
rents  for  Central  Park  views;  worth 
at  least  $500  million.  Catchy  archi- 


tecture: sloping  glass  sides;  marked 
in  front  with  giant  red  "9"  sculp- 
ture. Owns  many  high-end  Man- 
hattan apts.,  including  city's  most 
expensive  rental  building  (up  to 
$15,000/mo.).  Litigious.  Net  of 
debt,  worth  over  $475  million. 


Media.  Ithaca,  N.Y.  78.  Married,  2 
children.  N.C.  farm  boy.  Entered 
N.C.  State  at  15;  AP  stringer  ($18  a 
week),  ran  college  paper.  After  p.r. 
stint,  bought  Ithaca  ad  agency 
1942.  Ran  Thomas  Dewey  ad  cam- 
paign: "If  he'd  won,  I'd  be  a  happy 
retired  bureaucrat."  Convinced 
food  writer  Duncan  Hines  to  lend 
name  to  cake  mix  outfit  1947:  "I 
had  the  only  walking,  talking  trade- 
mark in  the  world."  Sold  Hines- 
Park  Foods  to  Procter  &  Gamble 
1956  for  stock.  Bought  N.C.  tv  sta- 
tion 1962,  now  has  7  tv,  19  radio 
stations,  124  publications.  Wears 
gold  watch  on  each  wrist;  wife 
raises  peacocks.  His  89%  Park 
Communications,  real  estate  worth 
$475  million. 


Half  brothers.  Inheritance,  media. 
Original  Marshall  Field  started  as 
Chicago  store  clerk;  scrimped  pen- 
nies, went  into  drygoods  biz  with 
two  partners  1865  (later  bought 
them  out).  Built  Marshall  Field  & 
Co.  into  world's  largest  dept.  store, 
left  all  in  trust  to  2  grandsons. 
Grandson  Marshall  III  sold  store 
1941;  bought  Chicago  Sun,  added 
Times  1941,  later  tv,  cable.  Field 
Enterprises  inherited  by  Marshall 
IV  (d.  1965,  age  49).  Marshall  V 
joined  Sun-Times  after  Harvard,  pub- 
lisher age  28.  Conflict  with  incom- 
patible half  brother  Ted  ended  in 
liquidation  1983.  Marshall:  Lake 
Forest,  111.  47.  Divorced,  remarried; 
4  children.  Bought  Ted's  share  of 
real  estate  firm  Cabot,  Cabot  & 
Forbes;  later  bought  Pioneer  Press 
(suburban  newspapers),  Xerox  edu- 
cational publications,  Muzak;  re- 
cently added  F&W's  encyclopedias. 
Ted:  Beverly  Hills.  36.  Divorced 
twice,  remarried;  3  children.  Raised 
in  Alaska  by  mother  (editor  of  Chris 


tian  Science  Monitor).  Fling  with  rac- 
ing cars;  now  produces  movies  as 
Interscope  (Three  Men  and  a  Baby, 
Cocktail).  Knack  for  turning  big 
profits:  bought  Panavision  for  $20 
million  1985,  realized  $80  million 
1987.  Also  trades  commodities,  de- 
velops real  estate.  Est.  net  worths: 
Marshall,  at  least  $425  million; 
Ted,  at  least  $470  million. 


Inheritance.  Seattle.  82.  Twice  di- 
vorced, widowed,  remarried;  6  sons 
(3  deceased),  5  stepchildren.  Mater- 
nal grandfather  Matthew  G.  Nor- 
ton founded  lumber  company  Laird 
Norton  with  brother  and  Laird  fam- 
ily; early  Weyerhaeuser  investors. 
Father  married,  in  succession,  both 
Norton  daughters;  Norton  Clapp 
double-dipper  heir,  was  largest  sin- 
gle Weyerhaeuser  shareholder.  Law 
degree  1928;  enlisted  Navy  1942. 
Pres.  Weyerhaeuser  1960-66,  chair- 
man to  1976.  Stepson  Booth  Gard- 
ner Wash,  governor.  Reclusive, 
widely  regarded  as  Northwest  pow- 
er, controls  investments  in  real  es- 
tate, lumber,  etc.  worth  some  $465 
million;  shares  trusts  worth  over 
$800  million  with  200  Laird,  Nor- 
ton relations. 


27  members  of 

The  Forbes  Four  Hundred 

have  fortunes  derived 

principally  from 

New  York  City  real  estate. 

(In  1987,  86.) 
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FABERGE.  What  an  egg  should  be. 

The  ability  to  see  things  as  they  should  be.  It  can  turn  the  ordinary 
egg  into  a  priceless  treasure  Or  an  ordinary  car  into  a  one-of-a-kind 
luxury  automobile.  The  Town  Car  from  Lincoln  Its  creators  see  six- 
passenger  luxury  as  an  attribute  not  to  be  compromised  That's  why 
the  V- 8 -powered  Town  Car  remains  the  roomiest  sedan  you  can 
own  With  a  lavishly  appointed  interior  and  a  hushed  ride  that  is 
near  legendary  for  its  grace  and  smoothness.  To  learn  more,  call 
1  800  822-9292.  Or  visit  a  Lincoln  dealer.  You'll  see  why  a  lot  of 
other  luxury  cars  are  just  ordinary.  And  why  the  Lincoln  Town  Car 
is  exactly  what  a  luxury  car  should  be. 

LINCOLN.  What  a  luxury  car  should  be. 


LiNCOLN-MERCumr  division  (jS^)     Buckle  up-together  we  an  save  lives. 


Coronation  Egg  FORBES  Magazine  Colkcuon,  New  York. 


UMMI1I 
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Princeton,  N.J.  51.  Widowed,  no 
children.  Third  wife  John  Seward 
Johnson  (d.  1983;  heir  with  brother 
Robert  Wood  Johnson  to  J&J  for- 
tune). Claims  art  history  M.A., 
Wroclaw  U.;  fled  Poland,  arrived 
U.S.  1968  with  $100.  Upstairs 
chambermaid  on  Johnson's  estate; 
married  him  3  years  later.  Built  $30 
million,  160-acre  "Jasna  Polana" 
(like  Tolstoy's  estate)  in  Princeton 
late  1970s,  complete  with  air-con- 
ditioned doghouse.  Vast  Old  Mas- 
ters collection;  Greek,  Roman 
sculpture.  Soap-opera  court  battle 
with  Johnson's  children;  "Basia's" 
winnings  now  worth  over  $465 
million;  already  wealthy  children 
(see family) got  $42  million.  "Money 
is  to  spend;  it  does  not  have  any 
value  otherwise." 


Inheritance.  San  Francisco.  54. 
Married,  4  sons.  Son  of  oil  tycoon 
Jean    Paul    Getty.    "Gordo"    tried 


hand  at  Getty  Oil's  Middle  Eastern 
operations;  quit  1959  to  study  op- 
era at  San  Francisco's  Conserva- 
toire of  Music.  Sued  father  1966  for 
unpaid  dividends  from  family  trust; 
lost.  Only  relative  at  father's  death- 
bed 1976;  named  executor  of  trust. 
Tried  to  head  Getty  Oil  but  board 
hostile;  sale  of  family's  40%  to  Tex- 
aco 1984  sparked  Texaco-Pennzoil 
debacle.  Relatives  sued  Gordon 
over  trust;  $3  billion  in  T  bills  tied 
up  in  litigation  ever  since  (see  Getty 
family).  Gordon  removed  as  trustee; 
composes  operas.  His  trust  income, 
prudently  invested,  should  be 
worth  $450  million;  his  estimated 
share  of  principal,  if  ever  distribut- 
ed: $750  million. 


y 
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Inheritance.  Baltimore.  Heirs  of 
Lithuanian  immigrant  Louis  Blau- 
stein  (1869-1937),  who  invented 
forerunner  of  modern  tank  car,  and 


only  son,  Jacob  (d.  1970),  developed 
metered  gas  pump,  drive-in  sta- 
tions, antiknock  gasoline.  Jacob 
founded  American  Oil  1910, 
merged  into  Standard  Oil  of  Indiana 
for  5.25  million  shares  (now  over  8 
million);  also  part-time  diplomat: 
convinced  U.N.  conferees  to  accept 
human  rights  provision  1945.  Ja- 
cob's son  Morton:  61.  Twice  di- 
vorced, remarried;  2  daughters.  Ge- 
ologist, chairman  of  family's  Amer- 
ican Trading  &  Production  Corp. 
(oil  &  gas,  real  estate,  tankers,  man- 
ufacturing, investments).  Active 
American  Jewish  Committee,  rare- 
ly seen  at  public  affairs.  His  stake, 
plus  over  half  Atapco,  worth  at 
least  $440  million.  Jacob's  sister 
Ruth:  89.  Widowed,  3  children.  Di- 
rector; her  interest  worth  estimated 
$250  million.  Only  son,  Henry  Jr. 
(ceo  family-controlled  Crown  Cen- 
tral Petroleum),  votes  most  shares. 
Considered  astute  businessman, 
active  civic  affairs,  trustee  Johns 
Hopkins.  Louis  (grandson  of  Jacob's 
deceased  second  sister):  44.  Mar- 
ried, 3  children.  Sports  aficionado. 
President  Atapco.  Controls  interest 
worth  at  least  $250  million. 


BUYING  A  BUSINESS  JET  II 
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Mother,  2  sons.  Cosmetics.  NYC 
and  the  Hamptons.  Estee:  80.  Wid- 
owed. Born  NYC's  Queens  as  Jose- 
phine Esther  Mentzer  to  Hungarian 
immigrant  parents.  Peddled  skin 
creams  for  uncle,  later  went  out  on 
own,  attached  Estee  Lauder  name 
to  several  products.  Summer  resort 
romance  led  to  marriage  to  Joseph 
Lauder  (d.  1983).  By  1960  sales  over 
$1  million  (mostly  Youth  Dew  fra- 
grance). "Sees"  fragrances;  also  un- 
canny sixth  sense  for  consumer 
trends.  Today  one  of  world's  largest 
cosmetics  companies.  Estee,  Clini- 
que,  Prescriptives,  Aramis  cosmet- 
ic lines  sold  only  through  upscale 
department,  specialty  stores.  Not 
involved  in  day-to-day  operations, 
but  still  reigning  queen  of  cosmet- 
ics world.  Leonard:  55.  Married,  2 
sons.  Current  ceo;  now  credited 
with  company's  huge  financial 
growth.    Ronald:    44.    Married,    2 


daughters.  Ran  foreign  operations. 
Political  aspirations  spurred  1983 
exit  to  become  deputy  assistant  de- 
fense secretary  (NATO),  U.S. 
ambassador  to  Austria  (1986-87); 
heads  Ronald  S.  Lauder  Founda- 
tion, which  aids  Eastern  European 
Jews,  also  oversees  Lauder  Invest- 
ments, Inc.;  still  company  director. 
Family  shares  company  worth  well 
over  $1.35  billion. 


Inheritance.  Ligonier,  Pa.  60.  Di- 
vorced, widowed;  no  children. 
Great-granddaughter  of  Judge 
Thomas  Mellon.  Brief  marriage 
1950.  Wed  1973  to  longtime  friend 
Robert  Duggan,  Pittsburgh  D.A.;  he 
died  of  gunshot  wound  1974  amid 
corruption  investigation.  Brother 
Richard  Mellon  Scaife  (which  see) 
has  not  spoken  to  her  since.  En- 
dowed Laurel  Foundation  to  sup- 
port education,  population  control, 
other  liberal  causes.  Maintains 
family  tradition  (Mellon  fortune 
built  on  19th-century  venture  capi- 
tal) in  small  way,  funding  emerging 


companies  through  Roldiva  Inc. 
Net  worth  (much  in  trusts)  over 
$450  million.  (See  also  other  Mellons, 
Currier  family.) 


critx  fauaewe  zDtaxm.  Jfe . 

Inheritance.  Lafayette  Hill,  Pa.; 
Palm  Beach,  Fla.  65.  Married;  son, 
daughter.  Primary  heir  to  fortunes 
of  two  great-grandfathers:  streetcar 
magnate  P.A.B.  Widener  (d.  1915: 
reported  worth  $100  million);  Wil- 
liam Elkins  (d.  1903;  investor  in 
Widener,  utilities,  Standard  Oil;  re- 
putedly left  $30  million).  Freshman 
dropout  Harvard,  taught  16  years — 
"happiest  days  of  my  life" — at  his 
Main  Line  prep  school,  Episcopal 
Academy.  Now  philanthropist;  for- 
tune mostly  blue-chip  stocks,  high- 
grade  bonds.  Owns  most  of  Grind- 
stone Neck,  Me.,  faded  resort 
where  he  was  born.  Bought  house 
for  $75,000,  found  original  Audu- 
bon prints  worth  $200,000-plus. 
Once  owned  Phil,  (basketball) 
76ers,  now  over  10%  (baseball) 
Phillies.  Estimated  worth:  over 
$450  million. 


SMART.  PAYING  Vs  IS  GENIUS. 


With  NET  JETS  from  EJA,  you  can  own  your 
own  Citation  S/ll  business  jet  for  only  1 5%  of  the 
retail  cost. 

What's  the  catch?  No  catch.  You  get  100% 
availability  from  anywhere  to  anywhere,  fixed 
Jevel  costs  for  five  years,  no  deadhead  charges 
and  all  the  tax  benefits  allowed  by  law. 

AH  the  privileges  of  jet  ownership  are  yours. 
All  the  operational  and  maintenance  headaches 
are  ours.  No  ownership  program  is  more 
economical,  convenient,  or  flexible. 

NET  JETS  is  bottom  line  genius.  It  should  be. 
It's  a  system  of  EJA,  the  only  nationwide  business 


NET  JETS  SYSTEM 
CHARTER  SYSTEM 
MANAGEMENT  SYSTEM 


jet  ownership,  management  and  charter  company. 
So  you  have  fleet  back-up  and  flexibility  nobody 
can  match. 

It's  no  wonder  we've  added  25  new  owners 
in  just  four  months.  The  two  leading  light  jet 
manufacturers  don't  even  come  close. 

For  more  information,  call  or  write  John 
McPhilimy,  Executive  Vice  President,  Marketing, 
at  the  phone  number  or  address  listed  below. 

NET  JETS.  Why  buy  smart  when  you  can 
buy  genius? 

NET  JETS  SYSTEM 


&P 


THE  OWNERSHIP 
SERVICE  OF 

EXECUTIVE  JET  AVIATION,  INC. 

625  N.  Hamilton  Road 
Columbus,  OH  43219 

(800)  848-6436 

In  OH  (800)  282-6220 


75  members  of 

The  Forbes  Four  Hundred 

have  fortunes  derived 

principally  from 

manufacturing. 

(In  1987.  84.) 
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Real  estate.  Upper  Brookville,  NY. 
77.  Widowed,  2  children.  German 
great-grandparents  emigrated  NYC 
1860s,  real  estate  became  family 
calling.  Seymour  dropped  out  of 
Rutgers  to  |oin  family  firm  1931. 
Persuaded  kid  brother  Sylvan  Law- 
rence to  |om  1946.  Seymour:  "The 
older  ones  gotta  take  care  of  the 
young.  That's  the  way  we  were 
brought  up."  Bought  first  building 
1947  lor  S  135,000;  at  peak,  as  Syl- 
van Lawrence  Co.,  lower  NYC's 
biggest  commerc  I  landlord.  Since 
Sylvan's  death  191  old  $600  mil- 
lion of  properties  Seymour's  half  of 
fortune  worth  $450  million.  "It  was 
an  empi  ..mendous,  modern 

empire 
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Inheritance,  in  us.  Naples, 

Fla.  41.  Single  her  Barron 

Gift  Collier  parlayed  M  -liiphistrol- 


ley  car  ad  business  into  land;  at 
peak  owned  1.3  million  acres  S. 
Florida  (d.  1939).  Miles,  after  Co- 
lumbia U.  M.B.A.  1973,  liked  ven- 
ture capital;  by  coin  toss,  family 
split  land  empire  1980  after  strate- 
gy spat  (see  family).  "Everyone  was 
numb,  but  it  had  to  be  done."  His 
Collier  Enterprises:  77,000  acres, 
2,800  acres  Naples,  oil;  active  de- 
veloper. Into  Egyptian  art;  races,  re- 
stores classic  Porsches.  Worth  at 
least  $450  million,  not  counting 
unknown  venture  capital.  "I  know 
just  enough  about  all  kinds  of 
things  to  be  dangerous  at  all  of 
them." 
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Cousins.  Weis  Markets,  Inc.  Sig- 
fried:  Lewisburg,  Pa.  72.  Robert: 
Sunbury,  Pa.  69.  Both  married,  3 
children  each.  Their  fathers  opened 
little  grocery  store,  Sunbury,  1912. 
Now  1 16  stores  mostly  in  Pa.  Key: 
vertical  integration — "We're  very 
self-contained."  Have  own  dairy, 
construction  workers,  architects, 
trucking  fleet;  make  1,500  private- 
label  products  for  own  stores.  Also 
Amity  House  family-style  restau- 
rants (ice  cream,  sandwiches).  Fam- 
ily ownership  leads  to  high  returns: 
"When  we  expand  in  one  direction 
or  another,  we're  gambling  with 
our  own  money."  Zero  debt.  Sig, 
pres.,  studied  at  Andover,  Yale;  en- 
joys philanthropy,  traveling;  owns 
33%  Weis  stock  worth  $450  mil- 
lion. Robert,  vp,  owns  28%  worth 
$380  million;  his  sister,  Ellen,  an- 
other $1 16  million. 
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Real  estate.  San  Diego.  62.  Twice 
divorced,  remarried;  3  children. 
Raised  Depression-era  Chicago's 
North  Side;  Merchant  Marines,  U. 
of  Ariz.  Earned  $2,200/year  playing 
pro  football  for  Chicago  Cardinals 
(now  in  Phoenix);  after  Chicago  odd 
jobs,  moved  to  Calif.  1953.  Built 
low-income  housing,  offices,  ware- 
houses, etc.;  bought  San  Diego's 
grand  oceanfront  Hotel  del  Corona- 
do  for  $10  million  1963.  Now 
worth  at  least  $400  million.  "I  fell 
in  love  when  I  first  set  eyes  on  her." 
$1.2  billion  offer  for  Copley  Press 
rejected  1988:  "I'm  a  patient  man." 


Big  giver  education;  heavy-check- 
book liberal  Democrat:  "I  admit  to 
it."  Worth  at  least  $450  million. 


Kelly  Services.  Fort  Lauderdale.  82. 
Married,  1  son.  Father  international 
oil  pioneer,  died  1928  leaving  no 
estate,  7  children.  Russell  dropped 
out  of  U.  of  Pittsburgh,  became  car 
salesman.  Army  fiscal  analyst 
WWII,  saw  new  business  machines, 
realized  need  for  operators.  Opened 
Russell  Kelly  Office  Services  in  De- 
troit 1946.  First  sent  machines  and 
girls  to  clients'  offices.  When  cli- 
ents bought  own  machines,  still 
needed  people  trained  to  use  them. 
"It  just  seemed  to  be  a  natural  de- 
velopment ...  to  send  out  the  girls 
and  forget  about  the  machines." 
Brother  Richard  joined  1955.  Went 
public  1962,  now  more  than  800 
offices  nationwide.  Stepson,  Ter- 
ence Adderley,  pres.  and  ceo.  Stock 
worth  $450  million. 
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Apparel.  NYC,  Westchester,  N.Y. 
et  al.  49.  Married,  3  children.  Born 
Bronx,  NY,  to  Russian  immigrant 
mural/house  painter.  Quit  CCNY; 
first  sales  job  Brooks  Brothers.  Hit 
big  1960s:   wide,  colorful  ties.  "I 


The  average  estimated 

net  worth  of  members  of 

The  Forbes  Four  Hundred 

who  are  known  to  have 

graduated  from  a  college 

or  university  is  at  least 

$614  million. 

The  average  for  those 

who  never  attended 

college:  $511  million. 
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Direction. 


These  days,  it's  easy  for  investors  to  feel  lost.  Investment 
counselors  are  helping  them  find  their  way  with  mutual  funds  and 
unit  trusts  sponsored  by  Van  Kampen  Merritt— over  $20  billion 
worth.  Van  Kampen  Merritt  is  a  Xerox  Financial  Services  Company 
offering  a  wide  range  of  investment  banking  capabilities. 

See  the  light.  Ask  your  investment  representative  for  more 
complete  information,  including  all  charges  and  expenses.  Read  it 
carefully  before  you  invest  or  send  money.  Or  call  1-800-DIAL-VKM 
ext.1012.  In  Georgia,  1-800-633-2252  ext.  1012. 

Mutual  Funds,  Unit  Trusts,  Asset  Management, 
Precious  Metals,  Xerox  Life  Products,  Capital  Markets, 
Public  and  Health  Care  Finance. 


Van  Kampen  Merritt* 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction9 


-_ 
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didn't  think  i  was  a  designer,  but  I 
had  ideas."  Created  Polo  Inc.  1967; 
dressed  Robert  Redford  [The  Great 
Gatsby);  Diane  Keaton  [Annie  Hall) 
1970s;  got  big  on  preppie  look;  "in- 
stant classic"  Old  World  styles 
grossed  $2  billion  1988  despite 
sluggish  industry.  Jets  family 
among  several  homes.  His  90% 
Polo,  etc.  worth  at  least  $450  mil- 
lion. Lauren:  "To  have  a  strong  con- 
cept and  point  of  view  that  you 
believe  in  and  stand  by." 


c/iicna#d  &  .%acow 

zDwvia  eft.  Jpacow 

Brothers.  Shopping  centers.  Dick: 
Lakewood,  Ohio;  NYC.  63.  Di- 
vorced, 3  children.  Dave:  Bay  Vil- 
lage, Ohio.  67.  Married,  3  children. 
Father  marketed  Goodyear  dirigi- 
bles. Dick  and  Dave  early  hustlers: 
Dick  hawked  window  polish;  Dave 
was  a  carhop  at  Chicken  Charlie's. 
After  WWII  brothers  sold  real  es- 
tate; scouted  sites  for  then-fledg- 
hng  mall  developer  Edward  DeBar- 
tolo  (which  see).  With  partner  Domi- 
nic Visconsi,  built  mall  Columbus, 
Ohio  1962;  44  malls  later  Jacobs 
Visconsi  &  Jacobs  owned  42  mil- 
lion sq.  ft.  nationwide.  Dick  deals, 
Dave  builds;  Dick:  "We  were  in  the 
right  industry  at  the  right  time." 
Now  retired  Visconsi  mostly 
bought  out.  Also  Wendy's  fran- 
chises, Marriott  hotels,  Cleveland 
Indians;  building  2.5  million  sq.  ft. 
Cleveland.  Dick  and  Dave  share 
fortune  estimated  $740  million; 
Dick  has  larger  share.  Dick:  "I  nev- 
er figured  it  up.  If  you  saw  my  desk 
you'd  understand  why." 
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CBS.  N  Southampton,  N.Y. 

87.  Divorced,  widowed;  4  children, 
2  stepchildren  Grandfather:  Rus- 
sian lumbei  lagn  .  cathcr: 
wealthy    PhilaiK  i    king 

Graduated  Wharton  Sch 
nance   1922;   stint  in  father's  co. 
Bought  foundering  radio  nv. 
1927.  Raided  NBC  for  luminous 
star  stable  (Jack  Benny,  Red  Skcl 
ton,  Amos  'n'  Andy).  Built  CBS  em- 
pire:  1987  revenues  $2.8  billion. 
Retirement    1983    prompted    Lew 
Wasserman  comment:  "As  long  as 
Bill  Paley  has  breath  in  his  body,  he 


will  be  CBS."  Apparently  so:  Paley 
in  1987  comeback  coup  with  Larry 
Tisch  (which  see).  CBS  holdings,  art 
collection,  other  assets,  worth  at 
least  $440  million. 
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Finance.  Calif.,  NYC.  64.  Divorced, 
remarried  (to  actress  Pia  Zadora);  3 
children  by  first  marriage,  2  by  sec- 
ond. Born  Turkey,  landed  U.S. 
1947.  Stockbroker,  Minneapolis. 
Organized  investment  syndicates. 
Built  own  empire  by  piling  debt  on 
debt  in  nonstop  acquisition  policy. 
Dubbed  "Meshuggener  Reckless" 
by  friends.  Companies  periodically 
leveraged  to  breaking  point.  "You 
can  name  the  price  if  I  can  name 
the  terms."  He  even  buys  debt:  $1.5 
billion  worth  came  with  recent 
purchase  of  E-II;  but  lure,  no  doubt, 
was  the  $1.5  billion  cash  in  Ell's 


Among  graduates  of  colleges 

and  universities  on 

The  Forbes  Pour  Hundred, 

the  most  numerous  were: 

Yale:  24 

Harvard:  15 

Penn:  10 

Princeton:  10 

Stanford:  9 

Columbia:  9 

MIT:  8 

NYU:  7 


coffers.  Now  controls  billions 
through  his  companies.  After  debt, 
estimated  net  worth  at  least  $440 
million. 


Leisure  craft.  Seattle.  55.  Married,  2 
children.  Founded  Bayliner  (power- 
boats) 1955.  Co.  was  fastest  craft  on 
water:  Sales,  profits  doubled  in  each 
of  last  3  years  before  sold  to  Bruns- 
wick late  1986.  Noncommunica- 
tive:  Edson  says  he  has  no  other 
interests,  investments,  associa- 
tions. Maintains  105-ft.  yacht;  pi- 
lots the  several  planes  he  owns.  Re- 
markable ability  to  carry  out  classic 
precept:  simplification  of  produc- 
tion in  traditionally  custom-craft 
business.  Also,  simple  credo:  Suc- 
cess is  assured  by  giving  best  value 
to  consumer.  Proceeds  of  Bayliner 
sale  conservatively  invested.  Net 
worth  exceeds  $440  million. 


c/i)o6'^onn  t.  -'ftaanea 

Cable  tv.  Denver.  64.  Widowed,  2 
sons.  Oklahoma-born  son  of  refrig- 
erator salesman  worked  as  rough- 
neck, cottonseed  buyer.  Got  idea 
to  bring  tv  to  rural  towns  via 
cable.  With  late  wife  Betsy  and 
$500,  laid  first  system  in  Texas 
Panhandle  1956.  Followed  simple 
formula:  install  systems  in  small 
towns,  depreciate,  sell,  buy  fran- 
chises in  larger  towns.  "Old  pole 
climber"  formed  Tele-Communi- 
cations Inc.  1968;  now  nation's 
biggest  cable  tv  firm,  large  invest- 
ments in  other  operators  (has  in- 
terests in  8.4  million  subscribers). 
Collects  Western  art.  His  10%  of 
TCI  and  other  investments  worth 
over  $435  million. 


Real  estate.  NYC.  64.  Divorced,  re- 
married; 1  son,  2  stepchildren. 
Started  as  real  estate  broker  1947. 
With  commissions,  bought  first 
Manhattan  apartment  building  a 
year  later  "the  usual  way:  I  saved." 
Gambled  everything  1962:  built 
1.76-million-sq.-ft.  office  tower  at 
277  Park  Avenue.  Now  Chemical 
Bank  Building,  worth  minimum 
$170  million.  Not  co-oping  his 
2,800    Manhattan    apartments:    "I 
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The  Right  Kind 
of  Diversity 


Transportation  and  Waste  Services  Trains  and  ships  exchange 
traffic  at  our  Montreal  container  terminal,  a  prime  example  of  synergies  that 
exist  among  our  broadly-based  rail,  ship  and  truck  services. 


Real  Estate  and  Hotels  Marathon 
Realty  has  28  million  square  feet  of 
leasable  space  in  shopping  centers, 
office,  industrial  and  aviation  buildings 
in  Canada  and  the  United  States. 


Energy  Our  oil  and  gas  company, 
PanCanadian  Petroleum,  has  working 
interests  in  eight  million  net  acres  sup- 
ported by  an  aggressive  exploration, 
development  and  acquisition  program. 


Forest  Products   Our  newsprint, 
pulp,  paperboard  and  packaging, 
white  paper,  tissue  and  lumber 
products  make  us  one  of  Canada's 
largest  integrated  forest  products 
companies. 


Manufacturing   Packaging  and  processing 
equipment,  such  as  these  valves  for  the  beverage 
industry,  is  a  major  business  activity  for  our 
U.S.-based  manufacturer,  AMCA  International. 


Focused  on  Strong  Core  Businesses 


Diversity  is  one  of  our  strengths  at  Canadian 
Pacific— the  right  kind  of  diversity. 

We  have  major  positions  in  basic  industries: 
transportation  and  waste  services,  energy,  forest 
products,  real  estate  and  hotels,  and  manufacturing. 
We  have  a  broad  geographic  base  in  North  America 
and  serve  markets  around  the  world.  And  we  have 
restructured  our  businesses  to  make  us  less 
vulnerable  to  economic  cycles. 

We  have  the  management  skills  and  the  financial 
flexibility  to  expand  these  businesses,  to  exploit 


their  inherent  competitive  advantages,  and  to 
develop  the  natural  synergies  among  them. 

This  is  producing  higher  returns  and  better  quality 
earnings  for  our  shareholders.  And  that's  our  goal 
at  Canadian  Pacific. 

For  more  information  about  how  we  are  pursuing 
our  goal,  contact:  Vice-President  Investor  and 
Industry  Relations,  Canadian  Pacific  Limited, 
P.O.  Box  6042,  Station  A,  Montreal,  Quebec, 
Canada  H3C  3E4.  Phone:  514-395-6749. 


Canadian  Pacific  Limited 
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think  it's  too  much  of  a  hassle";  has 
pieces  6  other  NYC  office  build- 
ings. Won  1977  court  ruling  deny- 
ing apt.  leases  to  "intelligent"  per- 
sons— i.e.,  would-be  tenants  who 
know  law  and  may  cause  trouble. 
NYC  office  space,  apts.,  etc.  worth 
at  least  $430  million. 


yuUfbvcl  &la* 


O 


Real  estate.  Beverly  Hills.  67.  Di- 
vorced, remarried;  2  children.  Fa- 
ther ran  Knoxville,  Tenn.  welding 
shop;  after  Geo.  Wash.  U.,  WWII, 


At  least  9  members  of 
The  Forbes  Four  Hundred 
did  not  finish  high  school. 

At  least  40 

finished  high  school  only. 

At  least  296  attended  college, 

of  which  242  graduated. 

Postgraduate  degrees: 

M.B.A.,  46;  Law,  16; 

Other,  17. 

built   Knoxville   steel   plant;    then 
apt.    house    for   widowed    mother 
1950.  Moved  into  shopping  centers 
1950s-60s;  built  LA'8  3-mil] 
ft.  Del  Amo  Fashion  cente 
nation's  largest  mall:  "It's  like  -un- 
ning  a  city."  Tax-assessed 
$240  million;  market  value 
million.  Guil:  "Thank  goodncs- 


Prop.  13."  Also  Atlanta,  Boston, 
Pittsburgh.  Active  Jewish  causes, 
building  community  center  in  Isra- 
el with  buddy  Armand  Hammer; 
adviser  to  Israeli  prime  ministers: 
"I  am  close  with  those  fellas." 
Worth  at  least  $430  million. 
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Investments,  oil.  NYC.  85.  Wid- 
owed; 1  son,  1  daughter.  Learned 
banking  from  father  in  eastern  Po- 
land. Ownership  of  New  York  trav- 
el bureau  provided  entry  ticket  to 
U.S.  1939.  Spoke  no  English; 
formed  investment  house  Gruss  &. 
Co.  Sank  arbitrage,  brokerage  prof- 
its into  oil  &  gas  from  1952  with 
silent  partner  John  Cox  (which  see). 
Used  to  beat  on  office  wall  to  sum- 
mon accountant.  Donated  more 
than  $100  million  to  Jewish  causes: 
"This  is  my  monument."  Son  Mar- 
tin now  runs  business,  recently 
selling  half  of  oil  production,  plug- 
ging proceeds  into  stocks  (includ- 
ing 10%  stake  in  Chock  Full  O' 
Nuts).  Worth  at  least  $420  million. 
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Partners.  Real  estate.  Chicago.  Both 
live  Winnetka,  111.  50.  Married,  3 
children  each.  Grew  up  together  on 
Chicago's  North  Side;  delivered 
root  beer  together,  roommates  at  U. 
of  Illinois.  Both  CPAs;  Toyota  dis- 
tributor Malkin  talked  successful 
lawyer  Bluhm  into  syndication 
business  1968.  Judd:  "I  had  to  twist 
his  arm  to  leave."  JMB  Realty  Corp. 
now  controls  over  $21  billion  in 
real  estate  assets;  many  projects  for 
own  account:  built  Chicago's  Wa- 
ter Tower  Place,  bought  Federated 
Realty  Associates.  Neil:  "We  dp 
lots  of  things  besides  syndication." 
Bought  Disney's  Arvida  Corp.  for 
$400  million  1987;  swallowed  $2 
billion  Canadian  giant  Cadillac 
Fairview  1987,  Amfac  (one  of  larg- 
est Hawaiian  landholders)  1988.  "A 
lot  of  developers  are  high  profile. 
They  can  have  the  glory;  we'll  take 
the  cash  flow."  Lost  $17.5  million 
bid  for  Chicago  (football)  Bears 
stake  1988.  Pair's  66%  stake  JMB, 
other  assets,  worth  well  over  $800 
million.  Neil:  "You'd  be  safe  dou- 
bling that." 
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Brothers.  Real  estate.  NYC.  Larry: 
78.  Zachary:  77.  Both  married,  1 
child  each.  Third-generation  New 
York  real  estate  family;  as  teen- 
agers, Larry  and  Zach  bought  Phila- 
delphia bank  building  1926.  Built 
apts.  in  NYC's  Queens,  1930s-40s; 
then  Manhattan  offices  1960s.  Cri- 
teria: "Location,  location  and  loca- 
tion." Own  several  NYC  signature 
buildings:  Burlington  House,  Park 
Ave.  Plaza,  Burroughs  building; 
now  over  7  million  sq.  ft.  Manhat- 
tan office  space,  most  prime.  Some 
projects  with  erstwhile  billionaire 
Daniel  Ludwig  (which  see).  Lever- 
age? Larry:  "We're  very  cast)  lever- 
aged." Active  in  stock  market:  run 
at  Disney  with  Saul  Steinberg 
(which  see)  1984,  pocketed  $30  mil- 
lion profit;  considered  CBS  bid 
1985.  Larry  N.Y.  Yankees  fanatic, 
buddies  with  George  Steinbrenner; 
Zach  bankrolled  conversion  of 
WW  II  aircraft  carrier  Intrepid  float- 
ing museum.  Together  Larry  and 
Zach  worth  at  least  $800  million. 
Larry:  "When  you  did  your  billion- 
aire list,  you  missed  me." 
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Oil  &  gas.  Baton  Rouge,  La.  88. 
Married;  1  son  (killed  in  1958  oil  rig 
accident).  Son  of  eye  &  ear  doctor, 
born  one  year  after  state's  first  oil 
strike.  Spent  summers  roughneck- 
ing;  joined  father's  clinic  in  1925, 
but  returned  to  oilfields  day  after 
father's  death.  Worked  sandy  Tus- 
caloosa Trend  despite  dry  holes; 
first  big  strikes  1952  didn't  surprise 
him:  "I  just  sort  of  expected  them." 
Major  oil  companies  flocked  to 
field.  "Doc"  now  has  interest  in  at 
least  100  wells  in  7  states;  said  to 
have  $70  million  in  local  banks. 
Interest  in  nutrition  spurred  $125 
million  donation  (in  oil,  stocks, 
bonds)  to  create  LSU  nutrition  cen- 
ter 1983.  His  net  worth  believed  to 
exceed  $400  million. 


Citrus.  Dade  City,  Fla.  and  High- 
lands, N.C.  88.  Widowed,  remar- 
ried,   divorced;    2    children.    Born 
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Georgia;  sold  Fords,  threw  suitcase 
into  his  Model  T,  headed  to  Fla. 
Bought  first  groves  1920;  became 
mayor  Auburndale  at  age  25.  Quit 
politics  1930,  "decided  to  tend  my 
own  business."  Business  now  over 
30,000  acres  orange,  grapefruit 
grove  land  in  high-demand  So.  Fla. 
Strong  believer  in  family  business: 
"My  family  are  my  only  stockhold- 
ers." Retreats  to  N.C.  home  six 
months  a  year;  "The  Wheel"  has 
played  gin  rummy  with  same  pals 
for  40  years.  Second  marriage  lasted 
3  months;  working  on  number  3: 
"I'm  always  looking."  Net  worth 
over  $400  million. 


NYC,  London  et  al.  Sons  of  Karl  F. 
Landegger,  who  bought  Austrian 
paper  mill  1920s.  Fled  Hitler  1938, 
arrived  U.S.  1940  with  some 
$40,000.  Purchased  Parsons  & 
Whittemore,  then  small  pulp  trad- 
ing firm,  now  worldwide  builder  of 
pulp  and  paper  mills  with  capacity 
of  2,400  tons  a  day.  Has  built  64 
mills  in  mostly  developing  and 
communist  countries.  Owned  by 
sons  since  father's  death  1976.  Also 
Black  Clawson,  paper  machinery 
firm  with  $200  million  in  sales. 
Carl,  58;  married,  6  children.  Heads 
U.S.  operations;  alter  ego:  archeolo- 
gist.  Discovered  pre-Columbian 
cities,  earliest  New  World  wreck 


Among  The  Forbes  Four 

Hundred,  August  Busch 

and  George  Mitchell 

have  the  largest  number  of 

living  children  (10). 


(16th-century,  Bermuda).  George, 
50;  married,  5  children.  Runs  over- 
seas operations.  With  pulp  industry 
strongly  on  upswing,  companies 
believed  worth  over  $800  million. 
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Chewing  gum.  Lake  Geneva,  Wis. 
and  Chicago.  55.  Twice  divorced, 
remarried;  2  sons,  1  daughter. 
Grandson  of  William  Wrigley  Jr., 
salesman;  arrived  Chicago  1891 
with  $32.  Sold  baking  soda  with 
premium:  free  chewing  gum.  Dis- 
covered gum  sold  better.  Pioneered 
retail  incentives  for  merchants 
(lamps,  scales,  razors);  one  of  first 
to  advertise  product  by  brand- 
name.  Introduced  Wrigley's  Spear- 
mint, Juicy  Fruit,  Doublemint 
gums.  Now  world's  largest  manu- 
facturer (just  under  50%  of  U.S. 
market).  William  ("Basically  gum 
is  an  adult  pacifier")  president. 
Raises  Arabian  horses.  Sold  Chica- 
go Cubs  1981  to  pay  parent's  es- 
tate taxes.  His  share  Wrigley 
worth  $400  million. 


Real  estate.  San  Francisco.  73.  Mar- 
ried; 1  daughter,  1  son  in  business. 
Son  of  Long  Island  clothier,  hired 
on  as  real  estate  salesman  for  Mil- 
ton Meyer  &  Co.  in  San  Francisco 
1946  after  Air  Force.  Named  part- 
ner 1951,  bought  company  outright 
on  Meyer's  death  1960.  SF's  "Doy- 
en of  Office  Landlords";  owns  near- 
ly 4.5  million  sq.  ft.  offices,  man- 
ages another  14  million.  Put  up 
only  $2  million  in  equity  to  buy 
$660  million  Bank  of  America 
headquarters  1985.  Major  Demo- 
cratic fundraiser.  Daughter  is 
Broadway  producer  (Fences).  Net 
worth  exceeds  $400  million.  "If 
you're  going  to  get  an  asset,  make 
sure  that  you  have  something  that 
other  people  want." 


Meat,  potatoes.  Boise,  Idaho.  79. 
Divorced,  remarried;  4  children.  At 
14  "Jack"  quarreled  with  Dad,  quit 
8th  grade  to  raise  hogs;  moved  into 
potato,  onion  processing.  Supplied 
GIs  with  dehydrated  spuds  WWII; 
struck  gold  early  1960s:  persuaded 


1 


The  average  number  of 

children  among  members 

of  The  Forbes  Four 

Hundred  is  3.1 

McDonald's  founder  Ray  Kroc  to 
buy  his  patented  frozen  french 
fries.  Private  J.R.  Simplot  Co.  now 
$1.1  billion  (sales)  agribusiness  gi- 
ant: food  processing,  fertilizer,  cat- 
tle, etc.;  "French  Fry  King"  runs  1 
billion  pounds  spuds  a  year.  His  $20 
million  investment  Micron  Tech- 
nology now  worth  $100  million. 
"The  only  smart  thing  I've  ever 
done  is  hang  on."  After  reexamina- 
tion, Simplot  now  believed  worth 
at  least  $400  million. 


Finance.  NYC.  49.  Twice  divorced, 
remarried;  6  children.  Brooklyn- 
born  son  of  rubber  manufacturer, 
read  financial  page  for  fun,  Whar- 
ton grad  at  19.  Founded  computer 
leasing  firm  with  father's  $25,000 
1961,  took  high-flying  Leasco  pub- 
lic 1965.  Acquisition  binge:  bought 
control  of  staid  Reliance  Insurance 
1968;  failed  run  at  Chemical  Bank 
1969  earned  fame  as  enfant  terrible. 
Took  Reliance  private  1982  for 
$550  million;  public  again  1986. 
Firms  underwriting  losses  balanced 
by  greenmail  (Disney,  etc.),  sharp 
investments  (Days  Inn,  Tele- 
mundo);  but  crash  bludgeoned 
stock,  lost  50%  value.  With  invest- 
ments, art,  real  estate,  still  believed 
worth  over  $400  million. 


Amerada  Hess  Corp.  NYC  and 
Deal,  N.J.  74.  Married,  3  children. 
Father  came  from  Lithuania  1904; 
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star  ill    N.J.    fuel    delivery 

firm.  Went  broke  1933,  reorganized 
with  Leon  {age  18)  at  helm.  Saw 
potential  in  tarry  residual  oil;  built 
truck  fleet  to  deliver  while  still  hot 
(hence  pourable).  Pursued  federal 
oil  contracts,  entered  storage  busi- 
ness, 1938.  Later  exploration,  refin- 
ing, retailing.  Merged  with  Amer- 
ada Corp.  1969;  now  $4.7  billion 
(sales)  oil  Goliath.  Son  John,  vp, 
groomed  to  take  over,  but  Hess  still 
rules.  "As  long  as  I  live,  have  my 
health  and  can  justify  my  exis- 
tence, I  expect  to  stay."  With  A-H 
stock  and  New  York  (football)  Jets, 
worth  at  least  $400  million. 


Malcolm  ■'  wt&tim  cam, 


y 


Publishing,  TV.  Englewood  and 
Spring  Lake,  N.J.  50.  Married,  3 
children.  Wall  St.  stockbroker 
grandfather  bought  into  Bergen 
County  (N.J.)  Record  1922;  wholly 
owned  since  1930.  From  small 
county  daily  to  suburban  power- 
house (Sunday  circ.  230,000);  wild- 
ly profitable.  Malcolm  took  over 
1971,  bought  out  brother  1982.  Ma- 
cromedia Inc.  now  4  TV  stations,  2 
newspapers:  Woodbndge  (N.J.) 
News-Tribune  (circ.  52,000).  Has  10 
TV  sets  at  home,  got  first  VCR  last 
X-mas.  Son  John,  26,  works  for  /  s  \ 
Today.  Tried  to  move  WWII  subma- 
rine museum  berthed  on  his  prop- 
erty: "The  submarine  is  not  all  that 
wonderful."  Dan  Aykroyd  sound- 
alike  controls  fortune  over  $400 
million.  "People  may  consider  me 
fat,  dumb,  lazy — and  happy." 
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Inheritance.    Houston.    80.    Wid- 
owed, 2  daughters.  Widow  of  oil 
roughneck    and    ex-boxer    Robert 
Everrett  (RE.  Bob)  Smith,  who  bor- 
rowed $25,000  to  buy  two  oil  rigs 
1922  Oil  profits  into  Houston-area 
land     1940s-50s;     became     Harris 
County's     largest     owner     (over 
11,000  acres):  "I  have  a  thorough 
•  inflation.  That's  why  I  La- 
in land."  Much  land  in  path  of 
boom;    cobuilt    parts   of 
iena    complex.    Helped 
U  Colt  45s  (now  Hous- 
1960)  died  1973,  esti- 
;  n. lion    estate     Viv 
a  weekj  owns  12%  As- 
Ls   most   home  games: 


"She's  been  a  baseball  fanatic  all 
her  life."  Remaining  land,  sale  pro- 
ceeds, oil  &.  gas  interests  believed 
worth  at  least  $400  million. 


Real  estate.  NYC  and  Rye,  N.Y.  51. 
Married,  3  children.  Father  Jack 
started  small  Bronx  construction 
firm  1928;  built  in  Manhattan  early 
1950s.  Burt  joined  Jack  Resnick  &. 
Sons  after  U.  of  Chicago  1956;  de- 
veloped residential  projects,  bought 
older  NYC  buildings  after  1970s 
real  estate  crash.  Company  now 
controls  some  5  million  sq.  ft.  NYC 
office  space,  thousands  of  New 
York  area  apts.;  all  managed  in- 
house:  "No  one  can  take  better  care 
of  them  than  us."  Some  early  proj- 
ects with  Arthur  Belfer  (which  see); 
two  current  NYC  office  projects 
now  being  leased.  Jack  largely  re- 
tired in  Fla.;  Burt  runs  show  now 
worth  at  least  $400  million. 
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Inheritance.  NYC.  66.  Widowed,  4 
children.  Widow  of  Sol  Goldman, 
billionaire  NYC  real  estate  baron, 
died  10/18/87.  Sol  bought  fore- 
closed properties  1930s.  Partners 
with  Alex  DiLorenzo  Jr.  1951;  Gold- 
man-DiLorenzo  grew  into  area's 
largest  landlord.  Post-NYC  real  es- 
tate crash,  split  properties  with  Di- 
Lorenzo heirs  (uhicli  see)  1975;  at 
death,  owned  nearly  700  NYC  par- 
cels. Lillian  sued  for  divorce  1983; 
reconciliation  agreement  gave  her 
33%  of  Sol's  estate.  Lillian  sued  to 
void  it,  claimed  conspiracy;  lost 
1987.  Sol  willed  her  33%  in  trust; 
she's  suing  (again)  to  get  cash  up- 
front. Either  way,  should  get  over 
$400  million  ( see  family). 
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Oil,  real  estate.  Dallas.  68.  Wid- 
owed, remarried;  4  children.  Dallas 
boy  "Bum"  studied  Andrew  Carne- 
gie, J. P.  Morgan.  After  Texas  A&.M, 
quit  as  Sun  Oil  engineer  to  wildcat 
late  1940s;  bought  real  estate  with 
oil  profits:  "Every  Sunday  I'd  load 
my  wife  and  kids  into  the  car  and 
price  land."  Also  trucking,  bank- 
ing; sold  East  Texas  Motor  Freight 
Co.  1982  for  estimated  $70  million. 


Bright  Banc  ($4.8  billion  assets) 
sinking  under  Texas  economy, 
nearly  worthless.  "I'd  sell  anything 
I  couid  get  any  money  for."  A  few 
candidates:  2,500  prime  N.  Dallas 
acres,  40%  Dallas  Cowboys,  oil  & 
gas.  Bum:  "I  never  said  I  was  worth 
$600  million.  You  did."  Was,  once. 
Still  worth  some  $400  million. 


Nike,  Inc.  Beaverton,  Ore.  50.  Mar- 
ried, 2  sons.  Ran  track  at  U.  of  Ore- 
gon. M.B.A.  Stanford  1962.  Wrote 
paper  for  marketing  class,  inspired 
idea  of  selling  athletic  shoes  pro- 
duced in  Japan:  "Everybody  was 
writing  about  computers  and  elec- 
tronics, but  all  I  really  knew  about 
was  running."  Imported  Japanese 
sneakers  with  track  coach,  Bill 
Bowerman  (cofounder,  Nike), 
worked  as  CPA  for  Price  Water- 
house.  Bowerman  designed  track 
shoes  (put  rubber  in  waffle  iron  to 
create  uniquely  studded  sole), 
Knight  advertised  Nike  as  shoe  of 
champions.  Today  stock  and  other 
holdings  worth  $400  million.  Still 
runs,  works  60  hours.  "It's  what 
I've  chosen  to  do  with  my  life." 
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Partners.  Real  estate,  investments. 
Chicago.  As  U.  of  Mich,  fraternity 
brothers,  started  investing  in  Ann 
Arbor  real  estate.  First  building: 
$1,500  down  on  $19,500.  Split 
briefly  while  Sam  practiced  law. 
Anticipating  inflation,  bought  dis- 
tressed Sunbelt,  Midwest  proper- 
ties 1970s,  rehabbed  for  fraction  of 
new  construction  cost;  sold  some 
for  big  gains,  picked  up  more.  Same 
approach  to  corporate  America: 
took  control  of  Itel  Corp.,  Great 
American  Management  &  Invest- 
ment; used  tax-loss  carryforwards 
in  further  buys.  Recently  acquired 
holdings  from  Henley  Group  Inc. 
Sam,  self-described  "gravedancer, " 
46.  Married,  3  children.  Son  of  Pol- 
ish immigrants,  peddled  Playboy  in 
grade  school  for  200%  profit.  Beard- 
ed biker,  prefers  denim  to  pin- 
stripes. Naturally  acquisitive.  "My 
whole  focus  is,  how  can  I  get  a 
monopoly?"  Robert,  "a  Woody  Al- 
len look-alike,"  46.  Married,  6  chil- 
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When  the  business  has  made  a  profit,  how 
does  the  Corporate  Treasurer  explain  a  loss? 


, 


You  know  that  foreign  exchange  rates  are 
notoriously  fickle.  And  can  turn  profit  into 
loss  overnight. 

Yet  to  hedge  fully  is  not  necessarily  the 
right  solution.  Whichever  way  you  turn  there's 
risk  involved. 

Thus  it  makes  sense  to  turn  to  NatWest. 
Because  Risk  Management  is  our  business. 

And  this  is  how  it  can  work  for  yours. 

We'll  assign  you  an  Account  Executive. 
Who'll  help  you  draw  up  a  strategy  tailor-made 
to  your  needs. 

To  stabilize  the  exchange  risk  we'll  propose 
an  imaginative  financial  package. 

Our  hedging  vehicle  could  involve  the  use 
of  currency  baskets. 

We  can  provide  options  against  an  abrupt 

National  Westminster  Bank  PLC.  Atlanta  •  Boston  ■  Chicago 


reversal  of  your  projections  or  an  aborted  over- 
seas contract. 

With  Forward  Exchange  Facilities  we  can 
cover  you  against  long-term  risk. 

Few  banks,  if  any,  can  deal  from  such  a 
position  of  strength. 

But  then,  it  does  help  to  be  AAA  rated, 
have  an  asset  base  of  more  than  $160  billion 
and   a  network   dealing  in  the  key  financial 
centers  of  the  world. 

Discover  how  Risk  Management  can  tip 
the  balance  sheet  in  your  favor. 

Call  John  Thornton,  Manager  and  Vice 
President,    National   Westminster   Bank    PLC, 
175,  Water  St,  New  York.  Tel.  New  York  602  4287. 


Risk  Management  by 
A  National  Westminster  Bank  PLC 


Dallas     Houston     Los  Angeles  •  New  York  ■  San  Francisco 
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Exploration  highs . . .  flew  payoffs  continue  to 
come  from  our  worldwide  exploration  and  drilling  program 

—with  12  oil  or  gas  discoveries  in  the  first  half  of  the  year:  four  in 
the  Morth  Sea,  two  each  in  the  U.5.,  Canada  and  Indonesia,  and 
others  in  Germany  and  Austria,  next  year  we'll  be  producing  an 
estimated  70  million  additional  cubic  feet  of  gas  a  day  from 
the  Mobil-operated  Camelot  field  under  development  in  the 
British  north  5ea.  And  a  consortium  including  Mobil  Oil  Canada 
has  signed  a  preliminary  agreement  with  the  governments  of 
Canada,  newfoundland  and  Labrador  that  could  lead  to  develop- 
ment of  the  giant  tiibernia  oil  field  offshore  newfoundland. 

Making  waves . . .  We're  getting  better  data  from 
our  innovative  exploration  technologies,  which  are  improv- 
ing our  chances  of  finding  hydrocarbons.  We  were  the  first  to 
develop  a  shear  wave  logging  system  that  gives  us  new  informa- 
tion from  down  the  well  on  certain  sand  and  shale  formations- 
data  that  conventional  acoustic  tools  just  can't  get.  Our  technol- 
ogy enabled  us  to  discover  a  producing  zone  offshore  Louisiana, 
for  example,  that  otherwise  might  not  even  have  been  tested. 

A  model  program...  In  the  high  tech  field  of 
seismic  modeling  we're  also  an  industry  leader.  Using 
advanced  mathematical  techniques  and  sophisticated  software 
engineering,  we've  been  able  to  simulate  the  travel  of  seismic 
waves  in  three-dimensional  geologic  models  of  entire  reser- 
yoirs— something  not  previously  feasible  on  this  kind  of 
scale.  By  comparing  the  simulated  waves  with  actual  field  data, 
we  can  assess  the  accuracy  of  our  geologic  models— getting 
an  edge  in  identifying  potential  hydrocarbon  zones. 

Patent  prowess . . .  This  emphasis  on  cutting-edge 
technology  in  all  phases  of  our  business  is  one  of  the  reasons 
Mobil  has  led  the  U.S.  oils  in  the  number  of  U.S.  patents 
issued  in  the  past  five  years.  And  a  recent  study  performed  by 
an  independent  consulting  group  found  Mobil's  patents  to  be 
more  frequently  cited  in  other  patents  than  our  competitors'— an 
indication  of  innovative,  high-impact  technology. 


It's  free:  For  a  booklet  on  Mobil's  U.S. 

Exploration  &  Producing  operations,  please  write  Box  EP. 

Supplies  are  limited. 


M@bil 
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dren.  Bob  crunches  numbers  while 
Sam  cuts  deals:  "Two  halves  of  a 
single  human  being."  Partners 
share  fortune  believed  to  exceed 
$780  million. 


*Jfefine-n  zDa/vi&oti  cfdecAte/ \Jr. 

JteAnem  zlaiMSon  cljec/Uel%t. 

Engineering,  construction.  Father: 
Oakland,  Calif.  88.  Married,  2  chil- 
dren. Son:  San  Francisco.  63.  Mar- 
ried, 5  children.  Patriarch  Warren 
Bechtel  (d.  1933)  founded  Bechtel 
Co.  predecessor  1898  in  Oklahoma 
Territory.  Moved  to  Oakland  1904. 
Built  railroads;  led  $50  million 
Hoover  Dam  job.  Son  Stephen  Sr. 
won  profitable  govt,  contracts  for 
shipyards,  pipelines  WWII.  Became 
industry  goliath:  Alaskan  pipeline; 
D.C.,  SF  subways.  Stephen  Jr.  took 
over  1960,  built  over  40%  all  U.S. 
nuclear  power  plants.  Oil  boom 
brought  huge  Saudi  Arabian  con- 
tracts 1970s,  including  multi- 
billion-dollar  industrial  city,  lubail. 
"The  Saudi  family  likes  dealing  one 
dynasty  to  another."  Top  execs 
tapped  for  Reagan  cabinet  posts  (in- 
cluding Shultz,  Weinberger).  Good 
times  over:  Revenue  peak  $14  bil- 
lion 1983,  now  $4.5  billion,  down 
30%  in  last  year  alone.  Now  taking 
equity  positions  in  own  construc- 
tion projects;  planning  investment 
in  nuclear  plant.  Very  private  Sr. 
and  Jr.  control  estimated  50% 
Bechtel  Group,  other  investments 
worth  at  least  $780  million. 
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Partners.  Oil,  investments.  Mid- 
land, Tex.  Formed  Wagner  & 
Brown  Oil  Properties  1962;  sealed 
partnership  with  handshake:  "We 
just  complement  each  other."  Huge 
oil  holdings  Texas,  N.M.,  La., 
Mich.,  Rocky  Mts.;  also  real  estate, 
plastics  technology.  Cy:  54.  Di- 
vorced, remarried;  5  children.  Born 
Tulsa,  U.  of  Okla. -educated  geolo- 
gist; the  dealster.  Jack:  63.  Married, 
3  children.  Native  Texan,  Texas 
A&Jvl-cducated  engineer.  "Brown 
knows  a  good  deal  when  he  sees  it. 
Wagner  knows  how  to  sell  it." 
loined  takeover  game,  with  raider 
T.  Boone  Pickens  in  failed  Gulf  bid 
1984,  pocketed  $70  million;  also  in 
on  Pickens'  runs  for  Unocal,  Phil- 
lips Petroleum.  Went  solo  as  "Des- 
ert  Partners"    1984,   long  trail  of 


FORBES  400/OCTOBER  24,  1988 


let  SteinRoe 
help  conserve 
your  reserves. 


There's  a  certain  part 
of  your  investments  that  you 
just  don't  take  chances  with. 
Especially  in  these  uncertain 
financial  times. 

It's  your  reserves.  Money 
you  can't  afford  to  take  great 
risks  with. 

Many  agree,  now's  the 
time  for  cautious  investors  to 
seek  less  risky  places  for  their 
hard-earned  money. 

A  place  like  these  three 
SteinRoe  100%  pure  no-load 
mutual  funds.  Funds  designed  to 
help  you  conserve  your  reserves. 

Cash  Reserves 

This  high-quality  money 
market  fund  offers  capital  preser- 
vation and  competitive  yields.  It's 
a  particularly  attractive  alterna- 
tive for  short-term  savings  needs, 
such  as  the  down  payment  on  a 
home  or  purchase  of  a  new  car. 

Managed  Bonds 

Seeks  to  provide  a  high  level  of  income  consistent 
with  preservation  of  capital,  by  investing  in  high-quality 
corporate  bonds,  government  securities,  commercial 
paper  and  certain  bank  obligations.  Our  quality-conscious 
approach  provides  the  careful  investor  with  an  opportunity 
to  earn  attractive  levels  of  income  for  reinvestment  or  to 
help  defray  living  expenses. 

Managed  Municipals 

This  fund  is  ranked  number  one  out  of  40  general 
municipal  bond  funds  by  Lipper  Analytical  Services,  Inc.  for 
total  return  over  the  five  years  ending  June  30, 1988.*  It 
utilizes  long-term  municipal  bonds  in  its  quality-conscious 
portfolio  to  provide  investors  with  high  current  income 
that  is  exempt  from  Federal  income  tax.  Many  conservative 


Liberty  Securities  Corporation,  Distributor 
©  1988  Stein  Roe  &  Farnham  Incorporated 


investors  use  it  for  long-term 
objectives  such  as  retirement  or 
college  expenses. 

All  our  funds  are  no-load. 
With  no  artificial  sales  commis- 
sions or  12b-l  charges  included  in 
the  recipe.  So  all  your  reserves 
are  always  hard  at  work. 

At  SteinRoe  we've  been 
managing  no-load  mutual  funds 
since  1949.  With  over  $3  billion 
of  mutual  funds  under  manage- 
ment, we  know  how  to  help  you 
make  the  most  of  your  hard 
earned  money.  And  how  to 
keep  it  fresh  for  a  later  day. 

So  send  in  this  coupon,  or 
give  us  a  call  24  hours  a  day  at 
1-800-338-2550.  We'U  be  happy  to 
send  you  more  information  about 
our  no-load  mutual  funds. 


Yes,  I'm  interested  in  having  SteinRoe  Mutual  Funds  help  me 

conserve  my  reserves. 

Please  send  me  more  complete  information,  including  management 

fees  and  expenses,  on  the  fund(s)  checked  below.  I  will  read  the 

prospectus(es)  carefully  before  I  invest  or  send  money. 


□ 


Name 

Address . 


Cash 
Reserves 


~|  Managed 
LJ  Bonds 


I    I  Managed 
—  Municipals 


City_ 
State. 


.Zip. 


Daytime  Phone  (_ 


SteinRoe  Mutual  Funds  •  P.O.  Box  1143  Chicago,  IL  60690 

1-800-338-2550 


50588284  STAR    | 


# 


STEIN  ROE 

Mutual  Funds 


*Tbtal  return  includes  changes  in  share  value  and  reinvestment  of  income  and  capital  gains — both  of  which  may  be  subject  to  Federal,  state  and 

local  income  taxes.  Past  performance  is  no  guarantee  of  future  results. 
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Home 

for  Business  Travelers 


For  years  we  are  noted  not  only 

for  our  high  occupancy  rate,  but 

also  our  unsurpassed  service. 

cosy  atmosphere  and  fresh. 

delicious  foods. 

Catering  to  business  travelers' 

varied  needs  is  no  simple  job. 

but  we  at  Brother  Hotel  are 

doing  our  best  to  meet  the 

challenge,  and  with  considerable 

success. 

Our  special  attention  to  detail  is 

unrivaled. 

Not  a  tiny  hair  is  to  be  found  on 

the  carpet  or  bedspread,  for 

example  Nor  a  speck  of  dirt  in 

the  bathroom. 

Many  other  pleasant  surprises 

are  for  you  to  experience  at 

Brother  Hotel,  home  for  the 

business  travelers. 

*  Conveniently  located  in 
the  heart  of  Taipei's 

business  and  shopping 
]  district.  Brother!  Hotel 
/  boasts  304  rooms.  6 
\  restaurants  It's  o 
,'  winner  of  the  coveted 
Five  Plums  Award .  top 
honor  for  the  best 
hotels  in    Taiwan 


flrtr  BROTHI 


BROTHER    HOTEL 


255  NANKING  EAST  ROAD.  SEC  3 
TAIPEI.    TAIWAN.  REP   OF  CHINA 
TELEX/ 25977  28930  BROHOTEL 
FAX/1021717-3334  7  7  7-565  7 
TEL/(02)7l2-3456 


*Jrie  K^cw/peti  k^ouw  cyvuvuwed 


failed  takeovers  since:  Midcon  bid 
rejected  1985;  aborted  runs  at  Lear 
Siegler  1986,  GenCorp  1987;  lost 
fight  with  USG  Corp.  1988.  To- 
gether, Cy  &  Jack  believed  worth  at 
least  $780  million.  Now  buying  In- 
silco  (industrial  conglomerate)  for 
$960  million:  Success  at  last. 


Oil.  Houston.  70.  Married,  2  chil- 
dren. Father  killed  in  rig  accident 
while  exploring  for  oil  in  South 
America.  After  geology  Ph.D.  from 
Harvard,  Roy  explored  for  Humble 
Oil  (now  Exxon);  formed  Huffco 
1956.  Saw  Indonesian  area  resem- 
bled Gulf  of  Mexico  formations; 
stupendous  strike  1972,  shared 
with  many  partners  but  retained 
17%  stake.  Sold  off  interest  in  an- 
other oil  co.  for  $40  million  after 
bitter  fight  with  partner;  also  sold 
off  drilling  interests  in  Gulf  Coast 
area  for  reported  $60  million.  Both 
children  in  business:  geologist 
daughter  is  vp;  son  made  society 
pages  with  opulent  1986  wedding 
(daughter-in-law  penned  controver- 
sial new  book  on  Picasso).  Mini- 
mum net  worth  $390  million. 


Television.  Bel  Air,  Calif.  57. 
Twice  divorced,  3  children.  Son  of 
Fresno  vintner;  ran  catering  busi- 
ness to  pay  for  UCLA.  Then,  talent 
agent;  clients:  Liz  Taylor,  Marlon 
Brando.  Promoted  Ali-Frazier  fight, 
Billie  Jean  King-Bobby  Riggs 
match.  Teamed  with  Norman  Lear 
1974;  sold  all  program  interests  in 
1985  to  Coca-Cola  for  $485  mil- 
lion. Bought  Loews  theaters  for 
$160  million  in  1985,  sold  for  re- 
ported $300  million  1986.  Owns 
$13.6  million  Kirkeby  estate,  previ- 
ous home  of  Beverly  Hillbillies, 
next  door  to  future  home  of  Presi- 
dent Reagan.  Now  self-described  as 
semi  retired,  avoids  press.  Believed 
worth  over  $390  million. 


Real  estate,  inheritance.  San  Fran- 
cisco. 59  Divorced,  remarried;  4 
children,  .  idopted  stepchildren. 
Son  of  coin  il  estate,  enter- 

tainment wh(.v     i  dealer  Louis  (d. 


1972)  who  built  300  buildings,  pro- 
duced Broadway  hits  (South  Pacific, 
West  Side  Story),  movies  (Tarzan). 
Steady  caretaker  father's  buildings, 
avoids  both  debt  and  acquisitions. 
Passion:  San  Francisco  (baseball) 
Giants  purchased  1976.  It's  "more 
exciting  and  challenging  than  mak- 
ing real  estate  deals."  Still  fighting 
battle  for  downtown  stadium  while 
considering  alternatives  (e.g.,  Santa 
Clara).  Low-key,  cigar-chomping, 
hands-on  businessman:  signs  all 
checks  personally.  Real  estate,  oth- 
er assets  believed  worth  at  least 
$385  million. 


General  Cinema  Corp.  Chestnut 
Hill,  Mass.  64.  Married,  3  children. 
Father  Philip  founded  company 
1922,  opened  first  drive-in  theater 
1935.  Richard  managed  cinemas  af- 
ter Harvard  1946,  took  over  after 
father's  death  1961.  Added  Pepsi 
bottling;  now  over  1,300  motion 
picture  screens.  White  knight  for 
retailer  Carter  Hawley  Hale, 
bought  59%  of  Neiman  Marcus 
Group  1987.  "We  have  always  been 
driven  by  the  search  for  value,  not 
the  need  to  build  an  empire."  Non- 
moviegoer;  philanthropist,  with 
stock  alone  worth  $385  million. 
Observer:  "The  key  to  General  Cin- 
ema's success  is  that  Dick  Smith  is 
one  of  the  best  corporate  managers 
around." 


Inheritance.  Winnetka,  111.  63.  Mar- 
ried, 3  children.  Mother,  Henrietta, 
a  Johnson  of  S.C.  Johnson  &  Son 
(see  also  S.C.  Johnson).  Deerfield 
Academy;  left  Northwestern  for 
Army  Air  Force,  got  wings  1945. 
Worked  in  father's  advertising 
agency  before  international  mar- 
keting for  Johnson  Wax.  Venture 
capitalist:  Combined  Communica- 
tions 1968;  chairman  until  1981 
merger  with  Gannett.  Major  GOP 
contributor;  ambassador  to  Britain 
for  Reagan  1981.  Not  professional 
diplomat;  resigned  1983.  Director 
S.C.  Johnson  &  Son,  Gannett,  Air 
Wisconsin,  Baxter-Travenol.  Phi- 
lanthropist, golfer,  amateur  flier. 
With  family's  30%  S.C.  Johnson  & 
Son,  other  holdings,  exceeds  $375 
million. 
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It  cost  $20.47/sq.  foot*  to  build  the 
Empire  State  Building  in  1931. 


For  just  $12/sq.  foot  you  can  build 

your  own  empire  in  Oklahoma/ 

Western  Arkansas  today. 


For  less  than  a  102-story  skyscraper  cost  to  build  in 
1931,  you  can  buy  or  lease  millions  of  square  feet 
of  available  business  space  in  Oklahoma  Gas  &  Electric 
Company;s  service  area  of  Oklahoma/Western  Arkansas 

today.    Contact    US    and        ■  —  «  —  —  —  «  —  —  —  m  mm.  mtm  h  ■  h  mm  a  a  ap  a  h 

!  OKLAHOMA  M  ELECTRIC  COMPANY 

I  Economic  Development  Department,  Dept.  F 
■  P.O.  Box  321 ,  Oklahoma  City,  Oklahoma  73101 
I  Or  call  1-800-627- 


tance  to  both  coasts  and  abundant  electricity  that  costs 

up  to  65%  less  than  in  some  other  parts  of  the  country. f 

Get  more  details  by  using  the  coupon  or  by  calling  our 

Economic  Development  Department  at  1-800-627-3464. 

Start  building  your  em- 


we'll  show  you  how  you 
can  move  or  expand  your 
business  without  paying 
construction  costs.  You'll 
have  the  facts  you  need 
about  low-cost  skilled 
labor,  vo-tech  training,  a 
location  that's  equal  dis- 


pire  where  costs  are  low 
in  Oklahoma/Western 
Arkansas. 


I  YES!  I  want  more  information  on  how  to  profit  from  the 
■  timely  opportunities  in  Oklahoma/Western  Arkansas. 


Name, 


— 


Company. 

Address 

City 


tie. 


State. 


I  Telephone, 

I 

I.. 


For  immediate  assistance  call 

800-627-3464 


Inquiries  will  be  kept  STRICTLY  CONFIDENTIAL 


■Based  on  leaseable  space  of  2  000,248  sq  It  and  a  total  construction  cost  of  $40,948,900 
tBased  on  industrial  electric  bill  comparison  of  other  cities  and  Oklahoma  City  @  400.000  KWH  per  month 
Source  National  Bill  Comparisons.  January  1987.  Pacific  Gas  &  Electric  Co 
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Brothers.  Real  estate,  investments. 
NYC  arid  Scarsdale,  N.Y.  Seymour: 
68.  Married,  2  children.  Paul:  66. 
Married,  4  children.  Father  Morris 
Milstein  founded  Circle  Floor  Co. 
1919;  floored  NYC  landmarks: 
Rockefeller  Center,  Madison 
Square  Garden,  World  Trade  Cen- 
ter. Paul  headed  Circle,  Seymour 
pres.  Mastic  Tile  Co.;  both  sold  by 
early  1960s.  First  major  develop- 
ment: 684-unit  Dorchester  Towers, 
NYC  1964.  Paul:  "Father  said,  'Son, 
I  don't  think  you  can  make  it.'  " 
Milstein  Properties  now  owns  ho- 
tels, apts.,  offices,  etc.  Seymour: 
"We  have  good  real  estate.  I'm 
proud  of  that."  Took  over  United 
Brands  1975;  sold  stake  to  Carl 
Lindner  (which  see)  1984,  pocketed 
$40  million.  Took  over  $3.4  billion 
Emigrant  Savings  Bank  1986  (an 
"absolute  steal").  Brouhaha  over 
NYC's  Biltmore  Hotel  1981:  Mil- 
steins  razed  landmark  Palm  Court 
lobby,  built  1  million  sq  ft.  office 
tower.  Together,  share  fortune  ex- 
ceeding $750  million.  Seymour  de- 
nies: "Twenty  years  from  now  it 
might  be  worth  that." 


Broadcasting.  Champaign,  111.  87. 
Widowed,  1  son  in  business.  Suc- 
cessful lawyer  in  hometown  Cham- 
paign. Entered  tv  business  by  de- 


The  youngest  member  of 

The  Forbes  Pour  Hundred 

is  Lee  Bass,  32. 


fault:  Invested  in  local  tv  station 
1953,  took  over  in  order  to  rescue 
investment,  eventually  acquired. 
"We  started  out  losing  a  lot  of  mon- 
ey. I  had  to  get  more  involved  than  I 
had  intended  to."  Bought  San  Diego 
tv  station  1964  for  $11  million; 
now  worth  $200  million.  Midwest 
Television  owns  3  tv,  4  radio  sta- 
tions, almost  debt-free.  Chairman 
of  family-controlled  Bank  of  Illi- 
nois (assets,  $203  million)  since 
1962.  Son  August  Jr.  (Chris)  run- 
ning stations  since  1976.  With  San 
Diego  real  estate,  bonds,  net  worth 
estimated  at  least  $375  million. 


S$/l&n  C>uq&ne  ^yaauovi 

Gulfstream  Aerospace  Corp.  Savan- 
nah, Ga.  66.  Twice  divorced,  3  sons. 
Iowa  farmboy  took  bus  to  San  Fran- 
cisco at  13  when  parents'  farm 
failed  during  Depression.  "Nobody 
was  poorer  than  I  was  as  a  kid." 
TWA  mechanic  at  19  for  30  cents/ 
hour  1942.  Formed  successful  air- 
craft conversion  co.  1951;  bought 
Gulfstream  jetmaker  1978  for  $52 
million.  Took  public  1983,  sold  to 
Chrysler  1985;  netted  over  $450 
million  (still  ceo).  Sank  $50  mil- 
lion in  Wheeling-Pittsburgh  Steel 
Corp.;  after  failing  to  revive,  sold 
out  for  $100,000  1987.  "He  got  a 
$40  million  tax  writeoff."  Collector 
of  Thoroughbreds,  southern  real  es- 
tate: 6  homes,  3  ranches.  Estimated 
net  worth:  $375  million. 


Real  estate.  NYC.  57.  Married,  3 
children.  Father  Harry  NYC  real  es- 
tate developer  and  investor  special- 
ized in  leasing  loft  space;  Larry, 
now  ex-brother-in-law  Bernie  Men- 
dik(  which  see),  joined  1950s,  pushed 
into  property  syndication.  "If  we 
stayed  in  the  brokerage  business, 
we  were  going  to  starve  to  death." 
Split  with  Bernie  1977,  bought 
NYC  office  space;  controls  over  10 
million  sq.  ft.  Built  $300  million,  2 
million  sq.  ft.  7  World  Trade  Center 
NYC  1986:  "Our  timing  was  abso- 
lutely perfect."  Maybe,  but  plan  to 
rent  whole  building  to  tenant 
Drexel  Bumham  fell  through  1986; 
now  80%  empty.  Also  NYC  project 
with  Mel  Simon  ( whicJ} see)  Despite 
7  World  Trade  Center,  still  worth 
over  $375  million. 


Game  shows.  NYC.  73.  Thrice  di- 
vorced, 3  children.  Father  opened 
first  health  food  store,  Berkeley, 
Calif.,  1932.  After  college,  success- 
ful radio  announcer,  but  "mike 
fright"  hit.  With  partner  Bill  Tod- 
man  (d.  1979)  started  1950  tv  game 
show  What's  My  Line?  "I  gave  it  10 
weeks."  Later,  I've  Got  a  Secret,  To 
Tell  the  Truth,  The  Price  is  Right,  Pass- 
word, Family  Feud,  etc.  Profits 
plowed  into  newspapers,  real  estate. 
When  in  LA,  works  poolside:  "I  like 
a  tan  look."  Paid  $170  million  for 
New  Haven  Register  1986;  $155  mil- 
lion for  Morristown  (N.j.)  Daily  Re- 
cord 1987.  Net  worth  exceeds  $375 
million.  Mark  on  third  divorce: 
"The  higher  you  go  up  Mount 
Olympus,  the  farther  you  fall." 


Brothers.  Rohm  &  Haas  Co.  Father 
Otto  immigrated  to  Philadelphia 
1909  after  launching  German 
chemical  business;  partner  Otto 
Rohm  stayed  in  Germany.  First 
product:  leather  tanning  agent  (re- 
placed dog  manure);  added  pesti- 
cides, coatings  1920s.  Developed 
Plexiglas  1932.  Went  public  1949; 


The  oldest  member  of  The 

Forbes  Four  Hundred  is 

Ipbigene  Ochs  Sulzberger.  96. 
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OUR  BEST  SALESMAN. 


Little  Michael's  giving  his  parents  lots 
of  reasons  to  buy  their  life  insurance  from 
The  Guardian. 

For  one  thing,  The  Guardian  affords 
them  a  level  of  protection  that  can  continue 
to  go  up.  Even  after  the  out-of-pocket  pre- 
miums disappear. 

And  when  Michael's  older,  dividends 
from  that  same  Guardian  policy  could  help 


pay  for  his  college  education. 

This  is  just  one  example  of  The 
Guardian's  commitment  to  serving  clients 
for  a  lifetime.  A  commitment  we  made  when 
we  wrote  our  first  policy  in  1860. 

Talk  to  your  local  Guardian  represen- 
tative. Or  call  us  direct  at  1-800-482-6474. 

And  we'll  make  your  little  salesman  a 
very  happy  customer. 


w  The  Guardian* 

201  Park  Avenue  South,  New  York,  NY  10003 
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Rohm's  stake  seized  in  WWII  for 
possible  German  ties.  International 
business  boomed  in  1950s;  Haas 
died  2  days  after  retiring,  I960,  age 
87.  Sons  F.  Otto,  John  ran  business 
during  ill-fated  diversification  into 
fibers,  pharmaceuticals.  F.  Otto  re- 
tired 1970;  presidency  to  nonfamily 
executive.  John:  Villanova,  Pa.  70. 
Married,  5  children.  Left  board 
1988.  Chairman,  William  Penn 
Foundation;  executive,  Nuclear 
Arms  Reduction.  F.  Otto:  Ambler, 
Pa.  73.  Widowed,  3  sons.  Family 
holdings  Rohm  &  Haas  worth  at 
least  $740  million. 


Jvm>/i/>  ■ '  H&ert  ■ r  M<-,/,<  n 

Albertson's,  Inc.  Boise,  Idaho.  82. 
Married,  1  daughter.  Dropped  out 
of  college  (1927)  for  $26-a-week 
Safeway  Stores  job.  Quit  in  1939; 
with  L.S.  Skaggs  (which  see)  pio- 
neered grocery-drugstore  with 
$5,000  savings,  $7,500  loan.  First 
store  had  magazine  rack,  in-house 
bakery  "innovations."  In  1941  $1 
million  sales;  $1  billion  in  1974; 
$5.9  billion  in  fiscal  1988.  "I  had  a 
lot  of  confidence  it  would  be  suc- 
cessful, but  it  took  a  lot  of  guts." 
Amicable  split  with  Skaggs  1977. 
Built  17-state  empire  of  480  stores. 
Still  active  in  company  as  chair- 
man, Exec.  Committee:  "There 
was  a  day  I  had  to  do  damn  near 
everything,  but  today  I  don't  wor- 
ry." Doesn't  have  to:  his  16% -plus 
Albertson's  exceeds  $370  million. 
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Investment    banking.    Tarrytown, 
NY.  79.  Married,  2  children.  Grad- 
uated   Princeton    1930,    Columbia 
grad  school   1931,  Ph.D.  pol.  sci. 
University  of  Geneva   1934.   CBS 
correspondent  in  Switzerland  be- 
fore  WWII.    Later   ambassador   to 
Switzerland  1969-75.  Returned  to 
U.S.,  bought  up  insurance  stocks 
1947  just  as  bull  market  started; 
learned  insurance  business  as  N.Y. 
<.  rmtendent  of  insurance  1945. 
ided  Shelby  Cullom  Davis  Co. 
one  of  the  first  to  specialize 
'irance    stocks.     Currently 
mail  Heritage  Foundation,  Na- 
ght  to  Work,  conservative 
-kier  with  wife,  grand- 
Estimated  net  worth  $370 
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The  youngest  member  of 
The  Forbes  Four  Hundred 

whose  fortune  is  self- 
made  is  William  Gates,  32. 


Publishing.  Nashua,  N.H.  51.  Di- 
vorced, remarried;  2  children.  Son 
of  Philadelphia  construction  man- 
ager; in  tenth  grade  built  machine 
to  play  Tic-Tac-Toe.  Won  MIT 
scholarship,  edited  early  computer 
magazine.  Did  computer-related 
market  research;  founded  IDG  with 
$5,000  1964.  Now  $400  million 
sales  with  more  than  100  computer 
publications  worldwide,  including 
flagship  Gomputerworld  Reviews 
carry  much  industry  clout.  Laid- 
back  manager:  "If  you  have  the 
right  people,  all  you  have  to  do  is 
meet  once  a  year  and  say,  'How  did 
it  go?'  "  Flies  coach,  lives  modestly: 
"Living  ostentatiously  means  just 
putting  other  people  down."  His 
80%  IDG,  investments  worth  esti- 
mated $370  million. 


f  ft  r</<  ii    (   iifA-  ,    /(< 


i  .  /. 


Intel  Corp.  Santa  Clara  County, 
Calif.  59.  Married,  2  children.  Dep- 
uty sheriff's  son;  after  chemistry 
Ph.D.  from  California  Institute  of 
Technology  got  in  on  ground  floor 


Shockley  Semiconductor  Lab  1956; 
left  with  colleagues  to  form  Fair- 
child  Semiconductor  Corp.  1957: 
first  commercial  integrated  circuit. 
Founded  Intel  Corp.  1968,  pio- 
neered memory  chips,  micro- 
processors. Now  leads  industry; 
1987  revenues  $1.9  billion.  Man- 
agement style  considered  one  of  na- 
tion's best.  Stepped  down  as  chief 
executive  officer  1987;  still  chair- 
man involved  in  research,  develop- 
ment. His  Intel  stock  worth  more 
than  $370  million.  "It  was  not  part 
of  a  well-conceived  plan;  I'm  lucky 
if  I  can  plan  as  far  ahead  as  next 
week." 


Siht    Wany 


Wang  Laboratories.  Lincoln,  Mass. 
68.  Married;  2  sons,  1  daughter. 
Born  Shanghai;  studied  engineer- 
ing Chiao  Tung  University.  Select- 
ed by  Chiang  Kai-shek  to  study  in 
America,  earned  Harvard  physics 
doctorate  in  three  years.  Invented 
pulse  controller  at  age  28:  fore- 
runner of  magnetic  core  memory, 
sparked  use  of  computers;  sold  to 
IBM.  Began  Wang  Laboratories 
1951.  Developed  first  simplified 
logarithmic  calculator,  early  word- 
processing  system.  Recently  recov- 
ered from  industry  slump,  intro- 
duced new  integrated  imaging 
system  1987.  Established  invest- 
ment banking  subsidiary  with  $50 
million  venture  capital.  Modest, 
practical.  Tennis  buff.  Son  Fred- 
erick, 38,  president:  "Wang  is  rich 
with  vision,  and  it  is  my  job  to 
implement."  Stock  is  worth 
around  $365  million. 


.  '  //UK'    // )f/f //('//  .     /(( 
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Inheritance.  Fort  Worth.  49.  Thrice 
divorced,  remarried  (to  Sotheby's 
John  Marion);  1  daughter.  Great- 
grandfather Samuel  Burk  Burnett, 
Chisholm  Trail  driver.  Legend: 
won  ranch  in  poker  game  (called  it 
Four  Sixes  Ranch);  amassed 
448,000  acres  W.  Texas.  Mother  ex- 
panded fortune  via  oil,  marriages; 
fourth  hitch,  to  Tandy  Corp. 
founder  Charles  Tandy,  front  page 
news  in  Fort  Worth  1969.  "They 
should  have  gotten  Justice  Dept. 
approval."  Daughter  Anne  inherit- 
ed 1980;  directs  $190  million 
Tandy  Foundation.  Lives  in  I.M. 
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The  fortunes  on  The 

Forbes  Four  Hundred 

listing  for  1887  that 

declined  the  most,  in 

dollar  terms,  during  last 

year's  stock  market  crash 

had  fared  as  follows  by 

Aug.  30: 

23  Oct.  '87      30  Aug.  '88 

(millions) 

Walton 

$5,800        $6,700 

Arison 
$1,080        $1,400 

Hewlett 

$1,020        $1,080 

Kauffman 

$806        $635 

Kerkorian 
$575        $780 

Magness 

$280        $372 

Murdoch 

$1,100        $1,080 

Packard 

$1,860        $2,000 

Petrie 

$855        $472 


$256        $136 

Wexner 

$1,050        $1,000 


Pei-designed  home;  avid  outdoors- 
woman,  hunts  quail  in  Jeep.  Latest 
divorce  won't  affect  net  worth, 
which  should  be  over  $360  million. 
Lawyer:  "There  is  such  a  thing  as  a 
prenuptial  agreement." 


^/l€cui^ice  crtaunvona  &*ee7W&ra 

American  International  Group. 
NYC.  AIG  founded  Shanghai  1919 
by  C.V.  Starr  (d.  1968),  first  West- 
erner selling  insurance  to  Chinese. 
Built  intl.  conglomerate;  no  heirs. 
Large  block  AIG  shares,  other  in- 
vestments in  private  holding  com- 
panies controlled  by  key  execu- 
tives; control  passes  to  their  desig- 
nated successors — in  effect, 
inherited  by  top  management. 
Same  fraternity  controls  400-acre 
Starr  estate  (N.Y.),  Vt.  ski  area, 
country  club.  Greenberg:  NYC.  63. 
Married,  4  children.  Raised  on  N.Y. 
State  dairy  farm.  Army,  WWII  and 
Korea;  law  school  on  G.I.  bill. 
Chance  interview  led  "Hank"  to 
insurance,  joined  AIG  1960.  Presi- 
dent, ceo  1967.  Stock,  other  invest- 
ments estimated  at  $360  million. 
Freeman:  Greensboro,  Vt.  93.  Wid- 
owed, 1  son.  Joined  Starr  year  after 
founding;  left  China  1941,  retired 
1960:  "You  start  a  company  just  to 
make  a  living,  then  suddenly  it 
blossoms  and  you  get  new  ideas." 
Son  Houghton,  senior  vp  at  AIG, 
votes  shares.  Stock,  other  holdings 
worth  at  least  $240  million. 


Ja 
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Medical  devices.  Salt  Lake  City.  67. 
Married,  8  children  (all  profession- 
als) in  business.  Worked  in  fruit 
cannery  to  support  family  at  14. 
Accepted  at  medical  school  ("The 
more  of  a  specialist  you  become, 
the  less  chance  you  have  of  becom- 
ing an  entrepreneur"),  but  called  to 
Mormon  missionary  work  instead. 
Worked  at  Upjohn;  began  develop- 
ing medical  devices  late  1950s,  hit 
big  with  disposable  catheter,  sold 
out  1960.  Started  Sorenson  Re- 
search 1972;  sold  for  $100  million 
in  Abbott  Labs  stock  1980.  Now 
Sorenson  Development:  3-D  imag- 
ing for  medical,  recreational  uses; 
real  estate,  etc.  Worth  at  least  $360 
million. 


¥onn    wiiucvm  clJevwu  Jit. 

Yellow  Pages.  Dayton.  66.  Twice 
divorced,  remarried;  5  sons.  Son  of 
Loren  M.  Berry,  who  at  age  8  sold 


horseradish  for  5  cents  per  glass  to 
help  support  family.  Briefly  sold 
phone  book  ads  in  Indiana;  moved 
to  Dayton  1910  with  $200,  talked 
Dayton  Home  Telephone  Co.  into 
letting  him  handle  its  ad  sales  using 
paper  of  one  color.  "Mr.  Yellow  Pa- 
ges" died  1980  at  91.  John  Sr.  took 
over,  bought  out  siblings;  expanded 
co.  Sold  L.M.  Berry  &.  Co.  for  esti- 
mated $335  million  in  BellSouth 
stock  1986,  retired  1987.  Now 
chairman  Berry  Investments  Inc., 
includes  hunting  supply  co.,  securi- 
ty device  firm,  other  investments. 
Son  John  Berry  Jr.,  ceo  of  L.M.  Ber- 
ry— separate  from  BellSouth.  Net 
worth  at  least  $360  million. 


Jril&m  crCooevt \J&/inenS 
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Brothers.  Investment  banking.  Lit- 
tle Rock,  Ark.  Witt:  81.  Widowed, 
remarried;  3  children.  Jack:  65.  Di- 
vorced, remarried;  5  children.  Witt 
peddled  belt  buckles,  Bibles. 
Switched  to  buying  municipal 
bonds  low,  selling  high,  1933.  Be- 
came kingpin  Arkansas  politics; 
Jack  (Annapolis  roommate  of  Jim- 
my Carter)  grew  Stephens  Inc.  into 
largest  investment  house  off  Wall 
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48  members  of  The 

Forbes  Four  Hundred  are 

women. 


FORBES  400/OCTOBER  24,  1988 


229 


Kodak  makes  more  film,  and  more  kinds  of  film,  than  anyone, 
anywhere.  But,  in  this  digital  era,  other  imaging  mediums 
are  emerging.  And  Kodak  has  become  equally  adept  with 
every  one  of  them. 

Verbatim,  a  Kodak  company,  already  offers  floppy  disks 
with  ten  times  the  capacity  of  ordinary  disks.  And,  together, 
we're  working  to  increase  that  by  a  factor  of  ten. 

Laser  optical  disks,  one  of  which  can  hold  as  much 
information  as  6,000  floppy  disks,  are  already  reality  at  Kodak. 
The  highest-capacity  highest-performance  optical 
disks  anywhere.  We're  also  introducing  the  first  practical 
erasable  optical  disk  for  personal  computers.  With  a  capacity 
of  50  megabytes  per  side. 

Even  electronic  microcircuits  could  be  called 
imaging  mediums,  and  we  make  many  of  our  own.  In  fact, 
Kodak  was  a  pioneer  in  microcircuit  technology. 

just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  1 800  445-6325,  Ext.  960. 


The  new  vision  of  Kodak 


■•  Eastman  Kodak  Company,  1987 


z!/Ae  tycwoeb  cr&tw  avu^w^d 


Street  (took  public  Wal-Mart,  Ty- 
son Foods;  see  Walton,  Tyson).  Diver- 
ul  and  gas,  real  estate,  high 
tech  (48%  Systematics,  Inc.),  bank- 
ing. Bought  31.2%  of  troubled 
Worthen  Banking  Corp.  Also  Far 
East  interests;  sometime  partners 
with  Indonesian  father-and-son 
team  Mochtar  and  James  T.  Riady. 
Witt  now  less  active.  Jack,  chair- 
man, cutting  deals  in  Asia,  Europe; 
Jack's  son  Warren,  31,  ceo,  build- 
ing Stephens  Inc.  into  national 
presence.  Observer:  "Warren  wants 
to  make  money  for  the  firm,  but 
[not]  by  riskier  ventures."  Split  into 
Stephens  Inc.  (investment  banking) 
and  Stephens  Group  (family  inter- 
ests); combined  capital  over  $500 
million.  Hurt  by  crash,  publicity  of 
firm's  futures  trader's  committing 
suicide  three  days  after  dismissal; 
talk  of  embezzlement.  Brothers 
still  share  fortune  exceeding  $700 
million. 


£ 
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Food,  equipment,  leasing.  West- 
field,  N.J.  70.  Married;  3  children,  2 
in  business.  Took  over  family's 
Connell  Rice  &  Sugar  1950,  after 
WWII  Navy  hitch;  built  into  na- 
tion's biggest  independent  broker/ 
trader  in  rice,  sugar.  Handles  much 
of  government's  foreign-aid  rice 
crop.  Expanded  into  booming 
equipment  leasing  business  1973, 
now  more  than  half  his  business. 
Over  $600  million  in  owned  equip- 
ment; "We  do  a  lot  of  big  deals." 
Combined  revenues  exceed  $1  bil- 
lion. Developing  170  acres  com- 
mercial real  estate  in  N.J.  Lives 
modestly,  ranch-style  home.  Well- 
wired  Democrat.  Net  worth  be- 
lieved over  $350  million. 


I    /it/* //i<t  r</ 
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Inheritance     Far    Hills,    N.J.     70. 
Twice  wid>  daughters.  Fa- 

ther Braziliai  ia<    family  left 

war-torn  Europ>.  I  tor  Buenos 

Aires    with    "notti  >|    our 

passports  ant.  our  j  ag- 

ings." Second  husband  "Platinum 
King"  Charles  Engelhard  (r  who 
built  $20  million  precious  m< 
business  into  estimated  $300  mil- 
lion estate;  died  1971,  most  left  to 
wife.  Collects  rare  books,  docu- 
ments,   including    Louisiana    Pur- 


chase Proclamation  and  unpub- 
lished autobiography  of  George 
Washington.  Shuns  publicity:  "She 
doesn't  care  for  parties."  Including 
trusts,  controls  fortune  believed  to 
exceed  $350  million. 


^/'/><>f/e/«A  tJ.cn  .  .  lleife* 

Retailing.  Grand  Rapids,  Mich.  69. 
Married,  3  children.  Grandfather 
Hendrik,  after  frantic  Depression 
search  for  tenant  for  vacant  store- 
front, opened  own  food  store  as  last 
resort.  Fred,  "merchandising  ge- 
nius" to  peers,  considered  shrewd 
buyer,  shrewd  marketer,  watcher  of 
every  detail.  "Shoppers  don't  like 
to  wait  in  line";  Meijer's  has  an 
inordinate  number  of  checkout 
counters.  Even  local  union  head  ad- 
mits, "This  is  a  fair  company."  Pay- 
off: above-average  profit  margin  fi- 
nancing expansion.  Meijer,  Inc.  es- 
timated $2  billion  in  sales,  close  to 
50  stores  (generally  part  grocery, 
part  discount  department);  owns 
warehouses,  shipping.  Fred  denies, 
but  net  worth  at  least  genius  class 
$350  million. 


.    \fi>i  ////cAff  .  ffcCnoy 

Publishing.  San  Francisco.  69.  Di- 
vorced, 1  son.  Granddaughter  of 
Michel  H.  de  Young  (d.  1925),  con- 
troversial founder  San  Irancisco 
Chronicle.  Nan  former  journalist, 
Peace  Corps  administrator,  abor- 
tion clinic  founder;  inherited  larg- 
est share  of  Chronicle  Publishing 
this  year  from  mother  and  family 
matriarch  Phyllis  de  Young  Tuck- 
er, last  of  Michael's  children  (see  de 
Young  family).  Gave  some  shares  to 
son:  "You  hate  to  have  them  think, 
'Well,  when  will  good  old  mother 
die.'  "  At  first  unsure  of  financial 
savvy,  now  confident  she  can  run 
business,  keep  co.  in  family  con- 
trol. "It's  a  wonderful  property,  and 
the  family  is  lucky  to  own  it."  Her 
share  worth  over  $350  million. 


/f////fj  /A  .  (  d/'f/i// 
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Inheritance.    Brother    and    sister. 

Cargill,  Inc.  Grandchildren  of  Wil- 

)  W.  Cargill  (d.  1909),  founder  of 

tood-processing  giant   (see  Cargill/ 


154  members  of  The 

Forbes  Four  Hundred 

control  fortunes  that 

were  mostly  or  entirely 

inherited. 

MacMillan  family:  also  individual 
MacMillans,  Keinath,  Pictet).  James: 
Minneapolis.  65.  Married,  3  chil- 
dren. With  company  since  1947, 
now  senior  vp,  director.  Said  to  con- 
centrate on  personal  business  af- 
fairs, e.g.,  Dinnaken  Properties, 
small  real  estate  venture.  Expert 
trout  fisherman.  Margaret:  La  Jolla, 
Calif.  68.  Extremely  private.  Little 
known.  Together,  thought  to  own 
their  family  branch's  25%  Cargill 
stock,  worth  at  least  $700  million. 


(-  r/if^/  t/a//fi 
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Brothers.  Wine.  Modesto,  Calif.  79, 
77.  Each  married,  2  children.  Italian 
immigrant  father  Joseph  bought 
230-acre  Modesto  vineyard;  De- 
pression all  but  wiped  him  out. 
Brothers  went  to  local  public  li- 
brary to  find  out  how  to  make  wine, 
started  with  $5,900.  A  billion  dol- 
lars later  (estimated  1987  Gallo  rev- 
enues), smiling  Julio  still  squeezes 
the  grapes,  unsmiling  Emest  pinch- 
es the  pennies.  First  major  success: 
Thunderbird  (connoisseurs  reject, 


232 


FORBES  400/OCTOBER  24,  1988 


Magnus  Nankervis  &  Curl/HAY  725  7 


SEE         THE         EIGHTH         WONDER         OF         THE         WORLD 
FROM  THE  LUXURY  OF  THE  NINTH. 


The  Great  Barrier  Reef  is  often  referred  to  as  the  eighth 
wonder  of  the  world.  Between  this  magnificent  work  of 
nature  and  the  Queensland  coast  lies  a  group  of  islands 
called  the  Whitsundays.  One  of  them,  the  northernmost, 

.is  Hayman.  It  is  the  only  resort  hotel  in  Australia  to  be 
recognised  by  The  Leading  Hotels  of  the  World  and  is 
undoubtedly  the  most  luxurious  in  the  southern 
hemisphere.  No  expense  has  been  spared  on  anything 
from  landscaping,  decor  and  furnishings,  to  even  the  tiniest 


of  details.  There  are  over  200  sumptuously  appointed 

rooms,  six  superb  restaurants  and  a  wide  variety  of 

activities.    Guests   can    go   sailing,    deep-sea  fishing, 

snorkelling  and  scuba-diving  on  the  Great  Barrier  Reef, 

to  name  but  a  few.  For  information,  brochures  and 

reservations,   call   Ansett   Airlines   of   Australia  from 

anywhere  in  the  USA  or  Canada  on  (800)  3661300. 

HAYMAN 
GREAT  BARRIER  REEF 

AUSTRALIA 


KjAe  yjr<ywe&  x^rotw  cTUcmdw&d 


winos  nstant  effort  since 

to  upgrade  product,  image.  Gaining 
premium  and  "superpre- 
mi"  ($8/bottle  and  up;  retail) 
wines.  Chairman  Ernest  considered 
'intuitive  marketing  genius."  Sales 
recruits  get  300-page  training  man- 
ual. Ad  budget  1987  estimated  $70 
million.  Tardy  entry  1985  (Bartles 
&  Jaymes)  in  cooler  market  took 
top  spot  in  just  six  months,  lost 
momentum  1987;  market  share 
dropping.  Brothers  got  estate  tax 
change  known  as  Gallo  Amend- 
ment. Brother  Joseph  from  same 
tough  mold:  Ernest  and  Julio  sued 
for  putting  family  name  on  cheese 
business;  he  countersued  for  third 
of  winery  (suit  thrown  out).  Com- 
pany alone  worth  $700  million;  Er- 
nest believed  also  to  hold  large  per- 
sonal portfolio. 
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Hilton  Hotels.  Los  Angeles.  61. 
Married,  8  children.  Happy-go- 
lucky  son  of  hotel  magnate  Conrad 
Hilton.  "Barron"  turned  down  Hil- 
ton job  for  Calif,  fruit  distributor 
1950s  (Hilton  Hotels  didn't  pay 
enough);  also  formed  Air  Finance 
Corp.  aircraft  leasing  firm.  Joined 
Hilton  as  vp  1954,  pres.  1966; 
pushed  entry  into  casinos,  spent 
over  $1  billion  on  face-lifts  for  older 
hotels.  Founded  San  Diego  Charg- 
ers (football)  1960.  Plays  bridge; 
flies  gliders,  stunt  planes;  palatial 
home  featured  in  TV  series  The 
Colbys.  Recently  won  8-year  dispute 
over  his  option  to  buy  huge  stock 
block  left  to  Catholic  nuns  by  fa- 
ther (d.  1979).  After  settlement, 
stock  worth  at  least  $350  million. 


Real  estate,  dept.  stores.  Johns- 
town, Pa.  62.  Married,  2  children, 
both  in  business.  Father,  immi- 
grant coal  miner,  died  of  black  lung 
disease  when  Frank  was  18.  Clerk 
for  small  masonry  co.  In  5  years, 
pres.;  later,  sole  owner.  Built  first 
mall  1960.  Crown  American  now 
31  million  sq.  ft.  in  28  malls,  8 
smaller  shopping  centers;  14  ho- 
tels. Headquarters  and  hotel  dam- 
aged in  1977  Johnstown  flood. 
Bought  17  Hess's  dept.  stores  for 
$35  million  1979.  Aggressively  ex- 
panding; now  73  stores,  some  cap- 


tive anchors  for  new  malls.  Equity 
estimated  $350  million.  Building 
new  $27  million  corp.  HQ  on  same 
flood  plain:  "Johnstown  has  always 
been  and  will  always  be  my  home." 


jLcuwtwice  SyMhuv   Wu 
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Law,  real  estate.  NYC.  83.  Wid- 
owed, remarried;  2  daughters.  Son 
of  wealthy  NYC  silk  cloth  maker. 
After  Columbia  U.  Law  founded 
law  firm  1929.  With  partners 
bought  Harlem  apt.  house  for 
$8,000  1931;  pioneered  real  estate 
syndication  but  "I'm  a  lawyer,  not  a 
real    estate    man."   Teamed    with 


224  members  of  The 

Forbes  Four  Hundred 

built  their  fortunes 

without  any  significant 

inheritances. 

Harry  Helmsley  (which  see)  on 
many  projects,  "the  Rodgers  and 
Hammerstein  of  real  estate."  Harry 
scouted  properties,  Larry  roped 
cash.  Balked  when  Harry  went  into 
hotels:  "As  a  result,  Harry  became 
far  wealthier  than  I."  Still  owns  big 
chunk  Empire  State  Building,  other 
NYC  buildings.  Golfs  with  "a  great 
deal  of  ineffectually."  Believed 
worth  at  least  $350  million. 


Real  estate.  Dallas.  54.  Married,  3 
children.  "Mack"  born  Sulfur 
Springs,  Tex.;  erstwhile  high  school 


football  coach.  Became  Dallas  real 
estate  broker  1960s;  met  Trammell 
Crow  (which  see)  1965,  formed  Lin- 
coln Property  Co.  to  build  garden 
apartments.  "I  was  trained  by  the 
master."  Bought  out  "master"  for 
$150  million  1977,  began  building 
offices,  warehouses.  "Pogue's 
chicken  formula":  trade  equity  for 
cash.  "We  put  no  cash  in  our  deals. 
None."  Lincoln  now  nationwide 
building  giant:  owns  83,000  apart- 
ments, over  54  million  sq.  ft.  com- 
mercial space.  Mack's  estimated 
25%  worth  at  least  $350  million. 
"We  all  get  up  every  day — every 
day — and  do  our  real  estate  deals." 


Chickens.  Salisbury,  Md.  68.  Twice 
divorced,  4  children.  Grade  school 
egg  peddler  at  father's  hatchery,- 
then  to  teachers  college  hoping  to 
play  big-league  baseball.  After  dis- 
ease wiped  out  dad's  leghorns 
1940s,  switched  to  then-new  broil- 
er business;  by  1968  A.W.  Perdue  & 
Son  fully  integrated:  feed,  process- 
ing, etc.  Private  Perdue  Farms  now 
nation's  4th-largest  chicken  outfit, 
sales  over  $1  billion.  Frank  "the 
Pierre  Cardin  of  Poultry,"  Ed  Koch 
look-alike,  squeaky-voiced  pitch- 
man: "Is  your  husband  a  leg  or 
breast  man?"  Met  with  NYC  mob 
big  Paul  Castellano  to  block  union 
drive  1980;  retired  as  Perdue  ceo 
1988,  still  chairman.  Industry 
down,  but  Frank's  90%  (with  fam- 
ily) worth  at  least  $350  million. 


/Ao/w/'/   I! f/Aant,  &a6u*n, 

Motorola.  Barrington  Hills,  111.  66. 
Married,  4  children.  Father,  Paul 
Galvin  (d.  1959),  started  manufac- 
turing car  radios  1928,  walkie-talk- 
ies WWII.  Robert  groomed  for  busi- 
ness from  childhood;  pres.  1956. 
Chairman  since  1964,  sold  off  tradi- 
tional products  (tv  manufacturing 
sold  1974,  built  last  car  radio  1984). 
Became  leading  manufacturer  radio 
and  data  communications,  semi- 
conductors and  information  sys- 
tems. World  leader  in  cellular  tele- 
phones. "We  have  tremendous  mo- 
mentum and  are  way  up  on  the 
learning  curve."  Son  Christopher, 
38,  named  chief  corporate  staff  offi- 
cer 1987.  Controls  6.2%  of  compa- 
ny worth  $350  million. 
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Real  estate.  NYC  and  Boca  Raton, 
Fla.  73.  Married,  2  children.  Son  of 
blousemaker  joined  uncle's  wreck- 
ing business  during  Depression;  lat- 
er, as  lumber  salesman,  bit  by 
building  bug.  Founded  Parker  Con- 
struction Co.  1955:  "When  I  went 
into  business,  I  went  into  it  on  my 
own.  That  takes  guts."  Built  apts. 
NYC's  Queens  1950s,  Manhattan 
apts.  1960s;  heavy  co-oper,  estimat- 
ed $150  million  in  conversion  prof- 
its over  20  years.  Built  Hotel  Parker 
Meridien  1981;  his  hotel  office 
nameplate:  "Jack  Parker — Owns 
the  whole  shebang."  Shebang,  oth- 
er assets,  worth  at  least  $350  mil- 
lion. Jack:  "It's  a  crapshoot.  You  bet 
your  money  on  the  future,  and  you 
hope  your  vision  is  correct." 


Building  supplies.  Pittsburgh,  Pa. 
65.  Married,  5  children.  Worked  in 
father's  jewelry  store,  sold  vegeta- 
bles to  pay  for  college.  With  Ryan 
Homes  founder  Ed  Ryan,  2  broth- 
ers, founded  Green  Hills  Lumber 
Co.  1952.  Founded  own  84  Lumber 
store  1957  with  $20,000;  adopted 
no-frills  approach  of  Wickes  Cos.' 
stores:  no  advertising,  "Quonset 
hut"  buildings  (no  heat/ AC),  most- 
ly cash  and  carry.  Private  84  Lum- 
ber Co.  now  385  stores,  over  $900 
million  sales;  modernizing  with 
store  renovation,  outside  volume 
selling,  credit.  "Associates"  work 
60-hour  weeks,  vie  for  corny  sales 
awards  ("Top  Gun,"  "Rookie  of  the 
Year").  Joe  worth  over  $350  mil- 
lion, smokes  only  imported  cigars. 


(boatiM.  aCocA^iuae  'woo;  ^/v. 

Oil.  Dallas.  66.  Widowed;  2  sons,  1 
daughter.  Born,  reared  Mena,  Ark.; 
moved  to  Texas  and  oil  1946.  Be- 
came one  of  nation's  largest  inde- 
pendent oilmen;  production  in 
Tex.,  La.,  Okla.,  Colo,  through  Cox 
Oil  Co.  Onetime  chairman  Sedco, 
cookiemaker  Keebler;  founding  di- 
rector InterFirst  Corp.  (now  First 
RepublicBank  Corp).  Son  Ed  Jr. 
built  $3.6  billion  (sales)  agribusi- 
ness empire  (Val-Agri,  Swift  meat- 
packers,  others)  1985-87;  crashed 
with  $78  million  InterFirst  loan  de- 


fault 1986  (since  paid),  cos.  sold  off; 
Ed  Jr.  drew  6  mos.  jail.  Banker: 
"The  Coxes  have  been  perceived  as 
being  richer  than  God."  Not  quite, 
but  Ed  Sr.  still  believed  worth  at 
least  $350  million. 


Catheters.  Bloomington,  Ind.  57. 
Married,  1  son.  Illinois  boy;  drove 
cab  as  Northwestern  undergrad 
1950s.  Lasted  1  week  Wash.  U.  pre- 
med;  sold  medical  supplies  Chica- 
go. At  wife's  behest  packed  Corvair 
1963,  moved  to  Bloomington;  with 
$1,500  bought  soldering  iron,  blow 


Among  members  of  The 

Forbes  Four  Hundred, 

those  whose  fortunes  are 

primarily  inherited  have 

an  average  estimated  net 

worth  of  at  least  $583 
million.  Those  whose  for- 
tunes include  little  or  no 
inheritance  average  at 
least  $517  million. 

torch,  plastic  tubing,  made  then- 
new  cardiovascular  catheters.  Pri- 
vate Cook  Group,  Inc.  now  $250 
million  sales,  over  10%  net  profit; 
one  of  largest-volume  U.S.  catheter 
producers  (also  pacemakers,  sy- 
ringes, etc.).  After  bypass  surgery 
1974  quit  smoking,  dropped  90  lbs.; 
now  fitness  nut.  Cook  denies,  but 
with  real  estate,  insurance,  worth 
well  over  $350  million.  "I  was  just 
looking  for  a  way  to  make  a  living 
so  I  could  live  in  Indiana." 


Lands'  End.  Chicago.  60.  Married,  2 
children.  Award-winning  copywrit- 
er for  Young  &  Rubicam  1952-62. 
Started  as  salesman  for  sailmaking 
company.  Avid  sailor;  competed 
1968  Olympic  trials.  Founded 
Lands'  End,  mail-order  catalog  for 
sailing  supplies  and  accessories, 
1963.  "Award- winning"  copy  in 
catalogs  spurred  initial  growth. 
Small  clothing  section  made  big 
bucks:  added  traditional  apparel, 
sailing  items  eliminated  by  1977. 
Company  features  polite  operators, 
entertaining  catalog;  Comer:  "I 
treat  customers  the  way  I  want  to 
be  treated."  Went  public  1986.  Shy, 
unpretentious.  With  52%  Lands' 
End  stock,  other  assets,  worth  well 
over  $350  million. 


Oil,  investments.  Detroit,  NYC, 
Palm  Beach.  80.  Widowed,  remar- 
ried; 5  children.  Son  of  Russian  im- 
migrant peddler.  Football  scholar- 
ship to  Ohio  State  1926.  Started  at 
father's  tiny  oil  reclaiming  plant, 
$15  a  week.  Swung  new  refinery, 
fully  integrated  firm:  Aurora.  Ac- 
quired Speedway  79  gas  stations 
1947.  Sold  Aurora  to  Marathon  Oil 
for  stock  1959,  tendered  to  U.S. 
Steel  1982  for  about  $200  million. 
Many  real  estate  investments, 
some  with  buddy  Al  Taubman 
(which  see):  Irvine  Ranch  deal;  holds 
11.5%  stake  Sotheby's.  Half  of  in- 
come to  charity;  Israel  supporter. 
Helped  raise  $1  million  for  Bush 
primary  campaign.  "You  can't 
please  everybody  in  this  world." 
Worth  over  $340  million. 


Duty  Free  Shoppers.  Southampton, 
N.Y.  52.  Married,  2  sons.  Born 
NYC,  University  of  Virginia  under- 
grad and  law  school  1960.  Worked 
for  Nassau-based  Butlers  Bank 
1960s.  Met  future  fugitive  Robert 
Vesco  while  at  Butlers;  became 
consultant  to  Vesco  after  latter's 
successful  takeover  of  Bernie  Corn- 
feld's  Investors  Overseas  Services 
early  1970s.  Early  investor  with 
Charles  Feeney  (which  see)  in  Duty 
Free  Shoppers,  estimated  $2  billion 
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The  states  with  the 

largest  concentrations 

of  members  of  The  Forbes 

Four  Hundred  are: 

New  York,  82 

California,  62 

Texas,  36 

Illinois,  22 

Florida,  18 

Pennsylvania.  15 

Massachusetts,  12 

Ohio,  11 

Michigan.  10 

Minnesota,  10 

(sales)  duty-free  retailer.  Highly  se- 
cretive; has  Swiss  chalet;  South- 
ampton, NYC  homes.  Also  owns  at 
least  10%  Duty  Free  Shoppers,  may 
own  more.  Pilaro  fortune  believed 
worth  over  $340  million. 


(/«,-«/.  /(.  Gfiuml 

Brothers.  Real  estate.  Father  Joseph 
emigrated  from  Austria  1902; 
founded  Durst  Organization  1915 
to  manage  Manhattan  properties. 
Sons  shifted  emphasis  from  resi- 
dential to  office  space  1940s  ("and 
we're  very  happy  we  did");  built 
several  Third  Ave.  office  buildings 
1950s,  moved  over  to  Sixth  Ave. 
1960s.  Durst  Organization  now 
owns  about  4.5  million  sq.  ft.  mid- 
town  NYC  office  space,  also 
275,000  sq.  ft.  prime  land  in  mid- 
town.  Seymour:  "Times  Square  is 
like  the  Bermuda  Triangle — invest- 
ments made  there  are  never  heard 
from  again."  Seymour:  NYC.  75. 
Widowed,  4  children.  Heads  Durst 
Organization.  "We're  land  assem- 
blers."   Royal:    Westchester    Cty., 


N.Y.  69.  Married,  3  children.  Da- 
vid: Chappaqua,  N.Y.  63.  Married, 
5  children.  Brothers  share  fortune 
estimated  at  least  $1.02  billion. 


CfOevwcwct  eft.  ^.ytten/ii/c 

Real  estate.  NYC.  59.  Divorced,  re- 
married; 3  children  by  first  wife,  1 
son  by  second.  Born  Scotland; 
raised  Depression-era  South  Bronx, 
son  of  handyman.  Bernie  peddled 
glassware  through  New  York  Law 
School;  with  now  ex-brother-in-law 
Larry  Silverstein  (which  see),  began 
syndicating  buildings  1957.  Split 
1977,  still  partner  in  some  build- 
ings. Now  buys,  rehabs  Manhattan 
office  space;  Mendik  partnerships 
control  some  12  million  sq.  ft.  NYC 
office  space.  Raised  $200  million 
through  E.F.  Hutton  fund  for  office 
purchases:  "We  spent  it  all."  Also 
projects  Connecticut;  Westchester 
County,  N.Y.  "It's  pretty  hard  to  do 
any  deals  in  NYC  anymore."  Ber- 
nard worth  at  least  $340  million. 


l}<//t<t»i  /ir/itur  /r'tcA/t/iy  Jr. 

Charter  Medical  Corp.  Macon,  Ga. 
56.  Married,  4  children.  Eagle 
Scout;  attended  Auburn  University 
on  basketball  scholarship;  graduat- 
ed cum  laude.  Stint  in  Air  Force  as 
guided-missile  officer,  then 
"worked  for  my  daddy."  Spun  off 
Charter  Medical  from  father's  real 
estate  firm  1969.  Began  with  nurs- 
ing homes,  switched  to  hospitals. 
Now  nation's  largest  provider  psy- 
chiatric health  care;  "a  lean  compa- 
ny with  a  central  directive  to  do 
one  thing  and  do  it  well."  Owns, 
operates  13  acute-care  facilities,  69 
psychiatric  hospitals  U.S.,  Switzer- 
land, London.  Led  $1.1  billion 
buyout  of  company  in  September. 
Fickling  fortune  believed  worth 
$340  million. 
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Publishing.  Beverly  Hills.  62.  Mar- 
ried. Auto  mechanic's  son;  hit  on 
plan  to  turn  hobby  into  magazine. 
With  $400  and  partner  put  together 
Hot  Rod  hawked  for  25  cents  at 
races  1947.  Bought  out  partner 
1950;  Petersen  Publishing  now  14 
monthlies  (Motor  Trend,  Guns  & 
Ammo,  Skin  Diver),  1 1  bimonthlies. 


fust  acquired  Sport  magazine. 
"We're  a  good  medium  for  a  lot  of 
what  advertising  is:  beer,  ciga- 
rettes, cars,  all  those  good  things." 
First  to  bag  polar  bear  with  revolver 
1965.  "It  was  shoot  or  be  fatally 
mangled."  Pursues  all  activities  his 
magazines  cover:  "Except  for  Teen." 
Tends  Beverly  Hills  Western  art 
gallery.  Magazines,  real  estate,  art 
worth  at  least  $340  million. 


~vDnavleA  S$uew%*. 
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Stock  market,  real  estate.  NYC. 
Charles:  85.  Divorced,  remarried;  3 
children  by  first  marriage.  Brother 
Herbert:  80.  Widowed,  remarried;  1 
daughter,  1  son.  Charlie  reared  in 
Manhattan  cold-water  flat,  quit 
high  school  at  15,  started  bond  trad- 
ing at  19  with  $1,000,  2  phones. 
Brought  in  Herb  1928.  Lost  first 
million  in  Crash.  Herb's  deft  De- 
pression trading  kept  Allen  &  Co. 
going.  Since  1930s,  bets  on  unlikely 
firms  paid  off  in  spades:  Herb  (now 
semiretired)  put  $3  million  in  Ben- 
guet  Mining,  yielded  over  $45  mil- 
lion; Charlie's  $1  million  in  Syntex 
1958    now    about    $250    million. 


12  states  have  no 

residents  who  are 

members  of  The  Forbes 

Four  Hundred. 
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Diners  Club  is  not  only  the  Government's  choice. 

We  also  provide  travel  management  services  to  over  one-half  of  the 

fortune  500  Companies.  Give  us  a  call  at  1-800-458-4085. 

/j~lk^^k  Diners  Club 
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1988.  Citicorp  Diners  Club  Inc. 


ALCATEL  CORTELCO* 

Manufacturer  or  Telephones 

ond  Key  Svstems 


FRIDEN  ALCATEL 

Postage  Meters,  Mailing  and 

Shipping  Systems 


ALCATEL  INFORMATION  SYSTEMS" 
Courier  3270-Compatible  Computer  Systems 
and  XTRA  Microcomputer  Systems 


•Formerly  Apparatus  Division  of  ITT  Telecommunications. 


'Formerly  Alcatel  Courier  and  Alcatel  XTRA  Business  Systems. 


alcatel  is  nan 

COMMUNICATIONS 


In  fact,  Alcatel  is  a  synergy  of  leading 
companies  offering  comprehensive 
information  processing  and  communi- 
cations solutions. 

Data  communications  companies 
such  as  Alcatel  Information  Systems 
(AIS) ,  Alcatel  PABX  Systems,  Alcatel 
Cable  Systems  and  Alcatel  Network 
Systems/Transcom. 

AIS  develops  and  markets  the 
Courier  line  of  advanced  workstation 
systems.  The  new  Courier  Processing 
Terminal  combines  the  "personali- 
ties" of  three  intelligent  workstations 
to  provide  a  single  desktop  solution  for 
IBM  3270,  DEC  VT  220  and  personal 
computer  applications.  For  3270  net- 
works, the  Alcatel  product  portfolio 
includes  the  9000  Series,  an  advanced 
family  of  communication  controllers, 
displays  and  printers;  micro-to-main- 
frame  links;  and  local  area  network 
products. 

With  a  record  of  excellence  spanning 
five  decades,  Alcatel  PABX  Systems 


provides  premium  quality  products 
such  as  the  System  3100  PABX.  Simul- 
taneously handling  voice  and  data,  the 
System  3100  improves  efficiency  by 
using  existing  office  telephone  lines 
to  communicate  data  from  one  work- 
station to  another,  and  to  computers, 
word  processors,  printers  and  elec- 
tronic mail  systems. 

A  pioneer  company  in  the 
development  of  fiber  optics,  Alcatel 
Cable  Systems  offers  optical  fiber; 
copper,  fiber,  submarine  and  tactical 
cable;  and  "fiber-to-the-home"  systems. 

Alcatel  Network  Systems/Transcom 
brings  over  65  years  of  experience  to 
the  development  of  high  quality  trans- 
mission and  switching  products. 

Now  as  part  of  $13  billion  Alcatel, 
these  companies  share  increased 
financial  and  technological  resources. 

So  take  a  close  look  at  the  integrated 
solutions  Alcatel  has  to  offer.  When 
you  do,  you'll  clearly  see  how  we 
can  improve  the  way  your  business 
communicates. 


T 


A  L  C  A  T  E   L 


For  more  information  on  the  Alcatel  companies, 
call  1-800-556-1234  (ext.  247)  or  in  California  1-800-441-2345  (ext.  247); 
or  write  Alcatel  Business  Systems,  1623  Buckeye  Drive,  Milpitas,  CA  95035. 


ALCATEL  PABX  SYSTEMS* 
Advanced  PABX  and 
Key  Systems 


ALCATEL  SERVCOM 

Computer  Maintenance  and 

Support  Services 


ALCATEL 

CABLE  SYSTEMS  GROUP 

Optical  Fiber  and  Cable  Systems 


ALCATEL 

NETWORK  SYSTEMS/TRANSCOM 

Transmission  and  Switching  Products 


'Formerly  ITT  Business  Communications  Corporation  and  Thomson  CSF  Operations. 


Charlie:  "\  have  hunches."  Invested 
hea  -ago,  Kansas  City 

real  estate  with  Arthur  Rubloff. 
b's  sen  Herbert  A.:  47.  Di- 
vorced, remarried;  4  children. 
Joined  firm  1962;  defied  father's  ad- 
vice buying  6%  Columbia  Pictures 
1973;  raked  in  $40  million  on  1982 
sale  to  Coca-Cola.  Expanded  into 
underwriting  (including  Coca-Cola 
Enterprises),  investment  banking 
(steady  client:  Rupert  Murdoch, 
which  see).  Allen  &  Co.  secretive, 
active.  Reportedly  raised  stake  in 
new  Columbia  Pictures  Entertain- 
ment. Herbert  A.:  "We're  long-term 
speculators."  Family  donated  $15 
million  to  NYC's  Columbia-Pres- 
byterian Hospital.  With  stakes  in 
over  200  companies,  real  estate, 
shared  fortune  at  least  $1  billion. 


^/Ma^Jpwne  crtoi/e<i  <7Lcvt<<u<e 

Brother  and  sister.  Publishing. 
Children  of  Raymond  C.  Hoiles  (d. 
1970),  $2/week  printer's  assistant 
bought  Bucyrus  (Ohio)  Telegraph- 
Forum  1927,  Santa  Ana  Register 
1935.  Freedom  Newspapers  now  29 
dailies,  3  weeklies,  5  tv  stations. 
Chose  company  name  "because 
freedom  will  live  on  forever,  and 
the  Hoiles  name  will  be  forgotten 
in  a  short  time."  Spread  libertarian 
philosophy:  opposed  taxes,  public 
schools,  etc.;  escaped  two  bombing 
attempts.  Three  children  inherited, 
son  Clarence  headed  until  1981; 
death  led  to  family  dispute.  Harry: 
Santa  Ana.  72.  Married,  3  children. 
Longtime  publisher  Colorado 
Springs  Gazette  Telegraph,  sued  for 
control  1982,  offered  to  buy  out- 
right for  $1.01  billion  1985.  Mary 
Jane:  Marysville,  Calif.  66.  Married, 
4  children.  Harry  still  fighting  but 
Freedom  Chairman  Robert  Hardie 
(Jane's  husband),  Clarence's  heirs 
unwilling  to  split  up  chain.  Each 
branch  holds  one-third;  combined 
worth  at  least  $1  billion.  "Nobody 
can  hate  each  other  the  way  fam- 
ilies can." 


.  /A*.  m<i ,  .    t  (*>//<  /i    ( 


Investments.  NYC.  78.  Divorced, 
widowed,  remarried;  3  children  by 
first  marriage.  Graduated  Yale;  in 
troduced  to  business  by  distant  rel- 


The  metropolitan  areas 
with  most  resident  mem- 
bers of  The  Forbes  Four 
Hundred  are: 
New  York  City,  79 
Los  Angeles,  33 
Dallas/Fort  Worth,  21 
Chicago,  20 
San  Francisco  Bay  area,  18 
Washington,  D.C.,  12 
Boston,  10 
Detroit,  9 
Houston,  9 
Minneapolis,  9 

Seattle.  9 
Philadelphia,  8 

ative,  Gulf  Oil  boss  W.L.  Mellon; 
career  as  acquirer  of  undermanaged 
companies.  Turnarounds  include 
bankrupt  H.K.  Porter  1938,  Crane 
Co.  from  1959;  over  80  others.  Rel- 
ishes current  era:  "Takeovers 
weren't  respectable.  Now  they 
are."  Resigned  as  head  of  Crane  fol- 
lowing losing  battle  with  board, 
son  Shell;  Shell  now  heads.  Sold  his 
22%  Macmillan  stock  against  son 
Edward's  pleas;  Edward  still  head 
Macmillan.  Retains  control  H.K. 
Porter,  major  holdings  Crane,  Fan- 
steel,  etc.;  horses,  bonds,  art. 
Thomas'  net  worth  estimated  at 
least  $330  million. 


Real  estate,  banking,  football.  Tam- 
pa. 69.  Married,  2  children.  Son  of 
coal  mining  engineer;  encouraged 


to  study  accounting,  law.  IRS  pros- 
ecutor, then  premier  tax  attorney; 
clients  including  Richard  Nixon. 
Paid  $12  million  for  Palmer  Ranch, 
11,500  prime  Sarasota  acres  1970; 
sold  half  for  $35  million  1981;  de- 
veloping. Also  5,300  acres  citrus, 
other  Florida  real  estate.  Lost  third 
takeover  attempt  Florida  Commer- 
cial Banks,  but  $22  million  profit. 
Trying  again  with  $71.9  million 
purchase  Coast  Federal  S&L  1987; 
awaiting  federal  approval.  Awarded 
NFL  expansion  Tampa  Bay  Bucs 
1974;  dubbed  "Pinstripe  Rambo" 
for  efforts  to  break  strike  last  year. 
Net  worth  at  least  $330  million. 
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Tyson  Foods.  Brother,  sister-in-law. 
Fifth-generation  farming  family 
started  Tyson  Feed  &  Hatchery 
1947.  Changed  name  to  Tyson 
Foods  Inc.;  went  public  1963.  Fam- 
ily plagued  with  tragedy:  Don  took 
over  when  parents  died  in  auto  ac- 
cident 1966;  Barbara  inherited 
when  husband  Randal  accidentally 
choked  to  death  1986.  Aggressive 
acquisition,  innovation  put  compa- 
ny past  $1  billion  mark  1985;  near- 
ly doubled  by  1987:  $1.8  billion. 
Nation's  leading  chicken  outfit; 
also  hogs,  frozen  Mexican  food. 
Nearly  all  execs  must  wear  khakis: 
"If  we  all  wore  suits  we'd  sit  here  in 
the  office,  and  we  don't  make  mon- 
ey in  here.  We  make  it  out  in  the 
field."  Don:  Springdale,  Ark.  58. 
Married,  3  children.  Barbara:  Fay- 
etteville,  Ark.  Widowed,  no  chil- 
dren. Don  worth  over  $330  million, 
Barbara  over  $265  million. 


Broadcasting.  St.  Mary's  Point, 
Minn.  55.  Married,  5  children.  Fa- 
ther Stanley  Eugene,  91,  founded 
nation's  first  (but  unsuccessful) 
commercial  airline.  Built  one  of 
Minneapolis'  first  radio  stations 
1923  (WAMD— "Where  All  Minne- 
apolis Dances),  added  tv  1948.  Son 
Stanley  Stub  took  over  1981  after 
Dad's  stroke;  Hubbard  Broadcast- 
ing now  6  tv,  2  radio  stations.  Pio- 
neering satellite  tv:  owns  transpon- 
ders; satellite  news  service  with 
over  100  member  stations;  satel- 
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r  became  history, 
we  were  there. 


The  loss  of  a  home 
and  everything  in  it  can 
rank  as  one  of  the  worst 
traumas  imaginable.  Both 
financially  and  emotionally. 
However,  with  the  Atlantic 
Master  Plan  you  can  protect 
yourself  from  ever  having  to 
face  a  financial  catastrophe  of 
that  magnitude. 

The  Atlantic  Master  Plan 
has  been  called  the  most  com- 
prehensive personal  insurance 
plan  available.  It's  an  adaptable 
package  that  covers  not  only 
your  primary  home,  but  second 
homes,  automobiles,  jewelry,  fine 
art,  computers,  boats  and  more. 
In  other  words,  everything  your 
separate  homeowner,  automobile 
and  liability  plans  cover.  But  the 
Atlantic  Master  Plan  is  more  than 
comprehensive.  It's  a  better  value 
than  buying  separate  policies. 

Furthermore,  because  we 
are  a  mutual  company,  the  value 
of  the  Atlantic  Master  Plan  is 
further  enhanced  through  the 
possibility  of  dividends. 


If  you're  looking  to 
simplify  your  personal  insurance 
needs  and  want  to  deal  with  a 
company  famed  for  its  respon- 
siveness and  fairness  in  claims 
handling,  ask  your  agent  or  broker 
about  us. 

We're  making  history  too.  By 
being  an  insurance  company  you 
can  depend  on. 

Atlantic  Mutual,  45  Wall 
Street,  New  York,  NY  10005. 

The  Atlantic  Master  Plan  is  not  available  in  all  states 

s^  AtlanticMutual 

What  insurance  is  supposed  to  be. 


Atlantic  Mutual  Insurance  Company 
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lite-bome  program  distributor 
17V.  Believes  pay  satellite  will 
replace  cable:  "The  best  buy  in 
iraumcations  in  the  next  de- 
cade." His  fortune,  in  trusts,  worth 
at  least  $330  million. 


z/oewwett \fiefiAen,  J^yOow 

Buyouts.  Saddle  River,  N.J.  50. 
Married,  2  daughters.  Graduated 
Drexel  U.,  then  on  to  Pentagon  job. 
Founded  computer  concern  DSI 
Systems  1967.  Almost  went  under, 
but  "Ben"  learned  art  of  turn- 
around. Hit  big  time  with  lightning 
speed.  Paid  Asher  Edelman  $101 
million  for  cast-off  computer  unit 
1985;  took  public  1986,  his  54% 
MAI  Basic  Four  recently  worth 
$160  million.  Snared  Liggett  & 
Meyers  Tobacco  for  $137  million 
1986;  took  public,  lost  first-ever 
cancer  suit;  eyeing  American 
Brands.  Doesn't  smoke:  "It  was 
strictly  business."  Leading  Western 
Union  turnaround,  has  one  share 
that  becomes  100  million  when 
WU  shows  profits.  Yachtsman,  scu- 
ba diver  worth  $330  million. 


z/eovae  zrl.  tZ7to6evfo 

Partners,  leveraged  buyouts.  Three 
dealmakers  left  Bear,  Stearns  for 
own  firm  1976;  prowled  for  under- 
valued companies  to  buy  with 
"junk"  bond  leverage.  Stunned 
Wall  Street  repeatedly  with  first 
buyout  of  Big  Board  firm  (Houdaille 
Industries  for  $355  million  1979), 
first  $1  billion  deal  (Wometco 
1984),  largest  LBO  ever  (Beatrice  for 
$8.4  billion  1986).  Total  purchase 
price  on  over  30  deals  to  date:  $35 
billion.  Firm  collects  1%  invest- 
ment banking  fee,  20%  of  profits 
when  sold,  1.5%  management  fee 
on  KKR  investor  fund  (now  $5.6 
billion).  Jerry:  Mt.  Kisco,  N.Y.  63. 
Married,  4  children.  New  York- 
bom  lawyer,  Harvard  M.B.A.  "Pa- 
triarch" left  group  1987  for  own 
firm,  still  KKR  limited  partner:  "I'll 
stick  with  the  deals  where  reason 
prevails."  Henry:  NYC.  44.  Di- 
vorced, remarried;  3  children.  Son 


of  Tulsa  oil  geologist,  first  cousin  of 
Roberts.  High-profile  giver,  eats  up 
NYC  social  scene  (Met,  ballet 
boards).  On  one  deal:  "We  wanted 
the  public  to  feel  KKR  wasn't  in  it 
for  the  last  dime  and  screwed 
them."  George:  San  Francisco.  45. 
Married,  3  children.  Hates  NYC, 
runs  SF  office  with  brother-in-law 
Robert  MacDonnell.  After  allow- 
ance for  lesser  partners,  their  por- 
tions of  KKR,  even  without  last 
dime,  now  believed  worth  at  least 
$330  million  each. 


cft&nvy-  jponn  cftevnx,  III 

H.J.  Heinz  Co.  50.  Fox  Chapel,  Pa.; 
Washington,  D.C.  Married,  3  chil- 
dren. Great-grandfather  H.J.  Heinz 
bottled,  sold  horseradish  Sharps- 
burg,  Pa.  1869.  Heinz  &  Noble 
founded  1869  with  partner:  went 
under.  Re-emerged  1888  as  H.J. 
Heinz  Co.,  became  condiment 
king,  food  giant  (Weight  Watchers, 
Star-Kist,  Bumble  Bee,  Ore-Ida 
brands).  Serves  more  than  100 
countries  and  territories;  fiscal 
1988  sales  $5.2  billion.  H.J.  Heinz  II 


Why  Rent  A  Meeting  Room 
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(d.  1987)  disbursed  $300  million  of 
family  fortune  to  charities.  H.J.  EI 
two-term  Republican  Pa.  senator. 
Yale  I960,  Harvard  M.B.A.  Headed 
Pa.  delegation  to  GOP  Convention 
1988.  Legislated  mandatory  retire- 
ment age  repeal,  private  pension  re- 
form, parts  of  1988  trade  bill.  His 
Heinz  stock,  other  investments, 
worth  $330  million. 


Real  estate.  Scarsdale,  N.Y.  84. 
Married,  3  children.  Yalie  brokered 
properties  for  chain  stores  1920s, 
later  shopping  centers.  Began  build- 
ing malls  nationwide;  now  over  200 
centers,  building  1  or  2  per  year. 
Few  properties  in  Marx  name;  little 
debt:  "We  lose  our  own  money." 
Made  executives  rich  by  giving 
small  equity  pieces:  "Biggest  mis- 
take I  ever  made.  They'd  quit,  move 
to  Palm  Springs  and  come  in  wear- 
ing sports  shirts  and  laugh  at  me." 
Also  NYC  properties;  son,  daughter 
in  business.  Plays  "high  caliber" 
bridge  with  Larry  Tisch,  Milt  Petrie 
(see  both);  swims  twice  a  day.  "I 


84  members  of  The 

Forbes  Four  Hundred  are 

immigrants. 

don't  know  how  much  I'm  worth 
and  I  don't  give  a  damn."  Estimated 
at  least  $330  million. 


Jw   rVoodnefr 


Real  estate,  art.  NYC.  85.  Divorced, 
2  children.  Harvard-educated  archi- 
tect. Under  Robert  Moses,  designed 
Central  Park  Zoo,  N.Y.  World's 
Fair  buildings  1939.  First  apt.  proj- 
ect 1943:  110  units  Wilmington, 
Del.;  then  low-income,  FHA-fi- 
nanced  D.C.  project:  "No  one 
wanted  to  build  low-cost  housing 
for  black  people.  So  we  did."  His 
Jonathan  Woodner  Co.  now  3,500 
units  New  York,  1,400  D.C,  etc. 
Collects  art:  master  drawings  col- 
lection tours  worldwide;  accom- 
plished painter.  "If  I  didn't  collect 
art,  I'd  be  a  tycoon."  Son  Jonathan 
died  in  plane  crash  1988.  "Big" 
Woodner  worth  over  $330  million, 
art  alone  estimated  $125  million. 
"If  you're  going  to  be  in  real  estate, 
plan  to  live  a  long  time." 


Oracle  Corp.  Atherton,  Calif.  44. 
Divorced,  2  children.  U.  of  Chica- 
go; M.S.,  physics.  Started  as  pro- 


Then  All  You  Need  Is  Room  For  A  Meeting? 

You'll  find  room  for  a  meeting  right  in  your  suite  at  a  Guest 
Quarters"  Suite  Hotel.  Room,  too,  for  two  TVs,  a  mini  bar, 
and  a  suite  kitchen. 

And  you'll  want  room  on  your  schedule  for  a  Private 
Manager's  Reception  and  a  full  breakfast  in  our  full-service 
restaurant — both  of  which  are  included.  Take  time  to  try  the 
pool,  whirlpool,  sauna,  and  exercise  facilities. 

You  get  it  all  for  the  cost  of  iust  a  room 
at  any  other  first-class  hotel. 

That's  Guest  Treatment.'  And  it's  just  what 
you  deserve. 

^  Guest 
Quarters 

SUITE  HOTELS 


1-800-424-2900 

for  reservations  (In  Washington,  D.C.  call  861-66101 

You'l-l  Come  To  Expect  Guest  Treatment 


Manager's  RcLtption  not  available,  and  breakfast  served  in-suite  in  Washington,  D  C.  Some  recreational  facilities  not  available  at  certain  locations. 
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Get  Guest  Treatment  in: 

Alexandria,  VA 

Atlanta,  GA 

Austin,  TX 

Baltimore/Washington 
Int'l  Airport,  MD 

Bethesda,  MD 

Boston,  MA 

Charlotte,  NC 

Ft.  Lauderdale,  FL 

Houston,  TX 

Tampa  Int'l  Airport,  FL 

Troy,  MI  (Detroit) 

Philadelphia,  PA  Area 

Philadelphia 

Int'l  Airport 

Valley  Forge 

Plymouth  Meeting 

Washington,  D.C. 
2500  Pennsylvania 
Ave.,  N.W. 

801  New  Hampshire 
Ave.,  N.W. 

Coming  soon  to: 

Chicago,  IL 
Los  Angeles,  CA 
Waltham,  MA 
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grar  systems  design- 

ee With  $1,200  founded 

Oracle  1977,  tiny  office  in  Santa 
Clara,  with  Ampex  boss  Bob  Miner. 
Learned  from  published  IBM  paper 
about  Sequel,  language  for  database 
management,  beat  IBM  in  market- 
ing the  product.  Sales  skyrocketed. 
Occasionally  rides  bike  to  work, 
endures  60-hour  week;  success 
credited  to  "exceptional  people." 
Side  investments  mostly  high-tech 
stocks,  but  has  shares  in  cake  co. 
"If  there  is  a  downturn  in  technol- 
ogy, people  will  still  be  eating 
cake."  Stock  worth  $330  million. 


Manufacturing,  media.  Barrington 
Hills,  111.  67.  Widower;  2  daughters, 
2  sons  in  business.  After  Army 
WWII,  joined  father-in-law's  small 
Thrall  RR  equipment  manufactur- 
ing firm.  Anticipating  railroads'  de- 
cline, diversified  into  ordnance, 
etc.  as  Duchossois  Industries  (sales 
over  $700  million).  Thrall  still  lead- 


At  least  26  members  of 

The  Forbes  Pour  Hundred 

own  30%  or  more 

of  at  least  one 

professional  football, 

baseball  or  basketball  team. 

ing  freight-car  maker;   also  owns 
largest  maker  garage  door  openers, 
'  radio  stations,  1  tv  station.  Sepa- 
rately owns  Hill   'n'  Dale  horse- 
kg   farm.   Bought   Arlington 
track    1984;    (it    burned 
plans      1989      reopening. 
:   Quad   City  Downs   track 
portedly  for  $5  million. 
I  least  $325  million. 


crudneu  <^4ta&/c  d/afeev 

First  Charter  Financial  Corp.  Los 
Angeles.  87.  Widowed,  3  children. 
Born  in  Warsaw,  educated  England. 
Peddled  candy  to  classmates,  real 
estate  to  British  during  Depression. 
Worked  in  real  estate  development 
in  London  area;  end  run  around 
WWII:  came  to  California  1939 
with  about  $1.5  million  in  capital. 
Built  GI  housing,  went  into  thrift 
business;  founded  First  Charter 
Corp.  1955.  Very  demanding,  tough 
boss.  Thrifty:  "In  England  we  de- 
spised waste.  Waste  was  evil."  First 
Charter  became  third-largest  S&L 
in  U.S.;  merged  with  Financial 
Corp.  of  America  1983.  Mark's 
share:  $285  million.  With  return, 
investments,  net  worth  now  esti- 
mated at  least  $325  million. 


Modular  homes.  Columbus,  Ohio. 
62.  Married,  5  children.  Worked 
night  shift  on  GM  assembly  line 
1940s,  decided  to  apply  mass  pro- 
duction to  home  building.  Founded 
Cardinal  Industries  in  his  garage 
1954,  made  housing  components. 
Began  making  basic  12-by-24-foot 
modules  1970.  Used  for  apts.,  then 
motels,  retirement  villages,  etc. 
Cardinal  now  nation's  2nd-largest 
residential  builder:  53,000  apts., 
18,000-room  Knights  Inn  chain; 
$700  million  revenues.  Totally  in- 
tegrated: buys  land;  installs,  rents, 
manages  modules;  finds  or  sets  up 
investor  partnerships;  finances  the 
whole  thing.  "I'm  a  great  believer 
in  controlling  your  own  destiny." 
His  98%  Cardinal  worth  estimated 
$325  million. 
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Wal-Mart  Stores.  Bentonville,  Ark. 
66.  Divorced,  2  daughters.  Operat- 
ed small  five-and-ten  store  in  Mis- 
souri. Joined  older  brother  Sam 
< which  see),  whose  merchandising 
concept  of  large  discount  stores  in 
rural  towns  took  off.  Brothers  ex- 
panded chain  to  16  stores  in  next  10 
years,  became  Wal-Mart  1962.  Mas- 
tered logistics  of  supplying,  manag- 
ing large  chain;  went  large  scale: 
now  1,200  Wal-Mart  stores,  1988 
sales  $15.9  billion.  James  (Bud)  low 


profile,  quiet,  ran  real  estate.  Now: 
Senior  vp  gone  fishin';  prefers  soli- 
tude of  fisherman's  boat  in  Venezu- 
ela, Alaska,  etc.  to  Bentonville 
headquarters.  His  10.3  million 
shares  of  Wal-Mart  stock  worth 
about  $320  million. 


&cud@i 
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Reebok  International  Ltd.  Newton, 
Mass.  44.  Married,  3  children.  Ran 
family's  wholesale  sporting  goods 
business.  Searched  for  new  busi- 
ness; found  Reebok,  80-year-old 
British  shoe  co.;  established  Ree- 
bok U.S.A.  1979.  Bought  out  parent 
company  1985.  Fireman's  idea:  ath- 
letic shoes  for  aerobics.  "There  was 
a  social  change  going  on  that  no- 
body had  noticed."  1987  sales,  $1.4 
billion.  "We  combine  a  little  risk 
with  a  lot  of  study  and  prepara- 
tion." Bought  shoe  companies. 
Rockport  1986,  Avia  and  John  A. 
Frye  1987,  Ellesse  USA  1988.  Pro- 
human-rights  Reebok  spent  $10 
million  on  Amnesty  International 
concert  tour  1988.  Lost  battle  for 
(football)  Patriots  1988.  Stock  alone 
worth  $320  million. 


II  t//«im  «_  liywn  JKec/c   III 

Uncle,  nephew.  Superior  Oil  Co. 
Descendants  of  William  M.  Keck 
Sr.,  Tex.  wildcatter  during  1901 
Spindletop  boom;  said  to  taste-test 
drilling-core  samples.  Founded  Su- 
perior Oil  1921,  made  it  premier 
independent  oil  co.,  with  largest  re- 
serves; pioneered  Venezuela,  La. 
fields.  Two  sons  fought  over  suc- 
cession; after  failing  to  sell  co. 
1959,  William  Sr.  picked  younger 
son,  Howard,  as  ceo.  William  Sr. 
died  1964.  Howard:  Los  Angeles. 
75.  Married  (embroiled  in  bitter  di- 
vorce), 4  children,  ceo  from  father's 
death  until  1981.  Took  company 
through  ill-fated  mining,  farming, 
timber  diversification  efforts; 
forced  off  board  during  family  feud 
1983.  Superior  sold  to  Mobil  1984 
for  $5.7  billion.  Howard  now  heads 
Keck  Foundation,  financed  $70 
million  Keck  Observatory,  world's 
most  powerful  telescope,  built  atop 
Hawaiian  volcano.  Minimum  net 
worth:  $315  million.  William  III: 
Los  Angeles.  46.  Divorced,  3  sons. 
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Son  of  William  Keck  Jr.  USC  grad, 
now  heads  Coalinga  Oil  Co.  Backed 
Bob  Dole's  short-lived  presidential 
campaign.  Wealth  estimated  at 
$245  million. 


Citrus.  Winter  Haven,  Fla.  and 
Blowing  Rock,  N.C.  71.  Married;  1 
son,  2  daughters.  Native  Tennes- 
seean,  took  public  speaking  lessons 
to  lose  accent;  went  to  N.Y.  at  age 
22,  set  up  fruit  brokerage  business, 
earning  $75,000  when  he  turned  30. 
Came  to  Florida  in  1960s,  snapped 
up  orange  groves  at  "outlandish" 
$l,500/acre;  some  land  now  worth 
about  $12,000/acre.  One  of  last  in- 
dependent growers;  has  20,000 
acres  groveland  (most  south  of 
freeze  zone),  3  plastics  plants,  1  box 
plant.  Doesn't  like  to  sell;  consid- 
ers himself  "a  buyer":  "What  few 
things  I  have  sold  in  my  life,  I've 
always  been  sorry."  Enjoys  yacht- 
ing trips  with  family  (who  all  live 
in  Winter  Haven).  Net  worth  at 
least  $315  million. 


Brothers.  San  Francisco.  Movie  the- 
aters, cable  TV.  Lebanese  immi- 
grant father  started  in  Atlantic  City 
1912  with  nickelodeon;  moved  to 
Calif.,  launched  small  West  Coast 
movie  circuit:  United  California 
Theaters.  Sons  worked  as  ushers, 
projectionists;  later  headed  co., 
bought  50%  United  Artists  Theater 
Circuit  1950;  took  control  after 
1963  merger.  Also  in  1950s:  pio- 
neered cable  systems.  Co.  highly 
decentralized;  "SF's  best  kept  cor- 
porate secret"  when  Naifys  sold 
out  to  Tele-Communications  Inc. 
1986  for  $150  million  cash,  14  mil- 
lion TCI  shares.  Marshall:  68.  Mar- 
ried, 3  children.  Works  out  of  Pacif- 
ic Heights  home  in  sweatsuit;  ac- 
cused by  sister  in  1977  mis- 
management suit  of  wearing 
monk's  robes,  receiving  messages 
from  God  on  FM  radio;  quit  as 
chairman  1978,  resumed  job  in 
1982.  "Oddball"  to  few  who  know 
him.  Robert:  66.  Married,  6  chil- 
dren. Mild-mannered;  press-shy; 
ran  co.'s  day-to-day  affairs;  now 
TCI  senior  vp.  Brothers  own  stake 


in  Todd-AO  film  postproduction 
co.  Their  joint  fortune  estimated  at 
least  $630  million. 


Inheritance.  NYC.  53.  Divorced,  3 
children.  Daughter  of  Arnold  Bern- 
hard,  Value  Line,  Inc.  founder  (d. 
1987).  After  job  as  Time  drama  crit- 
ic, Arnold  moved  to  Moody's  Inves- 
tor Service,  fired  during  Depres- 
sion. Formed  Arnold  Bernhard  &. 
Co.  1931;  developed  standard  for- 
mulas for  evaluating  stocks,  Value 
Line  now  leading  investment  advis- 
er service  ($70  million  revenues). 
Jean  named  pres.  1985;  succeeded 
father  amid  controversy.  With 
brother's  shares,  substantial  family 
money  invested  in  Value  Line  mu- 
tual funds,  worth  at  least  $315  mil- 
lion. Family  owns  Bahama  island 
devoted  to  ecological  research. 
"She  was  the  last  resort  to  keep  the 
company  in  the  family." 


.u^eoMctfrcl \J annuel \jKaaa&  Jfe . 

American  Stores  Co.  Salt  Lake 
City.  65.  Married,  4  children. 
Grandfather  opened  Skaggs  Cash 
Store,  Idaho,  1915.  Six  sons  (all 
known  by  initials:  O.P.,  M.G.,  L.L., 
L.J.,  S.A.,  L.S.)  took  over,  expanded 
into  Safeway  chain.  L.S.  Sr.  ac- 
quired Payless  drugstores  on  own 
1939;  started  Skaggs  Co.  L.S.  Jr. 
joined  at  14,  took  over  1950.  With 
Joe  Albertson  (which  see),  successful 
idea  1970:  drug/grocery  store  com- 
bination. Amicable  split  1977; 
American  Stores  now  sales  of  $14 
billion.  Personal  shopping  spree: 
bought  Jewel  Cos.  for  $1.1  billion; 
pending  $2.5  billion  merger  with 
Lucky  Stores.  "Sam"  reclusive; 
searching  for  successor  so  he  can 
retire.  Worth  at  least  $310  million. 


Shoney's.  Nashville.  63.  Divorced, 
remarried;  2  sons  (1  deceased),  2 
daughters.  Born  in  poor  section  of 
Louisville,  delivered  newspapers 
for  25  cents  a  day.  German  immi- 
grant father  died  leaving  teenage 
Ray  to  support  family.  After  WWII 
bought  supermarket  with  friend  for 
$7,000.  Then  bowling  alley,  drive- 
in  theaters;  opened  Shoney's  coffee 


Among  members  of  The 

Forbes  Four  Hundred, 

the  following  have 

fortunes  derived  in  whole 

or  in  large  part 

from  beer  and  pizza. 

Beer: 

August  A.  Busch  Jr. 

Lydia  Kalmanovitz 

John  E.  Anderson 

Pizza: 

Thomas  Monaghan 

Marvin  Schwan 

Luigino  Paulucci 

shop  in  1959.  "I  could  see  the  post- 
war years  would  be  the  years  of 
families  on  the  move,  of  eating 
out."  Added  Mr.  D's  seafood  (later 
Captain  D's)  1969,  Lee's  Famous 
Recipe  1981;  now  over  1,500  res- 
taurants, 44  motels  in  14  states.  His 
"mystery  shoppers"  squeal  on  slow 
service,  lukewarm  coffee.  Stock, 
real  estate  worth  $310  million. 


Wuliaan  cHooevt  iydewcl&u 

Food  processing.  Greenwich,  Conn. 
42.  Married,  3  children.  Father  died 
when  Berkley  was  11.  "I  was  going 
to  show  the  world."  Delivered 
newspapers,  cut  lawns;  at  age  12 
bought  $  1 1 2  of  Decca  Records  stock 
at  $16  a  share;  later  sold  at  $45.  "I 
was  already  hooked."  Whiz  kid 
money  manager  at  NYU,  Harvard 
B-School  1960s;  his  Berkley  Dean 
&  Co.  ran  $23  million  by  time 


I  FORBES  400/OCTOBER  24,  1988 


245 


The  life  busini 
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In  life  insurance;  the  saying  goes7  the  paperwork  can 
kill  you.  The  paperless  office  is  every  company's  dream.  \ 

That;s  why  lots  of  huge  insurance  companies  are  j 
using  NYNEX. 

Recently  to  simplify  life  for  one  of  these  colossi;  I 
NYNEX  replaced  acres  of  paper  with  an  innovative  new  voice 
and  data  network;  connecting  their  operations  center  with  \ 
their  headquarters.  It  makes  their  systems  compatible. 

And  remarkably  it  allows  them  to  access  their  whole 
information  network  by  plugging  any  work  station  into 
any  phone  jack.  I 

Tnis  NYNEX  technology  isn;t  just  convenient.  Its 
vmg  them  a  lot  of  money. 


5 


needed  some 


Which  is  always  the  best  policy. 

The  NYNEX  family  of  companies  would  like  to 
work  with  you7  too.  We  offer  you  everything  from  computer 
networks  and  software;  to  mobile  phones;  to  the  services  of 
New  England  Telephone  and  New  York  Telephone. 

CaH  us  at  1-800-535-1535. 
.  When  we  say  the  answer  is  NYNEX7  its  not  just 
an  empty  claim. 


Need  to  communicate?  Need  to  compute?  The  answer  is 


NYNEX 


MBM  ■        -■■■*■?=***&+ 
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Berkley  was  23,  public  as  W.R.  Berk- 
ley (specialty  insurer)  in  1973. 
Launched  Finevest  Services  1979, 
now  $2  billion  holding  co.:  dairy 
products  (Pet  milk,  etc.),  frozen 
food,  food  concessions,  insurance; 
owns  80% -plus.  Long-term,  reces- 
sion-proof investor:  "A  quick  move 
here  or  there  doesn't  win  the  game. " 
With  other  assets,  worth  at  least 
$300  million. 


Oil,  real  estate.  NYC.  81.  Widowed, 
remarried;  3  children,  2  stepchil- 
dren. Immigrated  from  Poland, 
WWII.  Made  sleeping  bags  for 
Army  until  1952,  switched  to  oil  & 
gas.  Went  public  as  Belco  Petro- 
leum Corp.  1959.  Developed  large 
oil  base  in  Peru,  also  diversified 
into  domestic  natural  gas,  coal 
mining.  Family  pursued  expensive 
oil  venture  in  Israel  1969;  unsuc- 
cessful. Friendly  takeover  1983  by 
InterNorth  (name  since  changed  to 
Enron).  "The  name  of  the  game  in 
business  is  money.  If  the  price  is 
right,  we'll  sell."  Arthur,  son  Rob- 
ert, 53,  both  Enron  directors.  With 
stock,  NYC  real  estate,  worth  at 
least  $300  million. 


Yoiin  c-lti&nfi/tt  i  '(<i> 
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Holiday  Inns.  Springfield,  Mo.  65. 
Married.  Taught  school,  worked  on 
Alaskan  highway;  after  WWII,  con- 
crete venture  failed  leaving  him  in 
debt.  Started  building  homes,  shop- 
ping centers.  First  Holiday  Inns 
franchises  with  partner  Roy  Wine- 
gardner  1959.  Built  31  hotels,  sold 
to  Holiday  Inns  for  stock  1970,  re- 
cently sold  stock.  (Roy  later  HI 
chairman.)  Continued  building, 
now  owns  40  hotels,  manages  addi- 
tional 16,800  rooms.  Owns  real  es- 
tate across  country,  but  especially 
Springfield  (Bob  Hope— "It  won't 
be  long  before  this  town  is  known 
as  Hammons,  Mo").  Also,  small 
businesses:  bank,  pro  golf  course 
development.  Founded  heart  insti- 
Net  worth  over  $300  million. 


•  /■  .     I  '<  /icA 


Trail. e  Village,  Kans. 
77.  remarried;    4   chil- 

drti  uldren.  Father  Jesse 


715  persons  have  been 

listed  at  least  once 

in  the  six  editions  of 

The  Forbes  Four  Hundred 

to  date. 

Clyde  began  buying  land  Kansas 
City  1904.  Foresaw  auto  age:  devel- 
oped idyllic  communities  with  pro- 
visions for  garages,  filling  stations. 
Built  55-acre  Country  Club  Plaza, 
first  suburban  shopping  center, 
1922.  Son  Miller  ceo  1950.  Major 
holdings  in  KC,  Des  Moines,  St. 
Louis,  Fla.  Took  firm  private  in 
1984.  Known  as  staunch  conserva- 
tive. Banned  break-dancing  from 
shopping  center,  spurring  cries  of 
racism.  Owns  some  67%  J.C.  Nich- 
ols Co.;  relinquished  30%  to  em- 
ployees through  ESOP  last  Febru- 
ary: "I'm  not  going  to  be  around 
forever."  Worth  over  $300  million. 


If /it/ /it i/ 

Inheritance.  Manhasset,  N.Y.  80. 
Divorced,  widowed;  2  children  by 
first  husband.  Daughter  of  noted 
brain  surgeon  Harvey  Cushing. 
Married  James  Roosevelt,  eldest 
son  of  FDR.  President's  "favorite 
daughter-in-law,"  often  White 
House  hostess.  Divorced  1940.  Re- 
married 1942  to  John  Hay  (Jock) 
Whitney,  editor  of  Neu  York  Herald 
Tribune,  ambassador  to  Court  of  St. 
James's  and  heir  to  19th-century 
oil,  tobacco,  land  and  railway  for- 
tune; died  1982.  Betsey  active  phi- 
lanthropy;   impressive   art   collec- 


tion (exhibited  at  National  Gallery 
1983).  Lives  quietly  on  500-acre 
Long  Island  estate.  Trusts,  art,  real 
estate,  etc.  believed  worth  over 
$300  million. 


^/neoaojte  ^sva/han,  c£&}we<* 

Real  estate.  Chevy  Chase,  Md.  and 
Palm  Springs.  62.  Married,  3  chil- 
dren. Father  bom  Palestine;  D.C.- 
based  department  store  exec.  After 
Army,  law  school,  with  $250  in 
savings  Ted  sold,  built  surburban 
subdivisions.  At  age  32,  tapped  by 
local  biggie  Homer  Gudelsky  to  co- 
develop  1  million  sq.  ft.  D.C.  mall 
1960:  "I  guess  he  just  wanted  to 
give  a  young  guy  a  break."  Also 
office  space,  6,000  apts.;  owns  half 
Washington  Square  building  in 
downtown  D.C.  Building  5  million 
sq.  ft.  Tysons  Corner  II  complex 
McLean,  Va.  Bid  for  Baltimore  Ori- 
oles (baseball)  1975;  backing  D.C. 
bid  for  expansion  club.  Worth  esti- 
mated at  least  $300  million. 


zHooevl  \oAarlea  !fo<ie/i/i  wdtvavd 

Publishing.  NYC.  56.  Twice  di- 
vorced, remarried;  5  children. 
Brooklyn-bom  accountant's  son, 
moved  to  Rome  to  paint  at  18.  Was 
freelance  cartoonist;  started  Pent- 
lx>use  London  1965,  moved  to  U.S. 
1969.  Big  hit  with  first  glimpse  of 
pubic  hair.  Sales  limp  lately, 
blames  VCRs:  "There's  only  so 
much  time  the  public  has  to  enter- 
tain itself."  Diversifying — General 
Media  Intl.  now  19  titles  including 
Omni,  Four  Wheeler  Bought  Saturday 
Return-  1987,  plans  "the  central 
magazine  of  American  culture." 
Sold  unfinished  Atlantic  City  ho- 
tel/casino at  a  loss.  Fortune  in  pub- 
lishing, real  estate  and  art  worth 
over  $300  million.  Bob's  father:  "I 
had  hoped  someday  he'd  be  a  fam- 
ous painter." 


L/rt  1 1«/  //heoao^te  wha&e 

Real  estate,  investments.  West 
Hartford,  Conn.  59.  Married,  2  chil- 
dren. Born  David  Ciesla  in  Poland; 
escaped  Nazi  death  camp  march 
that  killed  parents,  sister.  To  U.S. 
1946;  door-to-door  salesman  speak- 
ing six  languages.  Became  small- 
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SCOTTSDALE       ST.  THOMAS 


STOUFFER  ORLANDO  RESORT 
Orlando,  Florida 

THE  ORLANDO  ESCAPE 
BREAKATION 

Three  days  and  two  nights. 
Includes  luxurious  oversized  guest 
accommodations.  One-day  passes  for 
two  adults  to  be  used  at  any  two 
of  the  following  attractions  ( total  of 
four  tickets): 

Walt  Disney  World*  -  Magic 

Kingdom* 

Walt  Disney  World  -  EPCOT* 

Center 

Sea  World  * 

Boardwalk/  Baseball™ 

Cypress  Gardens™ 
Round-trip  transportation  for  two  adults 
to  any  two  of  the  above  attractions. 
One-day  pass  for  one  child  to  our  super- 
used  children's  activity  center.  Compli- 
mentary coffee  and  newspaper  with 
your  wake-up  call.  Use  of  the  Stouffer 
Athletic  Club  and  tennis  facilities. 

S39-4  per  couple 

December  23. 1988  -  April  30. 1989 

Attraction  tickets  and  transfers 

included 

$105  for  each  additional  adult. 

Each  child  3-9.  add  172. 

THE  "WORLDS" 
BREAKATION 

Five  days  tnd  four  nights. 
Includes  luxurious  guest  accommoda- 
tions. Four-daj  passport  for  two  adults 
to  either  Walt  Disney  World  Magic 
Kingdom  or  EPCOT  Center  One-da) 
admission  for  two  adults  to  Sea  World. 
Complimentary  use  of  the  Stouffer 
Athletic  Club  and  tennis  facilities 
Round-trip  transportation  for  two 
adults  for  four  days  to  Walt  Disney 
World  and  one  day  to  Sea  World  Break- 
fast buffet  each  morning  Welcome 
beverage  cocktail.  Coffee  and  news- 
paper with  your  wake- up  call 

lour  nights.  $960  per  couple 
Additional  S195  per  child 
Five  nights.  11,103  per  couple. 
Additional  1202  per  child 
Six  nights.  SI, 245  per  couple- 
Additional  S210  per  child 
Seven  nights,  SI, 388  per  couple 
Additional  S2P  per  child. 
December  30, 1988  -  April  30, 1989 

w.ih  Disnej  World  EW  OT  (enter,  and  Magic 
Kingdom  arc  registered  trademarks  of  Walt 
Disney  Vtbrld  Co 


c  1988  Stouffer  Hotel  Company 


STOUFFER  COTTONWOODS  RESORT 
Scottsdale,  Arizona 

THE  SUNSATIONAL 
BREAKATION 

Three  days  and  two  nights. 
Includes  deluxe  two-room  suite  with 
private  patio  spa,  continental  breakfast 
with  wake-up  call,  and  daily  luncheon 
for  each  person.  Adjacent  to  exclusive 
Borgata  Shopping  Village. 

S199  per  persoa  double  occupancv 
January  1,  1989  -  May  15,  1989 

THE  ULTIMATE  TENNIS 
BREAKATION 

Four  days  and  three  nights. 

Includes  luxury  Phoenix  Suite  with  hot 
tub  and  fireplace,  welcome  cocktails 
with  the  tennis  pro,  complimentary 
resort  tennis  attire,  complimentary 
continental  breakfast  served  daily  on 
your  patio,  \ideo  match  analysis  and 
training  program  strategy  daily  con- 
ditioning and  stretching,  daily  one-hour 
private  lesson,  daily  one-hour  match 
with  die  pn>,  one-hour  open  court  time 
daily  daily  ball  machine  session,  doubles 
matches  daily  and  personalized  home 
training  program 

S999  per  couple 

Januarv  1.  1989- 

December31.  1989 


INDIAN  WELLS 

Watch  for  our  newest  resort.  Stouffer 
1  smcralda  Resort  located  in  Indian  Wells, 
California,  opens  Fall  1989.  Call  now 
to  book  your  meetings  or  to  make 
reservations. 


STOUFFER  GRAND  BEACH  RESORT 
St.  Thomas,  U.S.  Virgin  Islands 

THE  GRAND  EXPERIENCE 
BREAKATION 

Five  days  and  four  nights. 

Includes  standard  accommodations  ' 
which  boast  a  lovely  garden  view  froi 
your  terrace  or  balcony,  a  continenta 
breakfast  each  morning  in  our  Bay 
Winds  restaurant,  a  gift  to  commemorat 
your  vacation,  and  complimentary  us 
of  snorkel  gear  sunfish,  and  windsurfer 
along  with  six  lighted  tennis  courts. 
SI, 180  per  couple 
December  25,  1988  -  April  2,  19S 
Airport  transfers  and  taxes  include 
Extra  nights  available  at  S270  pt 
night. 

THE  ROMANTIC  FANTASY 
BREAKATION 

Five  days  and  four  nights. 
Includes  one-bedroom  suite  with 
whirlpool  spa,  sunset  cocktail  cruise, 
complimentary  bottle  of  Dom  Perignor 
pair  of  keepsake  glasses,  one-da)'  use 
of  \ideo  tape  recorder  including  a 
blank  tape,  complimentary  use  of 
snorkel  gear,  sunfish,  and  windsurfers 
a  morning  of  breakfast  in  bed  with 
mimosas,  a  day  sail  with  lunch,  and 
island  tour. 

S2,220  per  couple 
December  25,  1988  -  April  2,  196 
Airport  transfers  and  taxes  include 
Extra  nights  available  at  S430  pt 
night. 
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STOUFFER  PINEISLE  RESORT 
Lake  Lanier,  Georgia 

[HE  GOLF  BREAKATION 

Daily  packages, 
lated  on  1,200  acres  of  pine-forested, 
irkling  Lake  Lanier,  you'll  enjoy  our 
dlenging  18-hole  championship  golf 
irse  designed  by  Gary  Player  and  Ron 
by  &  Associates.  Includes  deluxe 
;st  room,  unlimited  golf  each  day 
cond  round  based  on  availability), 
e  cart  for  first  round  each  day,  plus 
ee  daily  bucket  of  range  balls. 

SI 30  per  night,  double  occupancy 

November  20,  1988  - 

February  25,  1989 

$199  per  night,  double  occupancy 

February  26,  1989  - 

November  18,  1989 
i  room  available  for  $30  extra  per 
ht. 

HE  SPORTS  BREAKATION 

Daily  packages. 
:ludes  deluxe  guest  room,  unlimited 
f  each  day  (additional  rounds  based 
availability),  free  cart  for  first 
ind  each  day  a  free  daily  bucket  of 
ge  balls,  unlimited  tennis  court  time 
ly  with  complimentary  use  of  ball 
chine. 

8139  per  night,  double  occupancy 

November  20,  1988  - 

February  25,  1989 

$209  per  night,  double  occupancy 

February  26,  1989  - 

November  18, 1989 

room  available  for  $30  extra  per 
ht. 


STOUFFER  WAIOHAI  BEACH  RESORT 
Poipu  Beach,  Kauai,  Hawaii 

THE  WAIOHAI  ESCAPE 
BREAKATION 

Four  days  and  three  nights. 

Your  luxury  accommodations  include 
a  deluxe  mountain-view  guest  room 
with  breathtaking  vistas  of  tropical 
mountain  ranges,  nightly  turn-down 
service,  and  24-hour  room  service. 
Your  package  includes  a  lei  greeting 
upon  arrival  and  a  compact  car  with 
unlimited  mileage  (gas,  oil,  and 
insurance  not  included)  for  the  length 
of  your  stay. 

$510  per  couple 

December  15, 1988  -  April  15, 1989 

$450  per  couple 

April  16, 1989  -  December  14, 1989 

Extra  nights,  $155  per  night, 

including  car  rental. 

THE  GREAT  ESCAPE 
BREAKATION 

Four  days  and  three  nights. 
On  beautiful  Poipu  Beach  on  Kauai, 
you'll  enjoy  a  deluxe  ocean-view  guest 
room  with  nightly  turn-down  service 
and  24-hour  room  service.  Your  package 
includes  a  lei  greeting  upon  arrival 
and  a  luxury  or  convertible  car  with 
unlimited  mileage  (gas,  oil,  and 
insurance  not  included)  for  the  length 
of  your  stay. 

$785  per  couple 

December  15, 1988  -  April  15, 1989 

$690  per  couple 

April  16, 1989  -  December  14, 1989 

Extra  nights,  $230  per  night, 

including  car  rental. 


all  your  travel  agent  or  1-800- HOTELS  1 


STOUFFER  WAILEA  BEACH  RESORT 
Wailea  Beach,  Maui,  Hawaii 

THE  MAUI  ESCAPE 
BREAKATION 

Four  days  and  three  nights. 
On  Maui,  you  will  stay  in  luxury  at  the 
sensational  Stouffer  Wailea  Beach  Resort, 
a  AAA  Five-Diamond  award-winner  for 
seven  consecutive  years.  Enjoy  a  spacious, 
well-appointed  guest  room  with  private 
lanai  and  Maui's  best  weather  on  a 
beautiful  beach.  Your  package  includes 
a  deluxe  Ocean  Side  room  and  an 
air-conditioned  compact  car. 

$726  per  couple 

January  2,  1989  -  March  31,  1989 

$594  per  couple 

April  1, 1989  -  December  20, 1989 

THE  MAUI  GOLF 
BREAKATION 

Four  days  and  three  nights. 
Play  golf  on  Wailea's  famed  Blue  and 
Orange  courses.  Includes  deluxe  Ocean 
Side  room,  where  you'll  enjoy  soft  sea 
breezes  and  views  of  blue  ocean,  plus 
unlimited  use  of  an  air-conditioned 
compact  car  during  your  stay,  and  two 
rounds  of  golf  per  person.  Two  chal- 
lenging championship  courses  available. 
Welcoming  Mai  Tais  and  fruit  plate 
included. 

$994  per  couple 

January  2,  1989  -  March  31,  1989 

$804  per  couple 

April  1, 1989  -  December  20, 1989 

Extra  nights,  $242  per  night, 

including  use  of  rental  car. 

Tax  (except  at  St.  Thomas)  and  gratuities  not 
included.  Not  available  to  groups.  Advance 
reservations  required.  Certain  restrictions 

apply.  Rates  subject  to  change  without  notice. 
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time  contractor,  built  stores,  kept 
10%  of  Topps  discount  chain  1975 
(became  Toys  'R'  Us).  Built  shop- 
ping centers  early  1960s,  first  of- 
fice bldg.  1972.  Chase  Enterprises 
now  5  million  sq.  ft.  office  and 
retail,  6  hotels,  6  radio,  2  tv  sta- 
tions, 4  insurance  cos.,  large  stock 
portfolio.  Built  temple  with  monu- 
ment to  parents;  lends  house  on 
property  to  Buddhist  church.  With 
$100  million  spun  off  to  each  kid, 
David  retains  fortune  over  $300 
million. 


Real  estate.  NYC.  58.  Widowed,  3 
children.  Parents  New  York  hotel 
barons  1920s  (Ritz,  Delmonico, 
Stanhope):  Jesse  bought  'em,  Eve- 
lyn decorated  'em.  Jesse  died  1941, 
Evelyn  took  reins,  expanded;  after 
Princeton,  Peter  joined  family  firm. 
Bought  posh  NYC  Carlyle  Hotel 
1967  for  $16  million,  co-oped  half; 
now  home  to  royalty,  rock  stars, 
etc.  (Nancy  Reagan,  meet  Mick  Jag- 
ger).  "We're  for  people  who  don't 
have  to  worry  about  expense  ac- 
counts." Also  Manhattan  office 
buildings,  apts.,  etc.;  stock  market 
flings  with  Odyssey  Partners  Jack 
Nash,  Leon  Levy:  Avatar  Holdings, 
Chicago-Milwaukee  Corp.  Worth 
at  least  $300  million.  "If  you  have 
to  count  it,  you're  in  trouble." 


Of  the  124  members  of 

The  Forbes  Four  Hundred 

age  70  or  above, 

at  least  54  are  still 

working  full  time. 


rVilliami  cffwue&i  lJWm  III 

Newspapers.  Augusta,  Ga.  54.  Mar- 
ried, 3  children.  Father  rose  from 
bookkeeper  to  sole  owner  Augusta 
Chronicle  1955;  left  small  paper 
chain  to  family  1967.  "Billy" 
bought  out  family  after  lengthy 
lawsuit;  founded  Morris  Commu- 
nications 1970.  Brother  Charles 
started  own  chain,  aggressively  ex- 
panding. Billy:  "We're  friendly,  we 
just  don't  talk  business."  Bet  com- 
pany on  est.  $200  million  high- 
debt  deal  for  Jacksonville  papers 
1982.  Denies  running  too-cheap 
operation  despite  editorial  exodus: 
"Everyone  was  taken  care  of  in  a 
generous  and  benevolent  way."  In 
deep  again:  bought  Naegele  Bill- 
board Co.  1985  for  est.  $300  mil- 
lion. Estimated  net  worth  over 
$300  million. 

Inheritance,  ranching.  Honolulu 
and  Waimea,  Hawaii.  75.  Divorced, 
2  sons.  Great-great-great-grandson 
of  John  Palmer  Parker,  Boston  sail- 
or landed  in  Hawaii.  Hired  by  King 
of  Hawaii  to  shoot  wild  cattle,  mar- 
ried king's  granddaughter  with 
dowry  of  2  acres.  Assembled  50,000 
more;  domesticated  island  cattle. 
Today  225,000-acre  Parker  Ranch 
supplies  about  one-third  Hawaii's 
beef;  cost  of  a  guided  tour:  $38.  Or- 
phaned Richard  raised  by  grand- 
mother. Left  Stanford  to  become 
Broadway  baritone  for  25  years  be- 
fore running  ranch.  Won  estate  case 
against  200  descendants;  still  up  on 
appeal.  Land,  cattle,  Impressionist 
art  worth  at  least  $300  million. 
Probable  heir:  local  prep  school. 


Beer  distribution,  real  estate.  Bel 
Air,  Calif.  71.  Widowed,  remarried; 
4  children.  Peddled  popcorn  outside 
Dad's  Minn,  barbershop.  UCLA  on 
hockey  scholarship  1936;  Harvard 
M.B.A.,  night  law  school  at  Loyola. 
Cofounder  Kindel  &  Anderson  law 
firm  1953;  business  bug  bit  1950s, 
formed  Ace  Beverage  (Bud  distribu- 
tor). Beverage  group  now  $230  mil- 
lion sales  (Calif.,  Hawaii,  Virgin  Is- 
lands);   manages    "for    the    cash 


flow."  Parent  Topa  Equities  in- 
cludes banks,  insurance;  Century 
City  HQ  worth  some  $90  million. 
Low  key:  "There's  nothing  to  be 
gained  by  shouting  from  the  moun- 
taintop."  Blew  cover  with  $15  mil- 
lion UCLA  gift  1987.  Worth  over 
$300  million.  "I  still  have  trouble 
paying  75  cents  for  a  Snickers." 


.JnovnaA  cft&nwu  ^ZJittmev 

Commodities.  Lake  Forest,  111.  46. 
Married,  2  children.  Started  as  run- 
ner at  Chicago  Mercantile  Exchange 
mid-1960s.  Mistaken  purchase  of 
100  egg  contracts  saved  by  surprise 
rally,  made  $165,000;  bought  Merc 
seat.  Started  own  firm  1969;  built 
"risk  management"  power  Refco 
Group,  probably  world's  largest  fu- 
tures clearinghouse,  also  stock  in- 
dex options,  currencies,  metals. 
"The  Rambo  of  the  futures  indus- 
try," paid  then  largest  ($525,000) 
Merc  fine  for  trading  infractions; 
appealing  $30  million  decision 
against  him  for  stealing  ex-partners' 
business.  Press-shy,  used  to  throw 
lavish  parties  at  private  Palm  Beach 
island.  With  51%  Refco,  large  cat- 
tleyard,  net  worth  believed  over 
$300  million. 


Publishing.  Chicago,  111.  77.  Wid- 
owed, 2  sons.  Husband  G.D.  Crain 
(d.  1973)  launched  Hospital  Manage- 
ment 1916,  founded  Crain  Commu- 
nications. Flagship  Advertising  Age 
added  1930;  further  expansion,  now 
over  20  business,  trade  publications 
(Auto  Week,  American  Drycleaner). 
Sons  Ranee  and  Keith  run  compa- 
ny, but  "What  she  says  goes."  Big 
move  into  regional  business  papers, 
Chicago,  Detroit,  Cleveland.  "Citi- 
zens Crain"  started  New  York  busi- 
ness weekly  1985,  bought,  folded 
competitor,  yet  to  make  money. 
Keith:  "The  thing  I  recall  most 
from  my  father  is  that  working 
wasn't  working,  it  was  fun."  For- 
tune estimated  over  $300  million. 


Citrus.  Avon  Park,  Fla.  78.  Di- 
vorced, remarried;  5  children,  1 
stepchild.  Born  during  1910  hurri- 
cane; mule  drover  in  father's  orange 
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groves  at  age  8;  started  in  citrus 
business  with  wedding  present  of 
10-acre  grove  1933;  now  owns  over 
12,000  acres  mixed  groves,  75,000 
acres  ranchland,  half-interest  in 
public  Alico  (cattle,  citrus).  Wears 
cowboy  hat,  patent  leather  shoes, 
enjoys  running  cattle  in  Jeep: 
"That's  my  life."  Five  terms  in 
state  legislature;  ran  unsuccessful 
6- week  campaign  for  governor  with 
wife  as  running  mate.  Vows  no 
more  politics;  constituents  "will 
have  to  suffer."  Worth  exceeds 
$300  million.  Ben:  "Just  call  me  a 
thousand-aire." 


cfiooevt  Gxuuavd  cHicJi  ^/r. 

Rich  Products  Corp.  Point  Abino, 
Ont.  and  Palm  Beach.  75.  Married, 
3  children.  Learned  family's  milk 
and  ice  cream  business,  bought 
own  milk  co.  1935,  milk  adminis- 
trator WWII.  Decided  "the  cow  is  a 
very  inefficient  factory. "  Developed 
idea  for  frozen  soybean-based  whip- 
ping cream,  when  cream  froze  on 
train  ride  and  still  whipped  after 
thawing:  new,  widely  sought  prod- 
uct. Coffee  Rich  creamer  1960.  Ac- 
quired small  frozen  food  companies 
(1987  sales,  $760  million).  Distrib- 
utes products  for  institutionalized 
feeding.  Son  Robert  Jr.,  47,  presi- 
dent. Owns  "Cadillac"  of  AAA 
baseball  league,  Buffalo  Bisons  (set 
attendance  record  1.2  million, 
1988).  Net  worth  over  $300  million. 


Oil,  real  estate.  Houston.  69.  Mar- 
ried, 10  children.  Bom  Galveston, 
Tex.;  Greek  father  shined  shoes, 
washed  clothes.  George  studied  pe- 
troleum engineering,  geology  at 
Texas  A6lM;  paid  way  selling  sta- 
tionery. After  Amoco  job,  WWII, 
wildcatting  with  brother,  bought 
into  Mitchell  Energy  &  Develop- 
ment predecessor  1960s.  Now  one 
of  nation's  largest  independent  oil 
&  gas  producers,  1988  revenues 
$560  million.  With  wife,  spent  $40 
million  restoring  historic  Galves- 
ton area:  "We  want  to  be  a  catalyst 
and  impetus  for  people  to  do  a 
better  job  of  restoration."  Civic- 
mmded;  energy  consultant  to 
h,  Dukakis.  "Greek"  Mitchell's 
k,  other  assets  at  least  $300 


Nephew,  uncle.  Real  estate,  banks. 
Kansas  City,  Mo.  Frank:  61.  Di- 
vorced, 5  children.  Sherman:  64. 
Married,  2  children.  Frank  born 
Kansas  City  1926  to  European  im- 
migrants; father  was  traveling 
salesman,  dry  goods  dealer.  After 
World  War  II,  joined  Uncle  Sherm's 
sportswear  manufacturer;  partners 
happily  ever  after:  "It's  like  they're 
married."  Opened  small  K.C.  bank 
1964;  built  first  major  shopping 
center  1967.  "Everybody  laughed  at 
Frank  Morgan  when  he  first  start- 
ed. Nobody's  laughing  now." 
Dreiseszun  &  Morgan  partnership 
now  controls  K.C.  banks  with  as- 
sets nearmg  $5  billion,  over  1 1  mil- 
lion sq.  ft.  of  malls.  Frank:  "We're 
involved  with  many  things." 
Sherm  &  Frank  extremely  secre- 
tive, reclusive:  "It's  inaccurate  to 
say  Frank  Morgan  maintains  a  low 
profile.  The  man  has  no  profile." 
Pair  control  assets  through  web  of 
trusts,  straw  names.  Traceable 
wealth,  mostly  in  others'  names, 
worth  at  least  $600  million. 


Apple  Computer.  46.  Woodside, 
Calif.  Married,  2  children.  Electri- 
cal engineer  from  USC,  worked 
first  at  Hughes  Aircraft,  then  Fair- 
child  and  Intel.  Came  across  two 
computer  freaks  with  homemade 
personal  computer,  but  no  way  to 
mass-produce.  They  persuaded  him 
to  put  up  $91,000,  line  up  venture 
capital  to  start  Apple.  "Mike" 
named  chairman  1977,  ceo  1981. 
Relinquished  role  to  John  Sculley, 
brought  in  from  Pepsi-Cola  Co. 
1983.  Apple  vice  chairman  until 
1987;  now  chairman  of  charter  air- 
plane service  ACM  Aviation,  Inc., 
San  Jose.  Enjoying  semiretirement. 
His  6%  of  Apple  stock,  etc.,  worth 
at  least  $300  million. 


FlightSafety  International,  Inc. 
Greenwich,  Conn.  71.  Widowed,  4 
children.  Lindbergh  fan  fulfilled 
dream:  soloed  open  cockpit  biplane 
at  16.  Pan  Am  pilot  WWII,  started 


flight  instruction  firm  1951;  mort- 
gaged home  to  buy  first  simulator 
1954,  went  public  1968.  Now  trains 
30,000  pilots,  2,500  technicians  a 
year  at  39  locations.  Also  manufac- 
tures training  devices.  "Al"  funds 
Project  Orbis,  flying  eye  surgery 
hospital.  Increased  business  flying, 
concern  for  airline  safety  sparked 
major  growth.  "I  believe  in  this 
company."  So  does  raider  Paul  Bil- 
zerian,  but  Ueltschi  owns  29% 
worth  $300  million,  family  has  6% 
more.  "And  I  done  it  clean." 


Among  members  of 

The  Forbes  Four  Hundred 

over  50  years  of  age, 

the  average  number 
of  children  is  3.2.  Among 

those  under  50,  2.5. 


Television.  Beverly  Hills.  63.  Di- 
vorced, 1  son.  Big  band  vocalist,  had 
No.  1  hit  "I've  Got  a  Lovely  Bunch 
of  Coconuts"  1950.  Stints  on 
Broadway,  B  movies;  ever-fascinat- 
ed host  of  Merv  Griffin  Show  1 96 1  -86. 
Started  game  show  production  co. 
1962,  first  hit  Jeopardy/.  Playing 
Hangman  with  sister  on  car  trips 
inspired  Wheel  of  Fortune  1973; 
most  lucrative  game  show  ever, 
sold  to  Coca-Cola  1986  for  $250- 
million-plus.  Merv  still  contributes 
puzzles:  "I  am  a  thick  blotter  of 
mostly  useless  information." 
Bought  $100  million  Beverly  Hills 
Hilton  1987;  split  Resort  Intl.  with 
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1 1851,  when  America  won  the  first  Cup  Race,  Allendale's  engineers 
had  been  charting  a  winning  course  for  16  years. 


:  Outnumbered  by  seventeen  of  Britain's  best  sailing  vessels, 
-nerica  streaked  across  the  finish  line  to  victory.  "Where  is  the 
:ond?"  Queen  Victoria  asked.  "Your  Majesty,  there  is  no  sec- 
d,"  the  signalman  replied.  And  when  America  crossed  the  finish 
e  eighteen  minutes  ahead  of  its  closest  competitor,  Allendale 
d  been  leading  the  property  insurance  industry  for  16  years. 
Today  at  Allendale,  we  continue  to  shape  the  history  of 


loss  control  with  engineering,  training,  research  and  testing, 
responsiveness  and  fairness  in  the  way  we  do  business. 

After  a  century  and  a  half,  our  philosophy  is  not  about  to 
change.  Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


Because 

Mediocrity 

Hurts. 


Management  Recruiters. 

No  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 


EJI 


MANAGEMENT 
RECRUITERS* 

The  search  ana  recruiting  specialists  SM 
350  offices  nationwide 


A/\  The  Korea  Fund,  Inc. 


Investment  manager:    Scudder,  Stevens  &.  Clark,  Inc. 
Korean  adviser:  Daewoo  Research  Institute 

The  Korea  Fund  is  a  diversified  closed-end 
investment  company  whose  shares  are  listed 
on  the  New  York  Stock  Exchange.  The  Fund's 
total  net  assets  were  over  $241  million  as 
of  September  9,  1988. 

For  a  copy  of  the  most  recent  report, 
please  write: 

The  Korea  Fund,  Inc. 
c/o  The  Scudder  Funds 
P.O.  Box  9046  Dept.  160 
Boston,  MA  02705-9046 


Donald  Trump  (which  see).  Fortune 
in  L.A.  real  estate,  radio  stations, 
etc.  worth  more  than  $300  million. 
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Real  estate.  Newport  Beach,  Calif. 
65.  Widowed,  remarried;  5  chil- 
dren. Grew  up  West  LA;  shunned 
school:  voted  "most  likely  to  re- 
cede." High  school  flying  lessons; 
Air  Force  pilot  WWII,  Korea.  Rose 
to  two-star  general;  17  combat  dec- 
orations. With  brother  launched 
second  career  building  homes 
1950s;  William  Lyon  Co.  now  Cali- 
fornia's largest  home  builder  (1987 
sales,  $821  million).  With  George 
Argyros  (which  see)  bought  ailing 
AirCal  1981;  sold  to  American 
1986,  pocketed  $30  million  profit. 
Chief  U.S.  Air  Force  Reserve  1975- 
79;  classic  car  buff:  "I  feel  like  I'm 
in  my  element."  The  "General" 
now  commands  fortune  estimated 
at  least  $300  million. 


¥onn  ^Lee  Xooa; 


Oil.  Midland,  Tex.  63.  Married;  1 
son,  1  daughter.  Grew  up  in  west 
Texas;  father  worked  for  oil  co. 
Graduated  Rice  U.;  started  as  petro- 
leum engineer  1946;  struck  out  on 
own  1952;  major  early  partner  Jo- 
seph Grass  (which  see).  "Sprayberry 
King"  built  fortune  on  small  inter- 
est in  over  1,000  wells;  now  one  of 
largest  producers  in  state  with  ma- 
jor operations  in  west  Texas  Spray- 
berry  Trend,  New  Mexico,  Oklaho- 
ma, Wyoming,  North  Dakota;  also 
cattle  operation  in  Mexico.  Tex 
Moncrief  (which  see).  "John  is  what 
we  call  a  man's  man."  Avid  golfer. 
Fortune  estimated  at  least  $300 
million.  "When  I  die  I'll  go  to  the 
great  oilfield  in  the  sky." 
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Leveraged  buyouts.  New  Vernon, 
N.J.  60.  Married,  7  children.  Insur- 
ance agent's  son;  first  Wall  St.  job 
$75/week,  later  made  $3  million 
per  year  as  head  bond  trader  Salo- 
mon Brothers.  Ford's  "Energy 
Czar,"  Treasury  boss:  "I'm  the  guy 
that  caused  the  lines  at  the  gas  sta- 
tions." Wanting  more  lines  for  his 
5l/i-inch  Who's  Who  entry,  formed 
LBO  firm  Wesray  with  Ray  Cham- 
bers 1981.  Huge  profits  on  deals 
like  Gibson  Greetings  (estimated 
$80  million):  "I  worked  on  that  for 
a  whole  week."  Pair  split,  Simon 
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TO  MAKE  YOUR 

WRITING  MORE 
RIVETING,  STOP 
USING  DULL 

CHARACTERS. 


TT     TT  24-wire   print   quali 

Ho.  Hum. 

Yawn.  That's 
how  people 

react  when  your  writing  fails  to  keep  them 
glued  to  the  page.  But  you'll  get  readers'  atten- 
tion and  keep  it,  when  you  write  with  appeal- 
ing, fully-developed  characters.  Like  the  ones 
created  by  our  Pinwriter®  P2200  printer. 

The  P2200's  24-wire  print  head  produces 
crisp,  fully-formed  characters  for  a  9-wire 
price.  Which  means  you  get  print  quality  that 
people  will  stop  and  read.  At  a  price  that 
won't  stop  you. 

Of  course,  stand-out  print  quality  is  just 
one  reason  the  P2200  is  so  outstanding. 

It  sprints  through  55  letter  quality  CPS 


9-wire 


or  170  in  draft 
mode.  Dresses 
up  memos,  let- 
ters, etc. ,  with  up  to  128  type  variations.  And, 
like  all  our  Pin  writers,  it  works  with  more  soft- 
ware packages  than  any  other  24-wire  printer. 

For  more  information  about  the  entire 
Pinwriter  Family,  call  1-800-343-4418.  And  dis- 
cover what  a  little  character  development  can  do 
for  your  writing. 


NEC  PRINTERS.  THEY  ONLY  STOP 
WHEN  YOU  WANTTHEM  TO. 


NEC 


CaC 


Computer*  and  Communications 


NEC  Information  Systems,  Dept.  1610, 1414  Massachusetts  Ave. ,  Boxborough,  MA  01719. 
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now  building  Pacific  rim  empire 
with  ailing  S&Ls.  Fortune  estimat- 
ed over  $290  million. 


William  Xoo/nc^n  Xno&'fa. 

Jpane  woa  ±yftlacG)lvee 

Brother  and  sister.  Inheritance. 
Great-grandfather  Clarence  Barron 
(d.  1928)  bought  Wall  Street  journal, 
Dow  Jones  ticker  1902;  founded 
Barron's  1921.  Children  of  Barron's 
granddaughter  Jessie  Cox  (d.  1982). 
Bill:  57.  London,  Nantucket.  Mar- 
ried, 4  children.  Director  of  Dow 
Jones  European  operations,  on  corp. 
board.  Jane:  59.  Newtown  Square, 
Pa.  Divorced,  remarried;  7  children. 
Active  in  Philadelphia  charities. 
Thanks  to  Wall  Street  Journal's  great 
success,  siblings  share  trusts  hold- 
ing Dow  Jones  stock  worth,  post- 
crash,  some  $580  million. 
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Real  estate.  Washington,  D.C.; 
Palm  Beach,  Fla.  Charles:  87;  di- 
vorced, 2  children.  Russian  immi- 
grant, began  building  in  Brooklyn, 
lost  bundle  in  Depression.  Moved 
to  D.C.  Lost  shirt  again,  considered 
job  in  bar  &  grill;  wife  talked  him 
out  of  it.  Built  rental  apartments 
instead.  Son  Robert  joined  1950. 
Together,  assembled  land,  includ- 
ing railroad  yard,  Arlington  early 
1960s;  built  much  of  vast  Crystal 
City:  41  buildings  house  70,000 
workers.  Family  holdmgs  total  15 
million  sq.  ft.  offices,  including 
Skyline  City  in  Va.  Charles  retired, 
overseeing  philanthropies  (George 
Washington  U.,  Jewish  charities). 
Company  run  by  formal,  reserved 
Robert:  60;  married,  3  children. 
Also  more  outgoing  Robert  P.  Ko- 
god,  husband  of  Arlene:  54;  3  chil- 
dren. One  of  D.C.'s  biggest  real  es- 
tate empires,  estimated  equity 
$870  million. 
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Real  estate,  telecommunications. 
NYC.  57.  Divorced,  remarried;  3 
children.  Son  of  Italian  immigrant 


real  estate  broker.  After  Princeton, 
built  shopping  centers  with  family. 
Bought  6-million-sq.-ft.  army  depot 
near  Albany,  N.Y.  for  $4  million, 
converted  to  industrial-distribu- 
tion complex;  enlarged;  now  worth 
$100  million.  Also  offices,  Long  Is- 
land beachfront,  etc.  Telecom- 
munications ventures  USCI  (satel- 
lites), Argo  (long  distance)  went 
Chapter  1 1 .  Trying  again  with  Long 
Distance  America  Inc.,  Teltec  Sav- 
ings Communications,  bought  for 
$20  million,  merged  into  Telus, 
March  1988.  Physical  model  for 
drinking  buddy  Michael  Douglas' 
Gordon  Gekko  in  Wall  Street.  Galesi 
worth  more:  $290  million. 
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Among  members  of  The 

Forbes  Four  Hundred 

over  50  years  of  age,  the 

average  number  of 
divorces,  separations  and 

annulments  is  0.4. 

For  those  under  the  age 

of  50.  0.4. 
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Money  management.  NYC,  South 
Hampton,  L.I.  57  Divorced,  remar- 
ried; 5  children.  Born  Budapest.  At 
London  School  of  Economics 
grades  not  good  enough  to  make 
professor,  emigrated  to  U.S.  1956. 
Currency  trader,  stock  analyst; 
starteil  Curacao-based  Quantum 
Fund,  for  foreign  investors  only, 
1969.    "World's    greatest    money 


manager,"  enjoys  28,000%  return 
on  1969  asset  value.  Hobnobs  with 
finance  ministers  in  5  languages. 
Wrote  book  with  insightful  obser- 
vation: Investor  enthusiasm  in- 
flates stock  prices.  Ironically,  bull- 
ish up  until  crash:  lost  $800  million 
(but  finished  year  up  15%).  Man- 
ages $1.8  billion,  incl.  his  share  est. 
worth  over  $290  million. 
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Banking,  real  estate.  Tarpon 
Springs,  Fla.  82.  Married,  1  daugh- 
ter. At  14,  cleaned  father's  Alabama 
bank  for  $8/week  plus  change  he 
found  in  spittoons.  "Dean  of  Flori- 
da banking"  flunked  college  bank- 
ing course,  quit,  bought  first  bank 
1943.  With  wife,  gradually  bought 
control  17  Fla.  banks,  consolidated 
into  Ellis  Banking  Corp.  1973  (as- 
sets, $1.6  billion).  Conservative 
banking,  no  condos  or  commercial 
loans;  worked  every  holiday  for  20 
years.  Sold  his  56%  EBC  shares  to 
NCNB  Corp.  for  4  million  shares, 
lifetime  job,  chauffeur.  His  stock, 
real  estate,  other  assets  worth  at 
least  $290  million.  Won't  retire:  "I 
might  as  well  worry  about  some- 
thing I  enjoy — business." 


jfoAn  cflarn/mond \/i&en6iel \f*. 

Molex,  Inc.  Downers  Grove,  111.  82. 
Widowed,  2  sons.  With  father  and 
brother  founded  small  "alley  shop" 
1938;  invented  inexpensive  Molex 
plastic  combining  coal  and  asbestos 
processing  wastes.  Made  molded 
plastic  items  (toy  guns,  subma- 
rines, etc.);  switched  to  electronic 
components.  John  Sr.  pres.  1957, 
still  chrmn.  Took  co.  public  1972. 
Now  revenues  of  over  $500  million 
(70%  overseas);  21  foreign  factories. 
Son  John  Jr.  now  pres.,  brother  Fred 
vice  chrmn.  "When  my  two  sons 
were  learning  the  business,  I  kicked 
their  asses  all  over  the  place."  Fru- 
gal, prizes  "family  feeling"  among 
employees.  Plays  golf,  racquetball; 
politically  active  both  parties. 
Worth  at  least  $280  million. 
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Inheritance.  Tiburon,  Calif.  83. 
Widowed,  childless.  German-bom 
wife  of  beer  baron  Paul  Kalmano- 
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vitz  (d.  1987),  Polish  merchant  ma- 
rine who  jumped  ship  in  Philadel- 
phia. Daughter  of  small-time  mer- 
chant met  Paul  in  front  of  NYC 
bookstore;  married  April  1930. 
Moved  to  Calif;  bought  LA  bars, 
real  estate.  Invasion  of  thirsty  GI's 
helped  bar  biz  boom  in  WWII;  Nat 
King  Cole  got  started  in  Paul's 
clubs.  Traded  real  estate  for  first 
102  Brewery  1950s;  took  over  many 
regional  breweries  (Pearl,  Lucky  La- 
ger, Narragansett,  Pabst),  trimmed 
waste,  made  them  work.  Lydia  at- 
tends board  meetings;  execs  often 
lunch  at  her  home.  Her  50%  of  es- 
tate worth  $280  million. 


JUoud  wdtoavd  ~toofoen, 

Neutrogena  Corp.  59.  Bel  Air,  Calif. 
Widowed,  remarried;  2  daughters,  1 
son.  Princeton,  Harvard  M.B.A. 
1957;  worked  as  archeologist  in 
Greece.  After  brief  stint  in  Navy, 
expelled  from  architecture  school: 
"I  was  no  good  at  it."  Joined  father- 
in-law's  skin-care  products  firm 
1958  "because  I  couldn't  get  a  job." 
Low-key  marketing:  through  drug- 
stores, samples  in  hotels.  Business 
became  leader  in  specialty  soaps. 
Anticipates  aging  baby  boomers 
will  maintain  this  edge.  Still  avid 
archeologist.  Daughter  Tobey,  29, 
started  Bundle  of  Convenience:  dis- 
posable diaper,  baby  items  delivery 
service  in  Los  Angeles.  His  41% 
interest  in  Neutrogena  worth  $280 
million. 


The  Gap.  San  Francisco.  60.  Mar- 
ried, 3  sons.  Finance  major,  star 
swimmer  at  Berkeley,  grad.  1950. 
Entered  family  contracting/real  es- 
tate business.  Moved  away  from  it. 
Cofounded  first  Gap  store  with 
wife,  Doris,  1969.  Sold  Levis  in  ev- 
ery conceivable  size,  and  arranged 
them  by  size  for  convenience — his 
style  of  shopping.  Prospered  during 
teen-jean  craze  of  1970s;  slowed 
when  teens  grew  up.  Revamped  for 
matured  audience.  Acquired  Ba- 
nana Republic  catalog  operation 
1983,  now  103  stores;  GapKids 
stores,  started  1986,  now  48  units. 
The  family  owns  41%  of  company 
worth  $280  million.  "In  the  retail 
industry  today,  one  has  to  be  will- 
ing to  change." 


Agency  Rent-A-Car.  Palm  Beach, 
Fla.  and  Pepper  Pike,  Ohio.  64.  Di- 
vorced, remarried;  1  daughter. 
Small  real  estate  fortune  accumu- 
lated 1950s-60s.  Insurance  agent 
needed  car  for  client;  Sam  rented 
him  new  car  bought  for  daughter 
for  $9.50  a  day;  realized  potential 
business:  "My  daughter  never  did 
get  that  Impala."  Rents  for  routine 
low-mileage  use,  competitive  rates. 
Now  up  to  32,500  cars;  largest  in- 
surance replacement-car  rental 
company    in    U.S.     "I    originally 


Among  members  of  The 
Forbes  Four  Hundred  re- 
siding in  California  and 
New  York,  the  following 
comparisons  may 
be  made: 
California  New  York 

avg.  age 
64        65 
avg.  net  worth 
$479  million        $577  million 
avg.  no.  divorces 

0.48        0.46 
avg.  no.  children 

8.9        3.8 

no.  in  real  estate 

12        27 

no.  in  media 

12        10 

thought  we'd  get  up  to  maybe  40  or 
50  cars."  Drew  no  salary  until 
Agency  went  public  1983;  now 
takes  $225,770/yr.  Avid  golfer, 
deep-sea  fisher.  His  57%,  other  in- 
vestments, worth  $280  million. 


Real  estate.  NYC.  72.  Married,  2 
daughters.  Started  in  father's  land- 
scaping business  on  N.Y.'s  Long  Is- 
land (nurseries  now  valuable  real 
estate,  but  horticulture  still  his 
hobby).  Lenny  pioneered  building 


high-rise  apts.  on  Manhattan's  Up- 
per East  Side;  now  owns  at  least 
3,800  prime  NYC  rental  units. 
Bucking  co-op  trend:  "Everybody 
who  has  a  job  in  New  York  can't 
spend  $500,000  on  a  co-op."  Also 
Manhattan  office  space.  Lenny 
mostly  an  unknown  quantity; 
avoids  press.  Colleague:  "He  oper- 
ates like  an  old-fashioned  real  es- 
tate man."  Manhattan  apts.,  other, 
should  be  worth  at  least  $275  mil- 
lion. Lenny:  "One  of  these  days  I'm 
going  to  make  it.  My  friends  will 
call  up  and  say,  'Lenny,  you  done 
good.' " 
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Brother  and  sister.  Inheritance,  real 
estate.  Grandfather  Richard 
O'Neill  left  Ireland,  managed 
friend's  huge  southern  California 
ranch.  Payment  in  kind:  half  the 
property.  Grandchildren  inherited 
50,000-acre  O'Neill  Ranch  1943, 
much  of  it  since  sold  or  given  away. 
Developed  11,000-acre  Mission 
Viejo  tract  mid-1960s  with  Donald 
Bren  (which  see);  purchased  by  Phil- 
ip Morris  for  $72  million.  Now  de- 
veloping 5,000-acre  planned  com- 
munity Rancho  Santa  Margarita, 
Orange  County;  headed  by  Alice's 
son  Anthony  Moiso.  Richard:  San 
Juan  Capistrano,  Calif.  64.  Married, 
no  children.  "Uncle  Dick"  known 
for  disheveled  appearance.  Ranch- 
ing interests  Mexico,  Nevada;  also 
Calif,  restaurants.  Powerful  in  state 
Democratic  politics:  "It's  like  play- 
ing at  the  crap  table  or  being  a  big 
bettor  on  football  games."  Alice: 
Los  Angeles.  71.  Divorced,  wid- 
owed; 3  sons,  6  grandchildren.  Dick 
and  Alice  share  ranch,  other  invest- 
ments worth  $550  million. 


lyfttaviAa//  &di4&n.   (z£>ocJ 

Cement.  Palm  Beach.  83.  Widowed, 
remarried;  3  sons.  Nicknamed 
"Doc"  during  sickly  childhood; 
scotched  weakling  reputation  by 
working  12-hour  days  to  get  com- 
pany off  ground.  Started  with  one 
dump  truck,  fiberboard  shed; 
weathered  Depression  by  penny- 
pinching.  Long  hours  still  kept  by 
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flight  in  (he  heart  of  Houston's 
Financial  and  Theater  Districts. 
Complimentary  Limousine  down- 
town, full  health  club  facilities.  Most 
importantly,  a  staff  dedicated  to  your 
personal  service. 


iLANCASTER 


701  Too*  Airnur.  Housum.  Tom  77002 

713/228-9500  ■  80012310336  •  Tela  790-506 

A  Member  of  Small  Luxury  Hotels 


ThisIsritThe 
^P^)erThatCan 
p^bu  Get  Ahead 
InBusiness 


with  a  sheet  of paper  from  Mead 
We  have  quality  grades  that  get 
your  message  noticed  and  your 
point  across.  So  make  the  nght 
career  move  Reach  for  Mead 

(Tfeod 

Business  Papers 

Mod  Fuv  hp«<^unhaM'  PUiiVByton.  Ohio  *  Vfci  1 


^JAe  K^cw/peti  yjr&tw  &va4wwe<i 


execs.:  55-hour,  6-day  week.  Fla.'s 
largest  cement  co.  claims  to  be  first 
to  offer  ready-mixed  concrete. 
Handed  reins  to  son,  1982;  re- 
claimed helm  1983;  guided  co. 
through  several  failed  sales  at- 
tempts. Cashed  out  to  Australian 
co.  in  July  for  $515  million.  "They 
had  the  cash  up  front,  and  they 
spoke  English."  His  71%  share,  al- 
lowing 28%  tax,  $275  million. 


Vote/in  ^'I'uwfon-  zlJaAicaowilx, 

Stock  market.  Lawrence,  N.Y.  59. 
Married;  4  daughters,  1  in  business. 
Uses  J.  Morton  Davis  professional- 
ly. Father  sold  kosher  food,  vac- 
uums door-to-door.  Morty  studied 
at  Brooklyn  College  at  night  7 
years;  later  Harvard  M.B.A.  Partner 
old-line  wirehouse  D.H.  Blair  1961, 
sole  owner  1973.  Set  sights  on 
small  companies,  new  issues.  High- 
pressure  salesmen  move  trendy 
stocks  in  health  care,  biotech 
fields:  "I  want  to  find  a  cure  for 
cancer  or  an  aphrodisiac  that  keeps 
you  aroused  until  you're  120." 
Waives  fees,  takes  stock  in  best 
deals.  Ownership  D.H.  Blair,  large 
securities  portfolio  worth  over 
$275  million.  "Sure  the  market's 
irrational,  but  in  irrationality  there 
is  opportunity." 
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Circus  Circus.  Partners.  Bennett: 
63,  Las  Vegas.  Pennington:  65, 
Reno.  Both  married  with  2  chil- 
dren. Bennett  worked  for  Del  Webb 
Corp.,  Pennington  ran  electric  gam- 
ing business.  Teamed  up  1971  as 
Western  Equities  Co.,  slot  machine 
distributor.  Bought  near-bankrupt 
Circus  Circus  1974;  turned  profit 
two  months  later.  Bennett:  "I 
didn't  think  it  would  work."  Caters 
to  middle-class  families:  inexpen- 
sive rooms,  meals;  live  circus  acts. 
Now  operates  six  Nevada  casinos, 
working  on  seventh;  considered 
most  successful  co.  in  gambling 
business.  Pennington  retired  as 
pres.  July,  sold  half  his  stock  hold- 
ings. Chairman  Bennett:  "I  don't 
know  what  I'd  do  if  I  retired.  This  is 
fun."  Pennington  cashing  in  at 
some  $240  million,  Bennett  at  least 
$270  million. 


wdmand \JVeuttcvn  S$n&i>n 

Broadcasting.  North  Miami.  52.  Di- 
vorced, 3  children.  Father  was  Mas- 
sachusetts shoe  manufacturer  who 
bought  Florida  real  estate  1940,  Mi- 
ami tv  station  WSVN-TV  (NBC  af- 
filiate) 1962  with  son  for  $3.4  mil- 
lion. After  father's  death  1971,  Ed- 
mund took  over;  strong  emphasis 
on  news,  public  affairs.  Jolted  out  of 
publicity-shy  lifestyle  by  NBC's 
purchase  of  local  CBS  station,  at- 
tempt to  cancel  affiliation  1987. 
Antitrust  suit  against  NBC,  CBS 
under  way.  Will  go  independent 
when  NBC  contract  expires  in  Jan- 
uary. Oldest  son  runs  real  estate. 
His  Sunbeam  TV  Corp.,  real  estate 
estimated  at  $265  million. 
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Inheritance.  Sisters.  Grandchildren 
of  John  Dorrance  Sr.,  chemist  who 
hit  on  idea  for  condensed  soup  in 
cans.  Left  then  third-largest  estate 
in  U.S.  1930:  Campbell  Soup  stock, 
investments  worth  $129  million. 
One-third  to  John  Jr.  (which  see), 
one-sixth  to  each  of  4  daughters, 
now  deceased;  their  children  inher- 
ited. Dorrance  (Dodo):  Strafford,  Pa. 
60.  Married,  3  children.  Campbell 
director,  runs  gift  shop  near  home. 
Hope  (Happy):  Middletown,  R.I.  54. 
Married,  3  children.  Sisters  still 
have  13%  of  Campbell,  other  in- 
vestments worth  some  $500  mil- 
lion. Cousins,  Strawbridge  and  Col- 
ket  families,  together  control  9% 
of  Campbell  worth  another  $300 
million. 
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Brother,  sister,  sister-in-law.  Chil- 
dren of  A.  Felix  du  Pont,  distant 
cousin  Pierre,  sided  with  him  in 
family  split  1915  (see  other  du 
Ponts,  family),  rewarded  with  stake 
in  family  holding  company  Chris- 
tiana Securities.  A.  Felix  Jr.:  Wil- 
mington, Del.  82.  Divorced,  remar- 
ried; 3  children  by  first  wife,  1  by 
second.  Son,  Michael,  charged,  sen- 
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The  most  information-intense  region  of  America 


is  pulled  together  by  Ameritech. 


One  region  of  the  country  is  home 

to  the  top  three  automakers. The  top  two  retailers.  Over  6,000  financial  institutions. 

The  nation's  busiest  airport.  And  15  million  voice  and  data  lines. 

One  region  has  more  newspapers,  more  computer  sites  and  more  Fortune  500  companies. 

One  region  is  more  information-intense  than  any  other.  And  one  company  pulls  it  all  together. 

Ameritech. The  Ameritech  family  includes  the  Bell  companies  of  the  Midwest,  and  information  businesses 

providing  cellular  mobile  phone  service,  lease  financing,  computer  software  and  telephone  directory  publishing. 


JsmESiiTECH 


Illinois  Bell     Indiana  Bell     Michigan  Bell    Ohio  Bell    Wisconsin  Bell 

Ameritech  Applied  Technologies    Ameritech  Communications    Ameritech  Credit    Ameritech  Development 

Ameritech  Mobile  Communications    Ameritech  Publishing    Ameritech  Services 
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For  Daewoo,  innovation  isn't  just  a 


matter  of  staying  in  fashion.  It's  a 


matter  of  staying  in  business.  No  com- 


pany is  more  determined  to  stay  at  the 


THAT'S 
WHO! 


frontier  of  manufacturing  capability 


than  Daewoo.  That's  why  every  year 


Daewoo  invests  so  much  of  its  earn- 


ings in  Research  and  Development. 


And  that's  why,  in  just  over  20  years, 


Daewoo  has  emerged  as  a  key  player 


in  fields  as  diverse  as  heavy  machinery 


and  finance,  automotives  and  trading, 


telecommunications  and  shipbuilding. 


For  more  information  on  how  Daewoo 


can  keep  your  company  at  the  cutting 


edge,  give  us  a  call  at  212-909-8200. 
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tenced  to  358  days  prison,  wife  Peg- 
1 79  days,  for  investment  scam 
through  Du  Pont  Energy  Control: 
Promised  "miracle"  products,  ener- 
gy-saving devices.  Part  of  sentence 
included  restitution  of  funds  to  in- 
vestors from  Michael's  trust  in- 
come— aftertax.  Alice  (Mrs.  James 
Paul  Mills):  Middleburg,  Va.  75. 
Married,  3  children.  Brother,  sister 
have  trusts  believed  worth  about 
$260  million  each.  H.  Allaire: 
Chesapeake  City,  Md.  75.  Wid- 
owed, 2  children.  Husband  Richard 
Chichester  du  Pont  noted  pilot 
killed  in  WWII  glider  crash.  Suc- 
cessful horse  breeder;  among  first 
women  admitted  to  Jockey  Club, 
1983.  With  children,  shares  of  hus- 
band's inheritance  (trusts),  also  be- 
lieved worth  about  $260  million. 


Entrepreneur.  Atlanta.  70.  Married, 
2  sons  (1  deceased).  Poor  tobacco 
farm  boy,  operated  his  own  ham 
radio  at  14.  Joined  Merchant  Ma- 
rine 17.  Bought  Augusta  radio  sta- 
tion 1940;  started  tv  station  1953. 
Georgia  legislature  1957-62.  Con- 
tinual acquisitions  during  con- 
glomerating binge  mid-1960s. 
Aborted  attempt  1981  to  take  Fu- 
qua  Industries  private  (within  two 
years,  FI  pared  down  to  third  of 
1979's  $2  billion  sales).  Acquired 
Georgia  Federal  Bank  (assets,  $3.2 
billion)  1986:  "I'm  just  a  paper  shuf- 
fler; some  call  that  a  strategist." 
Son  Rex,  40,  made  $52  million  on 
sale  of  affiliated  Augusta  cable  sys- 
tems 1985.  With  family,  worth 
some  $260  million. 


Textiles.  Portland,  Ore.  76.  Mar- 
ried, 1  son.  Raised  penniless;  moth- 
er made  his  clothes  from  sugar 
sacks.  Rose  to  ceo  of  Georgia-Pacif- 
ic. On  day  of  mandatory  retirement 
1976  bought  tiny  Ross  Island  Sand 
&  Gravel — base  for  today's  $430 
million  (sales)  R.B.  Pamplin  Co. 
with  19  textile  mills:  "It's  not  that 
we  were  interested  in  textiles,  but 
they  were  more  undervalued  than 
anything  else."  Son  Robert  Jr.  au- 
thor 7  books,  working  on  8th,  8 
degrees  (Ph.D.s:  theology,  busi- 
ness); preaches  cross-country,  re- 
cent speech  at  Pentagon  on  ethics. 


With  son,  estimated  worth  over 
$260  million.  "It's  just  a  lot  of  fun, 
and  the  good  Lord  has  been  very 
rewarding  to  us." 


Construction,  real  estate.  Easton, 
Md.  60.  Married,  3  children.  Va.- 
bom,  couldn't  afford  Cornell  tu- 
ition; studied  engineering  U.  of  Md. 
Field  engineer  for  Hyman  Con- 
struction 1950  (revenues  then  $3.5 
million),  ceo  1969.  Spun  off  non- 
union Omni  Construction  1977. 
Both  now  part  of  Clark  Construc- 
tion Group,  3rd-largest  U.S.  build- 
er, revenues  $870  million.  "The 
King  of  Concrete"  big  D.C.  builder: 
L'Enfant  Plaza,  Natl.  Museum  of 
Natural  History,  Four  Seasons  Ho- 
tel, many  projects  with  Oliver  Carr 
(which  see).  Rises  5  a.m.  every  day, 


Among  graduates  of  colleges 

and  universities  on  The 

Forbes  Four  Hundred,  the 

average  estimated  net 

worths  were: 
Princeton:  $763  million 

N.T.U.:  $756  million 

Stanford:  $714  million 

Columbia:  $629  million 

Tale:  $618  million 

MIT:  $584  million 

Harvard:  $484  million 

Teshiva:  $375  million 


exercises  2  hours,  takes  helicopter 
to  work.  With  Clark  Enterprises, 
stocks,  real  estate,  net  worth 
should  exceed  $260  million. 


vmav/ed-  ~(d.  cOu/t 

Grocery  stores.  San  Antonio.  50. 
Single.  Baptist  grandma  Florence 
founded  C.C.  Butt  Grocery,  Kerr- 
ville,  Tex.  1905,  lived  upstairs,  sold 
no  spirits.  Son  Howard  renamed 
chain  H.E.  Butt  Grocery  1935. 
Charles  bagged  groceries  age  8; 
Wharton  1959.  Elbowed  past  broth- 
er Howard  Jr.  "If  I'm  going  to  stay, 
I'm  going  to  be  in  charge."  Texas- 
based  chain  now  $2.3  billion  sales; 
nation's  largest  privately  held  su- 
permarket chain.  "The  challenge  is 
to  get  the  price  of  Tide  down."  Set- 
tled predatory  pricing  suits  esti- 
mated $2.75  million  1985;  wrong- 
ful-termination suit  by  Mexican- 
American  employees,  estimated  $8 
million  1987.  Charles:  "It  is  clear 
this  situation  was  mishand- 
led. ...  I  regret  this  very  much." 
Co.  worth  over  $260  million. 
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Brothers.  McCaw  Cellular  Com- 
munications, Inc.  Seattle.  Father 
John  Elroy  McCaw  radio-and-TV 
pioneer  in  Northwest.  Bought  radio 
station  in  Centralia,  Wash.  1937; 
later  expanded  with  novel  rock  'n' 
roll  station  WINS  New  York  (now 
all  news)  and  KYA  San  Francisco. 
Also  tv  stations,  cable:  headed  ear- 
ly syndicate  to  wire  NYC.  Sudden 
death  1969  left  widow,  teenage 
sons,  enormous  debt;  stations  sold. 
Craig:  39.  Married,  no  children.  Ac- 
tive in  co.  while  at  Stanford  late 
1960s.  Steered  family  into  cellular 
telephones,  pagers  1970s.  McCaw 
now  largest  U.S.  cellular  telephone 
co.  ( 127  franchises  covering  popula- 
tion of  47  million).  Sold  cable  inter- 
ests to  Jack  Kent  Cooke  (which  see) 
for  $755  million  1987.  Chairman 
Craig,  regarded  as  brilliant  by  in- 
dustry, controls  family's  40% 
share;  Affiliated  Publications  owns 
47%,  shareholders  13%.  Brothers 
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£  1988  Riken  America,  Inc. 


Only  one  tire 
can  make  this  statement. 


Before  you  buy  another  set  of  tires, 
consider  this:  Riken's  new  Classic  STX-70 
Radialsareso  long-wearing, 
they  are  backed  by  the 
strongest  wa rra  nty  from  a ny 
tire  manufacturer. 

Equipped  with  two  full- 
width  steel  tread  belts, 
protected  by  two  nylon  tread 
cap  plies,  Riken  Classic 
<-7o 'STX-70  Radials  feature  an 
all-season  tread  design  engineered  for 
superior  traction  and  handling.  Available 

*  Pro-rata  adjustment  coverage  beyond  free  replacement  wear  levels. 


for  all  types  of  passenger  cars,  import 
ordomestic.'H'speed  rated  and  320- 
300/A/A-UTQG  rated. 

In  short,  Riken  Classic  STX-70 
Radials  have  it  all:  state-of-the-art  design 
and  construction  to  deliver  maximum 
radial  tire  driving  performance. 

If  you're  ready  for 
the  strongest  warranty 
any  tire  manufacturer 
offers,  you're  ready  for 
Riken.  So  visit  a  Riken 
dealer  today.  are  you  ready  for  riken. 


For  more  information  or  the  dealer  nearest  you,  call  toll-free  1-800-635-7500. 


jAe  Kjrcyme^  yjrotw  cyuumdwed 


all  vice  presidents:  John,  37  (mar- 
ried, 3  children),  in  charge  of  acqui- 
sitions. Neither  Bruce,  42  (single), 
nor  Keith,  35  (married,  no  chil- 
dren), have  day-to-day  role  in  busi- 
ness. All  publicity  shy.  Snaps 
Bruce:  "We  are  not  public  figures, 
and  we  don't  intend  to  be."  Share 
stock  worth  $1.04  billion. 


Wi/kcvm  zD .  <zrlowM£x 

Brothers.  Inheritance.  Children  of 
Samuel  Horvitz,  immigrant's  son 
who  sold  newspapers  on  street  cor- 
ner before  founding  a  road  con- 
struction company  in  1916.  Also 
built  small  Ohio-based  newspaper 
chain.  Won  title  to  huge  part  of 
Hollywood,  Fla.  from  bankrupt  cli- 
ent 1929.  Adversarial  siblings  took 
over  businesses  on  father's  death 
1956.  Harry:  Cleveland,  68.  Mar- 
ried, 3  children.  Ran  newspapers. 
Leonard:  Cleveland,  65.  Divorced, 
remarried;  2  children.  Supervised 
construction  business,  although 
originally  stripped  of  estate  trustee- 
ship for  kicking  drunk  dad  off  his 
property  (later  reinstated  by 
courts).  William:  Hollywood,  Fla. 
62.  Divorced,  remarried;  2  children. 
Built  up  real  estate.  Mother's  death 
in  1977  sparked  family  feud.  After 
years  of  name-calling,  fistfights  and 
lawsuits,  court  ordered  property 
liquidation.  Waiting  didn't  hurt 
market  value:  Papers  sold  to  Inger- 
soll  Publications  $418  million,  ca- 
ble $222  million,  both  1987.  Real 
estate  sold  1988;  each  brother 
should  be  left  with  $260  million. 
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Brothers  and  sister.  Inheritance. 
Great-grandchildren  Gideon  Searle, 
who  bought  Indiana  drugstore  after 
Civil  War,  founded  one  of  nation's 
first  drugstore  chains.  Began  mak- 
ing drugs  as  G.D.  Searle  1888. 
Grandson  John  responsible  for  re- 
markable profitability  1936-66:  in- 
troduced Dramamine;  first  oral 
contraceptive;     etc.    Son    Daniel: 


Winnetka,  111.  62.  Married;  2  sons,  1 
daughter,  ceo  1966-77.  Unfortu- 
nate record  of  acquisitions,  image 
tarnished  by  FDA  probe.  Smart 
move:  brought  in  former  Defense 
Secretary  Donald  Rumsfeld  to  pick 
up  pieces.  Rumsfeld  and  discovery 
of  aspartame  saved  company.  Sold 
out  to  Monsanto  1985.  Son  Wil- 
liam: Lake  Forest,  111.  60.  Married,  3 
children.  Former  vice  chairman. 
Daughter  Suzanne:  Lake  Forest.  57. 
Married,  3  children.  With  brothers, 
now  active  in  investment  of  funds 
(substantial  amount  in  venture  cap- 
ital) as  Earl  Kinship  Capital  Corp. 
Daniel:  "We  follow  prudent  rules 
any  investor  would,  but  individual- 
ly and  collectively  we  are  willing  to 
take  higher  risks  because  of  sources 
available."  Proceeds  of  sale,  other 
assets  worth  over  $750  million. 


(taaene  yJmi/h  'd?  u/liam 

Publishing.  Indianapolis.  74.  Mar- 
ried; 3  children,  1  son  in  business. 
Father  Eugene  C.  Pulliam,  reporter, 
purchased  Atchison  (Kansas)  Champi- 
on 1912.  Bought,  sold  string  of  pa- 
pers. Central  Newspapers  now  7 
dailies  (including  Arizona  Republic, 
Indianapolis  Star).  Recruited  Barry 
Goldwater  to  politics:  "I've  never 
been  interested  in  the  money  we 
make,  but  in  the  influence  we 
have."  Son  Gene  worked  as  report- 
er after  WWII  (Navy),  publisher  on 
father's  death  1975.  Nephew  is  vice 
presidential  candidate  Dan  Quayle. 
Pulliam  descendents  control  70% 
of  company  (estimated  value  $1  bil- 
lion). Gene's  immediate  interest 
(including  some  held  in  trust) 
worth  $250  million. 
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Real  estate.  NYC,  Washington, 
D.C.  51.  Single.  Born  Montreal,  son 
of  tobacco,  candy  wholesaler; 
Wharton  M.B.A.,  two  law  degrees 
(including  Harvard):  "I  was  in  the 
fog  of  youth  for  a  long  time."  Joined 
Cabot,  Cabot  &  Forbes  1962;  left 
with  $5  million  1970  to  form  Bos- 
ton Properties  with  Ed  Linde.  Built 
midline  warehouse,  office  space 
1970s  Boston,  D.C;  now  controls 
over  10  million  sq.  ft.;  also  NYC 
projects.  Became  Mort  the  publish- 


er 1980:  bought  Atlantic;  added  US. 
News  &  World  Report,  real  estate 
1984  for  $163  million.  "When  I 
take  a  shower  in  the  morning,  I'm 
thinking  of  US.  News."  Softball  nut. 
Net  worth:  $250  million.  Mort: 
"My  tendency  is  to  go  for  it." 


\  of  man 
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Sequa  Corp.  Scarsdale,  N.Y.  74. 
Married,  4  children.  Grew  up  South 
Bronx,  son  of  spats  manufacturer. 
Columbia  law  degree,  never  prac- 
ticed; entered  family  business  (it 
had  switched  to  leggings).  Got  into 
film  distribution,  sold  at  profit; 
bought  printing  pigments  firm, 
merged  into  Sun  Chemical  (major 
producer  printing  inks)  1957,  be- 
came ceo,  kept  buying  Sun  stock. 
Snagged  some  20  small  companies, 
but  missed  big  ones  until  success- 
ful Chromalloy  takeover.  Sun  re- 
named Sequa  Corp.  1987.  Also 
owns  Ampacet  (smallish  plastic 
resins  company,  Mount  Vernon, 
N.Y.).  His  67%  Sequa,  after  recapi- 
talization, plus  Ampacet,  etc., 
worth  at  least  $250  million. 


J  a  /itf-/  l/ra/ve6  K/ttuacnt 

Inheritance,  broadcasting.  Boston. 
49.  Divorced,  remarried;  3  children. 
Father  Stephen  (d.  1982)  owned  Star 
Market  supermarket  chain,  sold 
out  to  Jewel  Tea  Co.  1964.  David, 
onetime  firechaser/photographer, 
had  grand  passion:  tv  watching.  Li- 
cense for  local  CBS  affiliate  WNEV- 
TV  came  up  for  grabs;  fought  13 
years  to  take  away  from  RKO  Gen- 
eral. Finally  bought  for  $22  million 
in  1982  on  $1.7  million  equity. 
Made  more  profitable  with  shows 
like  Wfjeel  of  Fortune,  although  still 
Boston's  third-rated  station.  Rift 
with  highbrow  partners;  bought  out 
dissidents  1986.  His  65%  now 
worth  $135  million.  With  real  es- 
tate, other  interests,  worth  over 
$250  million. 


_/  a >/tef  Yamei  d/ema 

Lawter  International,  art.  Chicago, 
Washington,  D.C.  77.  Twice  mar- 
ried, son  by  first  wife.  Son  of  Italian 
immigrant  lithographer.  Switched 
to  engineering  after  losing  college 
dance  audition  to  Gene  Kelly:  "All  I 
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had  to  do  was  see  him  take  the  first 
three  steps."  Invented  printing  pro- 
cess that  shortened  press  run  from 
25  days  to  24  hours.  At  28  borrowed 
$2,500,  set  up  Lawter  (specialty 
chemicals).  "The  key  to  everything 
I've  done  is  having  good  advisers 
and  listening  to  them."  Opened 
Chicago's  Terra  Museum  of  Ameri- 
can Art  1987  to  house  $100  million 
collection.  Raised  $21  million  for 
Reagan  1980;  ambassador-at-large 
for  cultural  affairs  1981.  Estimated 
worth  over  $250  million. 


zsOvuce  V)ovo  z/ottioa/a 

Ethyl  Corp.  Richmond,  Va.  Sons  of 
Floyd  Gottwald  Sr.  (d.  1982),  who 
joined  Ethyl  predecessor  Albemarle 
Paper  Manufacturing  1918  as  office 
clerk;  became  president  1941. 
Bought  out  Ethyl  Corp.  1962;  sold 
Albemarle  unit  1968  for  $55  mil- 
lion, made  gasoline  antiknock 
compound  TEL,  outlawed  by  feder- 
al lead-content  laws;  last  U.S.  plant 
closed  1985.  Ethyl  Corp.  acquired, 
expanded  way  into  plastic,  alumi- 
num products,  bromine-based 
chemicals,  insurance,  etc.  (1987 
revenues,  $2.6  billion).  Sons  also 
broadening  pharmaceutical  busi- 
ness, leading  U.S.  producer  pain- 
reliever  ibuprofen  (Nuprin).  Floyd 
Jr.:  66.  Married,  3  sons.  Chairman 
1968,  ceo  1970.  Private,  "publicity 
shy."  Bruce:  55.  Married,  3  sons. 
President  since  1969.  "They  treat 
the  company  like  it's  their  own, 
and  it  is."  Their  18%  Ethyl  Corp. 
worth  about  $500  million. 


'ponm,  S$vviuaaa 


Partners.  Real  estate.  Palo  Alto. 
John:  50.  Married;  1  son,  1  daugh- 
ter. Son  of  spud  farmer;  scored  Stan- 
ford hoop  scholarship,  later  sold  S. 
Calif,  real  estate.  Richard:  49.  Mar- 
ried; 3  sons,  1  daughter.  Devout 
Mormon,  sister  Nancy  wed  Richard 
E.  Marriott  (which  see).  After  Stan- 
ford B-school,  ran  SF  properties  for 
father;  bought  California  fruit 
farms  betting  on  Silicon  Valley  re- 
search boom.  Partners  teamed  up 
1967:  now  secretive  lords  of  Silicon 
Valley  R&D  space,  control  at  least 


5  million  sq.  ft.  commercial  space 
(millions  more  sold  off).  John  the 
builder-dealster,  Dick  shuffles 
money,  paper;  colleague:  "Tough- 
est businessmen  I've  ever  dealt 
with."  Pair  live  two  blocks  apart; 
John  fanatic  gardener,  Dick  avid 
outdoorsman.  Together,  Dick  and 
John  worth  at  least  $500  million. 


Coca-Cola  bottler,  broadcasting. 
Ormond  Beach,  Fla.  63.  Married;  5 
sons,  1  daughter.  Grandfather 
Chapman  Jay  Root  founded  Root 
Glass  Co.,  Terre  Haute,  Ind.  1901; 
introduced  Coke  bottle  1915— "the 
most  perfectly  designed  package  in 
the  entire  world."  Formed  Associ- 
ated Coca-Cola  Bottling  Plants  Inc. 
1939.  Root  Co.'s  interest:  58%. 
Chapman  Jay  died  1945.  Son  Wil- 
liam died  1932  plane  crash;  grand- 
son Chapman  president  1950  at  age 
25.  Cashed  out  bottling  operation 
1982  for  $417  million  (his  share 
$240  million.)  Root  Communica- 
tions owns  4  radio  stations,  1  tv 
station,  posh  Daytona  Hilton.  Pro- 
ceeds from  sale,  other  assets  esti- 
mated at  least  $250  million. 


*JC&wne£n,  cftawy.  (Jte&M 

Digital  Equipment  Corp.  Lincoln, 
Mass.  62.  Married;  1  daughter,  2 
sons.  MIT  grad;  work  as  student 
liaison  to  IBM  steered  him  toward 
computer  business.  Founded  DEC, 
1957,  with  $70,000,  in  old  woolen 
mill.  "Technobumpkin"  claims  he 
learned  management  skills  as  Sun- 
day school  superintendent;  led  rev- 
olution in  inexpensive,  rugged 
minicomputers.  Now  third-largest 
U.S.  manufacturer  data-processing 
equipment.  Specialty:  networking 
systems.  Staunch  neo-puritan;  at- 
tends prayer  breakfasts  Tuesdays 
with  other  Boston  elite.  Canoes, 
owns  small  plane.  His  shares  DEC 
worth  $250  million. 


%_AtcMKinvi  <yliawna>r<i \Jcmwo0i 

Ice  cream,  pizza.  Sioux  Falls,  S.D. 
59.  Divorced,  remarried;  4  children. 
German  Paul  Schwan  immigrated 
to  Minn.  1921;  built  Schwan's 
Dairy  plant  1948.  Son  Marvin  pack- 
aged popsicles  at  14;  took  over  busi- 


FORBES  400/OCTOBER  24,  1988 


ness  end  age  23  ("Dad  was  a  plant 
man"),  launched  rural  ice  cream 
home  delivery  service.  Private 
Schwan's  Sales  Enterprise  now 
$600  million  (sales)  "traveling  7- 
Eleven";  1,000-rig  fleet,  48  states: 
dairy  products,  frozen  pizza,  juices, 
Mex.  food,  etc.  Bought  small  Kans. 
pizza  plant  1970;  now  estimated 
$200  million  pizza  volume  (Tony's, 
Red  Baron).  Marvin  cloaked  in  se- 
crecy but  has  built  up  company  be- 
lieved worth  over  $250  million. 
Spokesman:  "We're  adopting  a 
Mars-like  policy."  (See  Forrest  Mars.) 


Real  estate.  Newport  Beach,  Calif. 
51.  Married,  3  children.  Raised  in 
Pasadena,  decided  early  great 
wealth  was  his  goal.  Chose  real  es- 
tate: "If  you  work  hard  it's  one  of 
the  frontiers  that  are  left."  Contrac- 
tor's license  after  college  1962;  first 
subdivision  1963.  First  apts.  1968, 
now  owns  5,000  units.  Also,  com- 
mercial space,  homes,  raw  land. 
Bought  AirCal  1981  with  William 
Lyon  (which  see),  turned  around, 
sold  to  American  for  modest  profit 
1986.  Paid  $13  million  for  base- 
ball's Seattle  Mariners  1981;  since 
then,  worst  record  in  the  majors. 
Early  motto,  "Patience  is  for  los- 
ers," somewhat  adjusted:  "Our  eye 
is  to  the  long  run."  Net  worth  esti- 
mated at  $250  million. 


J.B.  Hunt  Transport  Services,  Inc. 
Lowell,  Ark.  61.  Married,  2  chil- 
dren. Son  of  Arkansas  sharecropper, 
quit  school  after  seventh  grade  to 
help  support  family;  worked  in  un- 
cle's sawmill  factory;  joined  infan- 
try WWII.  Attended  auctioneering 
school;  started  livestock  auction 
house,  but  failed;  unloaded  trucks 
at  dock  to  pay  off  debt.  Hit  big  time 
1 962  with  use  of  rice  hulls  for  poul- 
try litter  (ground  cover  for  fowl);  got 
into  trucking  1 969  as  sideline;  busi- 
ness took  off  with  deregulation. 
Sold  chicken  litter  biz  1983;  took 
J.B.  Hunt  Transport  public  same 
year.  Trucking  biz  now  3,000  trac- 
tors, 6,000  trailers,  $286  million 
revenues.  His  46%  stock  worth  at 
least  $250  million.  J.B.:  "You  can  be 
a  splash  for  a  few  minutes;  you 
can't  splash  all  day  long." 
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Mother,  2  sons.  Marriott  Corp. 
Heirs  of  J.  Willard  Marriott  Sr.,  born 
in  Marriott,  Utah;  Sold  woolen  un- 
derwear to  pay  for  college.  With 
wife  Alice,  started  root  beer  stand 


in  D.C.  1927.  Opened  first  drive-in 
east  of  Mississippi,  built  chain.  Re- 
jected pioneer  tag:  "A  pioneer  is  a 
guy  with  an  arrow  in  his  back  and 
his  face  in  the  mud."  Opened  first 
hotel  1957;  rapid  expansion/diver- 
sification (Sun  Line  cruise  ships, 
Big  Boy  and  Roy  Rogers  restau- 
rants, airport  gift  shops).  Bought 
Host  Intl.  1982,  Howard  Johnson 
Co.  1985;  successors  acquired  Saga 
Corp.  (food  service)  1986.  "Bill"  Sr. 
died  1985.  Alice:  Washington,  D.C. 
81.  Widow  J.  Willard  Sr.  Still  vp, 
active  Republican,  backs  arthritis 
research;  co.  test-marketing  Allie's 
restaurants  in  her  honor.  J.  Willard 
(Bill)  Jr.:  Chevy  Chase,  Md.  56.  Mar- 
ried, 4  children.  Started  cooking 
french  fries  at  co.  restaurant,  ceo 
since  1972,  chairman  1985.  "We 
are  a  by-the-book  company.  It's  the 
only  possible  way  you  can  run  a 
company  this  size."  Richard:  Poto- 
mac, Md.  49.  Married,  4  daughters. 
Vice  chairman,  handles  gov't  rela- 
tions, oversees  family  broadcast  in- 
terests (11  radio  stations  sold  1987 
for  est.  $  1 50  million).  Family's  23% 
Marriott  Corp.,  etc.  worth  at  least 
$735  million. 


Banking.  Atlanta.  65.  Married,  2 
daughters.  College  dropout,  sold 
used  cars,-  built  chain  of  auto  loan 
companies.  "Mack"  bankrolled 
Yves  St.  Laurent  I960;  sold  80% 
stake  1966  for  $1  million.  Bought  or 
opened  some  22  banks.  Largest, 
First  National  Bank  of  Atlanta, 
merged  with  First  Wachovia  1985. 
Self-styled  miniconglomerator: 
lumber  mills,  billboards,  pest  con- 
trol, insurance.  "I'm  a  little  opera- 
tor into  a  lot  of  little  things."  Grad- 
ually selling  out  after  heart  attack 
1986;  putting  money  into  horse 
farm,  Thoroughbreds.  Wants 
daughters  to  succeed  him:  "I'd  like 
them  to  go  into  banking  or  insur- 
ance and  stay  away  from  places  like 
lumber  mills."  Net  worth  exceeds 
$240  million. 


Oil,  land.  Roswell,  N.M.  71.  Mar- 
ried, 7  children.  With  $50,000  loan 
from  father  1941  bought  rundown 
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N.M.  refinery;  big  strike  1957.  Prof- 
its bought  over  1  million  acres 
ranchland;  still  has  some  350,000 
acres.  Sold  Hondo  Oil  &  Gas  to 
Atlantic  Refining  Co.  1963  for  $32 
million;  became  Arco  ceo  1965, 
pushed  for  Alaskan  pipeline  1970s. 
"Retired"  1986  to  deja  vu:  bought 
oil  land  from  Arco  for  $180  million; 
formed  new  Hondo  Oil  &  Gas  age 
69.  "I'm  not  given  to  a  rocking 
chair."  Merged  with  Pauley  Petro- 
leum 1987  for  38%  stock,  ceo  post. 
Wears  bowtie,  Stetson  hat  whether 
in  NY.  or  N.M.  Worth  over  $240 
million  in  both  places,  too. 


Money  management.  Houston.  59. 
Married,  2  children.  Egyptian-born 
son  of  wealthy  landowner;  Harvard 
M.B.A.  Joined  Anderson  Clayton  fi- 
nance dept.  1951.  Launched  Fayez 
Sarofim  &  Co.  1958  with  father's 
$100,000,  now  manages  $13  billion 
assets.  Naturalized  1961;  married 
into  prominent  Texas  family.  Made 
name  spotting  oil  bargains:  owlish, 
ever    bullish;    75%    portfolio    in 


stocks.  "There's  still  a  lot  of  people 
making  a  lot  of  money  out  there." 
Early  investor  in  Teledyne  with 
George  Kozmetsky,  Henry  Single- 
ton (both  of  which  see).  His  72%  of 
firm,  large  personal  portfolio  worth 
some  $240  million.  "The  value  of  a 
stock  isn't  necessarily  the  number 
in  the  newspaper." 


Teledyne.  Austin,  Tex.  71.  Married, 
2  children.  Taught  business,  tech- 
nology at  Harvard,  Carnegie-Mel- 
lon. With  backing  from  venture  cap- 
italist Arthur  Rock  [see  dropouts), 
cofounded  Teledyne  with  Henry 
Singleton  1960.  Left  1966  to  return 
to  academia;  retains  board  seat. 
Dean,  U.  of  Tex.  Grad.  School  of 
Business,  to  1982;  still  on  Board  of 
Regents.  Helped  establish  UT's  In- 
stitute for  Constructive  Capitalism 
1977;  directs  and  funds,  with  wife, 
RGK  Foundation.  Director,  inves- 
tor, MCO  Holdings  with  Houston 
takeover  artist  Charles  Hurwitz. 
Teledyne  stock,  other  investments 
worth  at  least  $240  million. 


<ypcaa;  zs  a/&vi/cu 


Computers.  Beverly  Hills.  64. 
Thrice  divorced,  remarried;  4  chil- 
dren. Chicago-born  son  of  Polish 
immigrant.  Study  of  classical  logic 
led  to  fascination  with  computer 
logic.  Designed  systems  for  Bendix 
computers  for  $100  a  week.  Formed 
Scientific  Data  Systems  1961, 
backed  by  venture  capitalist  Arthur 
Rock;  sold  to  Xerox  1969;  pocketed 
$100  million.  Backed  movies  (Mar- 
joe),  magazines  (WET,  "the  maga- 
zine of  gourmet  bathing  and 
beyond'V,  venture  capital.  Chair- 
man ailing  $101  million  Daisy  Sys- 
tems ($23.7  million  deficit  1987, 
but  $77  million  cash  backup). 
Bond,  stock  portfolio,  etc.,  should 
put  worth  over  $240  million. 


csiou&rt  z/J<pnala    ran*  JXcvmAew, 

Bonds,  real  estate.  West  Chicago. 
49.  Married,  3  children.  Dynamic 
bond  salesman:  "They  called  me 
'the  charger.'  "  One  of  first  to  offer 
insured  tax-exempt  unit  trusts.  Van 


;  ith  no  pre-set  spending  limit  to  hold  you 
j  ick* .  Accepted  worldwide,  it's  the 
I  large  card  that  lets  you  charge  ahead 
'st.  And  superior  customer  service  is 
laranteed  around  the  world,  around  the 
ack.  No  wonder  the  American  Express 
ird  is  rated  the  best  Card  by  frequent 
isiness  travelers  for  business  travel  and 
Ltertainment. 

And  wherevef  you  choose  to  fly, 
■aniff 's  Get-It-Ail  Frequent  Flyer 


Program  sets  the  pace  for  faster  rewards. 
With  1,000  bonus  miles  free  just  for 
enrolling.  And  up  to  4,000  bonus  miles 
free  for  flying  just  once  within  60  days  of 
enrollment.  Plus,  you  get  consistendy 
low  fares  on  Braniff  to  begin  with. 

What  better  returns  can  you  get  for 
your  travel  dollar? 

If  you  don't  have  the  American 
Express  Card,  apply  for  membership 
today.  And  join  Braniff s  Get-It-All 


Frequent  Flyer  Program.  You'll  get  two 
cards  with  one  great  advantage. 
"Ah,  dividends.  Fast." 

For  reservations  call  your  Travel  Agent  or 
call  toll-free  1-800-BRANIFF. 


Braniff.  Believe  It! 


'chases  are  approved  based  on  your  ability  to  pay  as  demonstrated  by  your  past  spending,  payment  patterns  and  personal  resources 


C  Braniff  1988 


*j/ie  ^r<ywe&  ^ouv  <Jva?uwe<i 


Kampen  Merritt  industry's  3rd  larg- 
est (sponsor  of  $9  billion  in  trusts) 
when  sold  to  Xerox,  1984,  for  $185 
million,  invested  in  real  estate  as 
inflation,  tax  hedge  for  bond  hold- 
ings. Cofounded  VMS  Realty  1981: 
aggressive  syndicator  tax  shelters, 
portfolio  now  over  $6  billion.  Van 
Kampen's  40-acre  estate  stocked 
with  elk,  deer,  other  wildlife.  De- 
vout Christian,  credits  God:  "My 
beliefs  play  a  part  in  everything  we 
do."  With  family,  trusts,  net  worth 
estimated  $240  million. 


Brother  and  sister.  Inheritance.  Sur- 
viving children  of  Margaretta  L.  du 
Pont,  sister  of  Pierre  S.  (see  various 
du  Ponts,  family)  Their  father,  Ruly 
Carpenter  Sr.,  included  in  forma- 
tion Christiana  Securities.  Robert 
(Bobby):  Montchanin,  Del.  73.  Mar- 
ried, 3  children.  Director  Chris- 
tiana until  sale  to  Du  Pont  1977. 
Owned  baseball  Phillies,  sold  1981 
by  son  Robert  Ruhph  III  for  $30 
million.  "I'm  going  to  write  a  book, 
How  to  Make  a  Small  Fortune  in  liase- 
ball  First  you  start  with  a  large  for- 
tune. ..."  Irene  (Mrs.  James  A. 
Draper  III):  Montchanin,  Del.  77. 
Twice  divorced,  remarried;  5  daugh- 
ters by  first  marriage.  Though  fam- 
ily claims  amount  much  less,  broth- 
er, sister  share  with  heirs  of  brother 
William  (d.  1987)  fortune  estimated 
at  $720  million;  Robert,  Irene,  with 
immediate  families,  believed  worth 
$240  million  each. 
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Atari  Corp.  Zephyr  Cove,  Nev.  and 
Saratoga,  Calif.  60.  Married;  3  sons, 
all  in  business.  Polish-born  Kauf- 
mann    Idek    Tramielski    survived 
Auschwitz;  to  U.S.  1947;  stints  as 
NY  cook,  cabbie;  founded  Commo- 
dore International   Ltd.  computer 
manufacturer  in  typewriter  repair 
I9S8.  Company  unscathed  in 
major    Canadian    financial 
uel  ousted  in    1984 
walked  out  with 
light  ailing  comput- 
n  from  Warner; 
inomy  copies  of 
Apr-  blic  1986.  Ac- 

quire, uler  1987,  su- 


ing: financial  statements  alleged 
fraudulent.  His  51%  Atari,  other 
assets,  worth  over  $240  million. 


Inheritance.  Beverly  Hills.  Late  70s, 
early  80s.  Divorced,  no  children. 
Daughter  of  Burton  E.  Green  (d. 
1965),  promoter,  Beverly  Hills 
founder,  developer.  Bought  un- 
wanted oil-bearing  ground,  co- 
founded  Belridge  Oil  1911;  presi- 
dent 1925-65.  Bought  by  Shell  Oil 
in  1979  for  $3.6  billion  (see  Whittier 
family).  Three  daughters  shared 
stake  worth  $700  million;  Sisters: 
Liliore  (d.  1985);  Burton  (d.  1986). 
Horse  lover  Dolly  forbidden  by  her 
father  to  race;  in  1980  dropped  $2.2 
million  on  5  yearlings  at  her  first 
auction:  "I  feel  like  I'm  going  to 
faint."  Not  to  worry:  Net  worth 
from  Belridge  sale  estimated  at 
$240  million. 


.yn/firA-    '/<< ft/4   .'/{i/<i,i 

Insurance.  Chicago.  51.  Married,  3 
sons.  Son  of  Milwaukee  Ford  deal- 
er, salesman  for  5  years  with  Penn 
Mutual.  Started  Ryan  Insurance 
Group  on  inspiration:  sell  auto  in- 
surance through  car  dealers  for  a 
percentage.  Assets  exceeded  $560 
million  in  1982,  group  merged  with 
W.  Clement  Stone's  Combined 
Intl.  Pat  became  ceo,  traded  55% 
his  firm  for  11.1%  Combined. 
Made  acquisitions,  renovated  com- 
pany, renamed  Aon  Corp.  (Gaelic 
for  "unity")  1987.  New  products, 
costs  in  group  medical  area  re- 
strained earnings  1987.  "He's  very 
bright,  works  very  hard  and  has  in- 
tegrity with  a  capital  'I.'  "  Stock 
worth  about  $240  million. 
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Knight-Ridder,  Inc.  Bal  Harbour, 
Fla.  79.  Widowed,  remarried;  4 
daughters.  Set  type  for  father's  Ak- 
ron Beacon  Journal  at  12;  inherited 
2  debt-ridden  dailies  with  older 
brother  John  (d.  1981)  1933.  Took 
public  1969,  merged  with  Ridder 
family  papers  1974.  Knight-Ridder 
now  owns  8  tv  stations,  Miami  Her- 
ald, Philadelphia  hujuinr  San  lose 
Mercury  News.  Acquired  Dialog  In- 
formation   Services    Inc.,    world's 


largest  electronic  retrieval  co., 
1988.  Two  daughters  trustees  of 
Knight  Foundation,  among  largest 
foundations.  Joint  operating  agree- 
ment between  K-R's  Detroit  Free 
Press,  rival  Detroit  News  now  pend- 
ing approval.  Knight-Ridder  stake 
worth  $240  million. 


Investments,  takeovers.  Minneapo- 
lis. 47.  Married,  5  children.  Son  of 
Russian  immigrant  grain  bag  mak- 
er, joined  family  business  after  3 
days  of  college.  At  18  "Irv  the  Li- 
quidator" sold  closeout  goods  from 
warehouse;  bought  ailing  brewery 
1975,  liquidated  for  $4  million 
gain.  Began  assembling  Minstar 
conglomerate  (boatmaking,  energy 
services,  sporting  goods)  1978;  raid- 
ing vehicle,  exacted  hefty  green- 
mail  from  Kaiser  Steel,  Disney, 
Avco,  etc.  Less  success  as  manager; 
saw  Minstar  earnings  sink  from 
$30  million  high  to  $2  million  loss 
since  AMF  acquistion  1985,  recent- 
ly taken  private  for  $400  million. 
Now  planning  $2  billion  LBO  fund. 
Net  worth  estimated  $240  million. 


(   ///»■/'  xJujMO*  Vars  y? . 

Real  estate.  Washington,  D.C.  63. 
Married,  6  children.  Bom  blind  in 
one  eye;  4th  generation  local  real 
estate  family.  After  WWII  built 
homes  in  Virginia,  moved  down- 
town 1962.  Built  in  neighborhoods 
hit  by  1968  riots:  "The  people  who 
deserted  the  city  were  nuts."  Built 
over  8  million  square  feet  of  prime 
offices:  "I  did  it  one  at  a  time.  I 
would  build  a  building,  it  would  fill 
up.  The  market  was  telling  me 
something."  Some  preservationists 
fought  demolition  of  historic 
Rhodes  Tavern  1984,  but  Carr  won 
points  with  Willard  Intercontinen- 
tal Hotel  restoration.  "The  Tiffany 
of  local  developers"  wants  to  bring 
baseball  back  to  D.C.  Fortune  esti- 
mated at  least  $240  million. 


_/<7  />/</  f />//<// 


Music.  Malibu,  Calif.  45.  Single. 
Born  Brooklyn;  faked  college  degree 
to  work  in  William  Morris  mail- 
room.  Managed  folk  acts;  founded 
Asylum    Records    1970.    Sold    to 
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Warner  1972  for  "biggest  number  I 
could  think  of":  $7  million. 
"Warner  made  it  back  on  the  next 
Eagles  record."  Warner  Brothers 
vice  chrmn.  until  1976  cancer 
scare.  Started  Geffen  Records  1980; 
didn't  sell.  Was  home  for  aged  pop 
stars,  now  home  to  "head  banging" 
platinum-sellers;  movies  (Risky 
Business,  Beetlejuice);  Broadway 
shows  (M.  Butterfly,  Cats).  Now  can 
think  of  bigger  number:  Record  co., 
art,  investments  worth  estimated 
$240  million.  "There's  no  glamour 
here,  I'm  a  businessman." 


~(oa&aiU \s4vcux^4€Marti 

Inheritance.  Brothers  and  sister. 
Grandchildren  of  John  MacMillan 
Sr.,  president  of  Cargill  first  third  of 
this  century.  Whitney:  Minneapo- 
lis. 59.  Married,  2  children.  Gradu- 
ated Yale  1951,  joined  firm  as  vege- 
table oil  merchant.  Chairman  1977. 
Led  grain-trading  company  into 
value-added  products,  meatpack- 
ing; expanded  steel,  flour  milling 
businesses.  Cochairman  of  Inst,  for 
East-West  Security  Studies.  Mem- 
ber of  team  that  wrote  1987  ISS 
report  re:  America's  best  response 
to  Soviet  glasnost.  Sponsored  hu- 
morist Garrison  Keillor's  radio 
show  over  13  years.  Cargill:  Minne- 
apolis. 61.  Married,  4  children.  Se- 
nior vp  Cargill  1973,  retired  August 
1988.  Has  served  on  Committee  of 
Minneapolis  Society  of  Fine  Arts; 
buys  occasional  works.  Pauline:  54. 
Married.  Not  active  in  company. 
Share  25%  Cargill  stock,  worth  at 
least  $690  million. 
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Inheritance.  Brothers,  sister.  Chil- 
dren of  John  MacMillan  Jr.,  who 
was  in  charge  of  family  grain-trad- 
ing company  Cargill,  Inc.  from 
1936  until  his  death  in  1960.  John 
Sr.  became  president  on  death  of 
father-in-law  William  W.  Cargill 
1909,  after  successful  struggle  with 
William's  son.  Duncan:  Wayzata, 


To  date,  at  least  11  mem- 
bers or  former  members 
of  The  Forbes  Four  Hun- 
dred, or  their  principal 
businesses,  have  filed 
under  Chapter  11  of  the 
Federal  Bankruptcy  Act. 

Minn.  58.  Married,  4  children.  Car- 
gill director,  vice  chairman  of  Way- 
crosse,  Inc.,  family's  private  invest- 
ment firm.  Bought  National  City 
Bank  of  Ridgedale  ($56  million  as- 
sets). Hugh:  Hillsboro  Beach,  Fla. 
60.  At  least  3  marriages  (1  ex-wife 
was  family  baby-sitter);  9  children. 
Mamie  (Mrs.  Pictet):  Geneva,  Swit- 
zerland. 55.  Divorced,  remarried;  2 
children.  Spends  most  of  her  time 
outside  U.S.  Share  their  branch's 
25%  of  Cargill,  worth  at  least  $690 
million.  (See  Cargill 'MacMillan  fam- 
ily, also  other  Cargills,  MacMillans, 
Keinath.) 


Trucking,  real  estate.  NYC.  63. 
Separated;  2  children,  1  stepson. 
One  of  10  kids  of  Italian  immigrant 
grocer;  at  age  7  delivered  goods, 
mopped  floors.  Later  Fuller  Brush 
man,  Western  Union  messenger. 
With  4  brothers,  2  Army  surplus 
rigs  started  predecessor  to  APA 
Transport  1947;  bought  out  broth- 
ers. APA  now  estimated  $125  mil- 
lion sales,  industry  profit  leader. 


Bought  367  N.J.  waterfront  acres 
1981  for  $7.7  million;  planning  $6 
billion  Port  Imperial  "city":  "I  have 
an  idea  of  perfecting  a  piece  of  the 
world."  Quizzed  1987  by  grand  jury 
investigating  Ollie  North;  cruises 
Hudson  River  in  141-ft.  yacht  Impe- 
rator.  Arthur  worth  at  least  $230 
million.  "I  demand  respect — be- 
cause I  earned  it." 


Inheritance.  Pittsburgh.  73.  Mar- 
ried, 4  children.  Father  Paul  Sr., 
newspaper  ad  salesman,  bought 
Newark  Star-Eagle  1915,  built 
chain;  forced  to  sell  most  of  it  dur- 
ing Depression.  Sons,  both  Yale 
grads,  took  over  on  father's  death 
1941.  Paul  Jr.  (d.  1987)  was  research 
chemist,  teacher  while  running  To- 
ledo Blade  (circ.  156,000).  William 
started  at  Blade,  after  Army  WWII 
took  helm  of  Pittsburgh  Post-Gazette 
1946,  supervised  editorial  policy. 
Now  runs  Blade  Communications 
(est.  sales,  $210  million):  3  dailies,  4 
small  tv  stations,  cable  (130,000 
subscribers);  jointly  owned  by  two 
families.  William's  half  now  worth 
$230  million.  "I'm  sure  the  IRS  will 
appreciate  it." 


Timber.  Roseburg,  Ore.  80.  Di- 
vorced, remarried;  2  children.  As  a 
boy  cut  cordwood  with  father,  $2  a 
load.  Bought  secondhand  machin- 
ery, opened  own  mill  1936.  Collect- 
ed sheriff's  sale  timberland  at  $2  an 
acre  in  Depression.  Got  rich  cut- 
ting on  federal  land,  building  up 
private  timber  stock.  "I  had  to  eat,  I 
had  a  family."  Took  a  big  hit  with 
govt,  contracts  in  early  1980s  tim- 
ber recession.  Roseburg  Lumber 
Co.  still  over  $600  million  sales, 
760,000  acres  in  Ore.  and  Calif. 
Paid  over  $200  million  to  James 
Goldsmith  for  235,000  acres  Calif. 
1987.  His  75%  of  co.,  held  with 
children,  worth  est.  $230  million. 
"Ask  yourself  if  you  thought  you 
would  be  where  you  are  today." 


Inheritance.  NYC.  72.  Married,  3 
children.  Only  child  of  William 
McKnight,  South  Dakota  farm  boy 
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lirmesota  Mining  &.  Manu- 
ring 1907  as  bookkeeper;  rose 
eaa  company  1916;  stressed  di- 
versification as  co.'s  safety  net.  3M 
now  $9.4  billion  (1987  sales)  global 
corp.  McKnight  died  1978;  Virginia 
inherited  $500  million,  $340  mil- 
lion for  foundation  she  is  now  hon- 
orary chairman  of.  Husband  James, 
72,  headed  Honeywell,  Inc.;  now 
retired,  runs  family's  5  Broadway 
theaters,  Fla.  horse  farm.  Virginia 
active  in  charity.  "We're  trying  to 
solve  something  in  this  world." 
With  3M  stock,  other  assets,  worth 
$230  million. 


^A/cna/yd  14  eileu  ^Jnyder 

SnyderGeneral  Corp.  Dallas.  50. 
Married,  3  children.  Singer  Co. 
exec;  made  use  of  management  ex- 
perience, market  conditions,  to 
achieve  employee's  dream:  buy  out 
boss  and  make  it  your  own.  Cli- 
mate control  unit  purchased  for 
$27.5  million  (all  but  $300,000  fi- 
nanced) 1982;  independently  ap- 
praised after  deal  at  $83  million. 
Paid  off  debt;  started  acquisition 
campaign  in  U.S.,  more  recently 
overseas;  sales  now  estimated  at 
$570  million.  Labor  spat  spurred  by 
publicity.  Snyder:  "I've  learned  a 
great  lesson:  Keep  a  low  profile." 
Booming  sales  plus  increased  mar- 
gins in  SG's  central  air-condition- 
ing  business  suggest  company 
worth  at  least  $230  million. 
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Real  estate.  Seattle.  51.  Married,  3 
children.  Born  Germany;  family 
fled  Nazis  1939.  Worked  in  father's 
children's  clothing  store;  Univ.  of 
Wash.  Had  own  K  mart  store  age 
30.  Started  building  shopping  cen- 
ters 1962;  later  exclusively  mid-  to 
high-rise  office  buildings,  often 
without  preleasing.  Opened  Seat- 
tle's Columbia  Center  1985;  at 
1,000  ft.,  tallest  building  west  of 
Chicago  (has  been  spotted  logging 
up  its  76  flights).  Hit  market  at 
perfect  time:  "I  think  I  can  sav  it 
was  an  accident."  With  6.5  .illion 
sq.  ft.,  owns  third  of  all  Seattle  of- 
fice space.  Critics  say  he  ruined  the 
skyline:  "People  arc  jealous  of  any- 
one willing  to  put  his  g  rhe 
line."  Selig,  guts  and  all  \.  -th 
estimated  $230  million. 


Real  estate.  Palm  Beach.  62.  Mar- 
ried; 2  children,  3  from  previous 
marriage.  Army  Air  Corps  WWII, 
college  on  GI  Bill.  First  business, 
general  contracting,  nearly  bank- 
rupt. Then  hit  on  shopping  centers; 
built  first  mall  1965.  To  date,  15 
million  sq.  ft.  Sold  3  malls  to  Equi- 
table for  $250  million  1986.  Lives 
in  custom-built  "Mayan-inspired" 
mansion,  plus  homes  NYC,  Long 
Island,  Colo.  "We've  all  made  so 
much  money  in  this  business." 
Building  office  towers  W.  Palm 
Beach,  smaller  strip  centers: 
"They're  easy."  Lehigh  U.  naming 
new  football  stadium  after  him:  "I 
didn't  play  football,  I  feel  uncom- 
fortable with  that."  Quite  comfort- 
able with  net  worth  estimated  $230 
million. 


Banking,  real  estate.  Shaker 
Heights,  Ohio.  55.  Married,  2  chil- 
dren. Worked  in  family  candy  shop 
NYC  (lived  upstairs);  Columbia  U., 
Marines.  Made  $75  a  week  selling 
furniture  1957:  "I  was  just  happy  to 
be  making  a  living."  Small  Ohio 
apt.  deals,  grew,  bought  11,000 
units  Md.,  Pa.  1979  with  partner 
Andre  Meyer  (Lazard  Freres)  for 
$180  million.  Director  small  Cleve- 
land bank  mid-1970s,  others  fol- 
lowed. "I  became  a  student  of  the 
banking  business."  Hostile  take- 
over Equitable  Bancorp.  1982;  cut 
deal  with  AmenTrust  for  $32  mil- 
lion profit  1987.  Invested  $75  mil- 
lion, made  chairman  Progressive 
Corp.  Worth  at  least  $230  million. 
"I'm  not  Joe  Tycoon." 
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Broadcasting,  baseball.  Los  Ange- 
les. 81.  Widowed,  remarried;  child- 
less. Born  Tioga,  Tex.,  raised  Okla. 
ranch;  learned  cowboy's  three  R's 
(ndin',  ropin',  ranchin'l  before  he 
could  read.  Guitar-strummer  dis- 
covered by  Will  Rogers  ("Boy,  you 
pick  good")  at  Chelsea,  Okla.  rail- 
road depot;  later  "Oklahoma's  Yo- 
dehng  Cowboy."  Storied  actor 
(Tumblin'  Tumbleweeds),  singer 
I'Back  in  the  Saddle  Again"). 
Bought    LA's   KMPC   radio    1952, 


others  (7  radio/TV  stations  sold 
1982-83);  his  Golden  West  Broad- 
casters now  4  radio  stations,  Calif. 
Angels  (baseball).  Net  worth:  $230 
million.  "To  tell  you  the  truth,  I 
even  think  there's  room  for  a  sing- 
in'  cowboy  today." 


Inheritance.  Midland,  Tex.  63.  Mar- 
ried, 4  children.  German  shoemak- 
er Ferdinand,  3  sons  immigrated  to 
New  York  early  1800s;  son  John 
took  train,  $2,000  to  Midland  1880, 
bought  400  sheep.  Other  Schar- 
bauers  followed;  acquired  ranch- 
land;  Scharbauer  Cattle  Co.  found- 
ed 1901.  Land  in  oil-rich  Permian 
Basin;  hit  big  in  1935;  nephew  Clar- 
ence Sr.,  "Mr.  Midland,"  inherited, 
d.  1942.  Now  vast  Texas,  N.M. 
acreage:  estimated  10  ranches, 
300,000  acres  (including  part  Gold- 
smith oilfield).  Bought  1987  Derby, 
Preakness  winner  Alysheba  for 
$500,000  in  1985.  Jr.:  "We're  horse 
people."  Worth  at  least  $225  mil- 
lion. Clarence  III  on  being  included 
in  the  400:  "Doggone  it,  we're  just 
not  real  fired  up  about  this  deal." 
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Siblings.  inheritance.  Grandchil- 
dren of  financier,  empire-builder 
Andrew  Mellon  (d.  1937),  children 
of  Paul  (which  see).  Tim:  Manches- 
ter, N.H.  area.  46.  Divorced,  remar- 
ried; 1  stepdaughter.  Started  com- 
puter programming  firm  1969. 
Founded,  with  partner,  company  to 
pressure-treat  railroad  ties  1977. 
Acquired  Guilford  Transportation 
for  $50  million:  4,700-mile  track 
composed  of  old  New  England  rail- 
roads. Added  1,000  miles  unwanted 
Norfolk  &.  Southern  track  after  un- 
successful bid  for  Conrail;  anti- 
union policies  creating  ire  on  all 
fronts:  labor,  politicians,  allegedly 
federal  inspectors;  also  Chapter  11 
for  one  subsidiary  (Delaware  & 
Hudson  Ry.|.  Catherine:  Washing- 
ton, D.C.  52.  Twice  divorced  (uses 
mother's  maiden  name);  3  children 
by  first  husband  John  Warner  (later 
senator).  Divorce  settlement:  He 
got  $9  million,  houses.  Catherine 
antiwar  activist,  environmentalist. 
Each  received  $100  million  trust 
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from  grandfather;  father  Paul  says 
they  have  enough,  will  get  no  more 
from  him.  No  problem:  Conserva- 
tively invested,  each  should  be 
worth  $225  million. 


New  York  Times.  NYC.  Grandfa- 
ther Adolph  S.  Ochs  (1858-1935), 
Tennessee  newsman,  bought  Times 
1896  for  $75,000;  made  it  "newspa- 
per of  record."  Arthur  Ochs  (Punch) 
Sulzberger:  62.  Divorced,  remar- 
ried; 2  children  by  each  marriage. 
B.A.  Columbia  1951.  Joined  Times 
as  cub  reporter  same  year.  Several 
posts  in  foreign  bureaus;  publisher 
1963,  chairman  1973.  "I  was  never 
the  world's  most  terrific  reporter.  I 
had  a  greater  interest  in  solving  the 
business  problems."  Fought  decline 
from  increasing  labor  costs,  reader 
flight  to  suburbs  1950s-60s.  Re- 
vamped newspaper,  expanded  cov- 
erage, included  profitable  special 
sections  to  attract  elite  readers  de- 
sired by  advertisers.  Acquisitions: 
35  newspapers,  12  magazines  (Fam- 
ily Circle,  Golf  Digest),  5  tv,  2  radio 
stations,  cable  tv  system.  "The  big 
driving  engine  of  our  company  still 
remains  the  newspaper  itself,"  88% 
of  revenues.  Mother,  Iphigene:  96, 
widowed,  witty,  irreverent,  direc- 
tor emeritus  from  1973.  Ochs  trust 
controls  New  York  Times  Co. 
stock  worth  over  $450  million. 


Investments.  Fort  Worth.  44.  Mar- 
ried, 3  children.  Born  middle-class 
Fort  Worth;  son  of  part-Lebanese, 
part-Cherokee  wholesaler.  Mowed 
lawns,  delivered  papers;  liked 
math,  fast  cars.  Hired  from  Gold- 
man, Sachs  by  Stanford  schoolmate 
Sid  Bass  (which  see)  to  diversify  fam- 
ily oil  fortune.  Dealmaker  extraor- 
dinaire: high-profile  investments 
(Texaco,  Disney)  ballooned  Bass 
net  worth  from  $100  million  to  at 
least  $4  billion.  Philosophy:  invest 
through  partnerships,  let  executive 
run  own  show.  "They  know  more 
about  their  businesses  than  I'll  ever 
know."  Left  1986  for  own  deals, 
including  Ensco,  Wolverine  Explo- 
ration. Net  worth  estimated  $225 
million. 


Continental  Cablevision,  Inc.  Bos- 
ton. 51.  Married,  1  daughter.  Stock- 
broker's son  raised  in  Short  Hills, 
N.J.  Harvard  M.B.A.,  stint  in  utility 
finance;  "Bud"  started  cable  co. 
with  frat  brother  H.  Irving  Grous- 
beck  1963.  Each  put  up  $4,000  (as 
did  Bud's  father).  Acquired  some 
franchises,  built  some  from 
scratch.  Bought  McClatchy  (see 
family)  cable  co.  1986.  Now  third 
largest  in  U.S.  (2.1  million  sub- 
scribers). Considered  going  public, 
chose  Dow  Jones  Inc.  investment 
instead,  now  17%.  Grousbeck  left 
for  teaching  1981,  his  10%  appreci- 
ating rapidly:  "When  you  put  a  boat 
in  a  fast  current,  it's  going  to  go 
downstream."  Bud's  28%  of  stream 
worth  over  $225  million. 


Hotels.  Kahala  Beach,  Hawaii.  49. 
Divorced,  remarried;  7  children. 
Graduated  Cornell  hotel  manage- 


The  total  estimated  net 
worth  of  The  Forbes  Four 
Hundred  is  $220.4  billion. 

In  comparison: 

Value  of  all  the  tea  in  China 

produced  1986-87: 

$1.8  billion. 

GNP  of  China,  1987: 

$294  billion. 


ment  school  1962;  went  to  Hawaii. 
Built  first  hotel,  Hawaiian  Regent, 
1971;  developed  $75  million  Hyatt 
Regency  Waikiki  1976,  $68  million 
Hyatt  Maui  1980.  Sold  both  1984 
to  VMS  Realty  for  $320  million. 
Builds  De  Mille  fantasies — water- 
falls, gondolas,  botanic  gardens, 
Greek  sculpture:  "I  don't  think  Ju- 
lius Caesar  walked  around  a  much 
nicer  place."  Financed  $360  mil- 
lion Hyatt  Waikoloa  with  largest 
real  estate  loan  in  Hawaii's  history. 
Designed  Carter  Presidential  Li- 
brary. At  recent  Hawaii  hotel  val- 
ues, his  equity  stakes,  cash  worth 
$225  million. 


MCA,  Inc.  Palm  Springs  and  Bever- 
ly Hills.  75.  Married,  1  daughter. 
Sold  candy  in  Cleveland  movie  the- 
ater; spotted  by  MCA  founder,  Jules 
Stein.  Band  booker  at  23,  MCA 
pres.,  33.  Agent  for  Hollywood  stars 
and  also  actor  Ronald  Reagan.  Ac- 
quired Universal  Studios  1962;  had 
to  drop  talent  agency  business  after 
govt  antitrust  suit.  MCA  now  di- 
versified: entertainment  co.,  tv, 
films,  records,  book  publishing, 
theaters.  Wasserman's  surgery 
spurred  takeover  speculation  1987; 
suitors  sought  MCA's  extensive 
real  estate,  film/TV  library  (worth 
more  than  $2  billion).  Studio  tour 
in  Fla.  soon.  Drop  in  rerun  program 
sales  (Miami  Vice)  1988.  His  7% 
stock,  etc.  worth  $225  million. 


Real  estate.  Houston.  63.  Divorced, 
remarried;  2  children  by  first  mar- 
riage, 2  by  second.  Building  sys- 
tems engineer  1950s  with  real  es- 
tate sideline:  started  with  $16,000 
conversion  of  frame  house  into  of- 
fices; went  full-time  1957.  Landed 
bid  for  50-story  Shell  Oil  office  tow- 
er Houston  1966.  Built  famed  Gal- 
leria;  went  nationwide  1970.  Now 
owns  buildings  from  Albuquerque 
to  Boston.  On  the  drawing  board:  1- 
million-sq.-ft.  office  tower  over 
34th  Street  Post  Office  in  New 
York;  9-million-sq.-ft.  commercial 
office  space  on  66  acres  of  Philadel- 
phia railyard.  Likes  top  architects, 
prime  locations.  Despite  continued 
lag  in  Texas,  believed  worth  at  least 
$225  million. 
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ipproaches  its 

birthday, 

.os  Angeles  has 

fe  evolved  from  a 
J  small  Spanish 
i  town  to  one  of  the 
world's  most  important 
economic  centers. 

For  many  years,  Los 
Angeles  built  its  local 
economy  on  agriculture, 
tourism  and  the  enter- 
tainment industry.  To- 
day, the  regional  econo- 
my is  vast  and  diverse 
supporting  industries 
such  as  aerospace,  ag- 
riculture, apparel,  de- 
fense, electronics,  fi- 
nance, information  and 
communication  sys- 
tems, insurance,  petro- 
leum refining,  real  estate  and  many 
others.  Moreover,  the  city's  strate- 
gic location  has  made  it  the  center 
of  the  Pacific  Rim  and  elevated  its 
role  in  international  trade.  In  short, 
L.A.'s  diversity  has  made  its  econo- 
my virtually  recession-proof. 

"What  is  happening  is  that  Cali- 
fornia, and  L.A.  in  particular,  is  the 
beneficiary  of  a  fundamental  shift  in 
economic  power  in  the  world,"  says 
Jim  Miscoll,  executive  vice  presi- 
dent of  Bank  of  America  in  South- 
ern California.  Miscoll,  who  is  also 
chairman  of  the  L.A.  2000  Commit- 
tee, a  blue-ribbon  panel  created  by 
Mayor  Tom  Bradley,  notes  that 
Mediterranean  cities  dominated 
economic  life  in  the  Middle  Ages, 
but  then  Venice  and  others  gave 
way  to  economic  centers  bordering 
the  Atlantic.  Now,  economic  power 
is  shifting  again,  this  time  to  the 
Pacific  Rim,  bordered  by  nations  in 
which  43%  of  the  world's  people 
live. 

"Los  Angeles  is  a  primary  ben- 
eficiary of  this  fundamental  shift  in 
historical  economic  power,"  Mis- 
coll says.  "It's  becoming  the  new 
crossroads  city  of  the  world."  L.A. 
is  an  increasingly  important  eco- 
nomic powerhouse  in  no  small 
measure  because  it  has  become  a 
gateway  between  East  and  West, 


channeling  flows  of  goods  and  ser- 
vices, capital  and  people,  ideas 
and  styles. 

In  fact,  if  the  Los  Angeles  area 
was  a  nation,  its  GNP  would  rank 
11th  in  the  world.  Mayor  Bradley 
has  indicated  his  desire  to  make 
L.A.  "a  world-class  city,"  and  by 
every  measure  it  is  well  on  its  way  in 
record  time. 

In  an  article  published  in  The 
Atlantic  earlier  this  year,  entitled, 
"Los  Angeles  Comes  of  Age,"  au- 
thors Charles  Lockwood  and  Chris- 


Downtown  Los  Angeles  is  the  West  Coast 
center  of  finance,  industry  and  commerce 

topher  B.  Leinberger  note,  "Within 
the  past  decade,  Greater  Los  An- 
geles has  undergone  economic, 
social,  political,  and  cultural  up- 


heavals deeper  anc 
broader  than  those  exj 
perienced  by  any  othej 
large  American  city  durl 
ing  the  same  period.! 
Los  Angeles  has  surj 
passed  Chicago  as  "th« 
second  city"  and  trails^ 
only  New  York  in  popu| 
lation  and  economic 
muscle. 

Los  Angeles'  growtlj 
is  driven  not  only  by  it{ 
location,  but  also  by  del 
mographics,  says  Nichl 
olas  Castner,  vice  presil 
dent  of  Coldwell  Bankel 
Commercial  Real  Estatq 
Services:    "We    expec 
another  five  million  peo| 
pie  in  Southern  Califori 
nia  by  the  end  of  th^ 
century."  That's  why  Tom  Leweck 
public  affairs  director  of  GTE  Cal 
fornia,  says,  "We're  on  the  verge 
major  new  growth."  He  notes  th 
GTE,    which    provides   telephon 
service  to  2.2  million  customers  i 
the  L.A.  area,  added  89,000  phon 
lines  in  1986,  103,000  lines  in  198 
and  1 60,000  in  the  first  half  of  1 98 
The  days  when  Los  Angele 
was  a  small,  provincial  town,  f 
from  the  nation's  economic  cent 
of  gravity,  are  long  gone.  Los  A 
geles  has  become  a  national  tren 
setter    in    entertainment    and 
styles,  in  fashion  and  speech.  It' 
become  a  cradle  for  national  soci 
issues,  from  taxpayers'  revolts  t 
natural  foods,  and  it's  the  nation' 
new  melting  pot. 

All  of  this  is  facilitated  by  L.A.'j 
remarkably  recession-proof  econ 
my,  which  sits  on  a  highly  divers 
fied  base.  "The  economy  here  o 
erates  in  a  narrower  band  of  up) 
and  downs  than  the  rest  of  thf 
economy,"  Miscoll  says.  Manufa 
turing,  services  and  finance  ar| 
each  important.  L.A.  businesse 
have  an  immense  local  market — 1 
million  people  live  within  60  miles  c 
L.A.'s  City  Hall— but  they  also  serv 
national  markets,  and  L.A.  is  a 
increasingly  important  center  for  ir 
temational  business. 
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Required  reading  for  the  400 
richest  people  in  America,  and  anyone  else 

tiying  to  mate  the  list. 


For  the  past  two  years, 
TSA  Capital  Management,  a 
subsidiary  of  Trust  Services  of 
America,  has  been  recognized 
by  The  Wall  Street  Journal  as  a 
leading  money  manager  in  the 
"Money  Managers  Who  Stood 
Out"  annual  feature. 

An  interesting  and  timely 
piece  of  news,  to  be  sure. 

But  the  news  you'll  find  most 
interesting  is  that  a  similar  quan- 
titative investment  strategy  is 


now  the  foundation  of  an  impres- 
sive new  division  of  TSA: 

The  Private  Capital  Group. 

Simply  put,  private  high  net 
worth  investors  can  profit  from 
that  same  zealous  commitment 
to  investment  performance. 
With  our  Private  Capital  Group, 
you'll  work  with  a  team  of  senior 
professionals  whose  reputations 
have  been  built  on  achieving  con- 
sistently high  returns.  Returns 
achieved  as  a  direct  result  of 


steadfast  adherence  to  proven 
investment  disciplines. 

For  details  on  exactly  how 
we  focus  on  total  return,  call  us 
at  1-800-833-8434.  Call  soon. 
Especially  if  your  investment 
goals  include  being  a  participant 
in  next  year's  Forbes  400. 

Instead  of  an  observer. 


TSA 

Private  Capital  Group 

A  CalFed  Company 
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Los  Angeles  is  the  nation's 
most  important  manufacturing  cen- 
ter, measured  in  terms  of  the  value 
of  the  output.  It  is,  for  example,  the 
world's  largest  aerospace  center, 
with  sizable  operations  of  Lock- 
heed, Northrop,  Rockwell  Interna- 
tional, and  TRW.  L.A.'s  economy  is 
so  diverse  that  for  all  their  sprawl- 
ing facilities,  aerospace  provides 
only  about  8%  of  the  region's  em- 
ployment. 

A  wide  variety  of  other  goods 
are  also  produced  in  L.A.  There's 
an  automobile  assembly  plant, 
some  oil  refineries,  and  a  number 
of  garment  factories — L.A.  is  not 
only  a  center  for  designing,  but 
also  producing  apparel. 

"There  are  a  lot  of  things  going 
on  in  the  local  economy  which  are 
quite  significant  but  don't  get  any 
publicity,"  says  Frank  Perna,  presi- 
dent of  Magnetek.  "Magnetek  is  a 
basic  electrical  equipment  manu- 
facturing company,  and  one  of  the 
fastest-growing  companies  in  the 
country,"  adds  Vice  President  Rob- 
ert Murray.  Created  in  a  leveraged 
buyout  four  years  ago,  Magnetek's 
sales  have  increased  fivefold,  to 
about  a  billion  dollars  a  year. 

A  growing  portion  of  the  area's 
manufacturing  has  a  high-tech  ele- 
ment. There  are  more  than  2,600 
high-tech  companies  in  the  L.A. 
area,  giving  LA.  the  greatest  con- 
centration of  high-tech  industries, 
scientists,  engineers  and  skilled 
technicians  in  the  nation.  They  pro- 
duce advanced  military  and  aero- 
space equipment,  electronic  com- 
ponents and  computers. 

Manufacturing  currently  pro- 
vides 22%  of  local  jobs  and  is  ex- 
pected to  grow  in  absolute  size. 
Major  manufacturing  groups  in- 
clude the  food,  apparel,  furniture, 
paper,  publishing,  chemical,  petro- 
leum and  transportation  industries. 

Motion  picture,  television,  mu- 
sic videos  and  record  production 
have  made  Los  Angeles  the  na- 
tion's entertainment  capital.  De- 
spite the  aura  it  lends  L.A.,  motion 
picture  and  television  production 
directly  employs  about  75,000  peo- 
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City  Hall  serves  a  city  of  three  million 
residents  within  a  regional  population  of 
14  million 

pie  in  L.A.  county,  less  than  1 .5%  of 
the  region's  total  employment.  Add 
in  all  the  actors  "at  liberty"  and 
earning  their  living  elsewhere,  plus 
all  of  the  carpenters  and  hair  dress- 
ers who  sometimes  work  on  movies 
or  television  shows,  and  entertain- 
ment is  still  only  6%  of  the  region's 
employment. 

To  be  sure,  the  streets  of  L.A. 
are  full  of  crews  shooting  television 
or  motion  picture  scenes.  More  im- 


portantly, from  an  economic  poin- 
of  view,  Hollywood  is  not  always 
where  movies  are  made,  but  wher 
deals  are  made.  Simpler  techno 
ogy  and  lower  costs  have  facilitat- 
ed the  production  of  films  and  tele- 
vision shows  elsewhere,  but  L.A.  is 
still  where  the  rainmakers  put  trans- 
actions together,  where  they  pu 
together  the  financing  and  negoti- 
ate the  contracts.  L.A.  is  also  where 
the  sophisticated  post-productior 
skills  exist,  not  only  to  provide  the 
musical  score  and  editing,  but  tc 
create  the  publicity  campaigns,  th< 
foreign  sales  strategies  and  the  an 
ciliary-rights  deals. 

There  may  be  less  glamour,  bi 
more  dollars  are  involved  in  inter 
national  trade — an  increasing!; 
critical  economic  factor  in  L.A.  U.So 
trade  with  the  Pacific  Rim  countrie; 
is  now  one-third  greater  than  U.S 
trade  with  the  Atlantic  Basin  na 
tions,  and  60%  of  the  Pacific  Rin 
trade  flows  through  the  U.S.  via  th< 
Los  Angeles  Customs  District 
which  includes  the  area's  seapor 
and  the  airports.  The  District's  vol 
ume  more  than  tripled  betweei 
1975  and  1987,  reaching  nearl 
$77.6  billion. 

"Business  at  the  Port  is  ou 
standing,"  says  Ira  Distenfielc 
president  of  the  L.A.  Board  of  Hai 
bor  Commissioners.  He  adds 
"Container  and  cargo  business  i 
now  in  its  60th  month  of  conseci 
tive  increases  in  tonnage  comin 


In  1987,  WORLDPORT  LA  moved  over  55  million  metric  revenue  tons  of  cargo  and  yielded 
$127  million  in  gross  revenues 


>r  the  growth  of  your  business,  the 
osperity  of  your  business,  there 
no  more  powerful  tool  than  the 
lecommunications  network. 
And  at  GTE,  there  is  nothing  vague 
>out  the  power  we  put  into  your  hands 


when  we  design  that  network  for  you. 

For  one  of  the  nation's  leading 
retailers,  we  are  now  implementing 
one  of  the  largest  satellite-based 
private  data  and  video  networks  in  the 
world.  A  network  like  no  other 


because  it  was  created  to  power  the 
success  strategies  of  that  company  alone. 

The  power  of  a  personalized  tele- 
communications network.  We've  given 
it  to  others.  We  can  give  it  to  you. 

Because  at  GTE.  the  power  is  on. 


THE  POWER  OF  A  NETWORK  DESIGNED 
FOR  YOUR  BUSINESS  ALONE. 


|0S  ANGELES 


through  the  port."  Goods  that  once 
may  have  moved  through  the  Pana- 
ma Canal  now  pass  through  L.A., 
where  strong  rail  and  highway  con- 
nections are  linked  to  a  port  that 
now  handles  half  the  West  Coast's 
shipping  activity.  "Transportation 
costs  and  political  structures  have 
caused  important  shifts  in  transpor- 
tation activity  that  have  benefited 
the  port,"  says  Ezunial  Burts,  exec- 
utive director  of  the  Port  of  Los  An- 
geles. 

Meanwhile,  Donald  Miller,  dep- 
uty director  of  the  L.A.  Department 
of  Airports,  says  both  air  cargo  and 
passenger  volume  are  growing, 
and  Los  Angeles  International  Air- 
port, always  called  LAX  by  the  co- 
gnoscenti, now  ranks  third  in  the 
nation  in  the  number  of  internation- 
al passengers  it  handles.  "We're 
the  gateway  to  the  entire  Pacific 
Rim,"  Miller  says. 


LAX,  largest  of  the  region's  five  commercial 
airports,  accommodated  over  44  9  million 
passengers  and  transported  over  one  million 
tons  of  cargo  last  yeac. 

Foreign  trade  is  responsible  for 
one  in  ten  jobs  in  the  L.A.  area. 
Furthermore,  many  foreign  compa- 
nies who  first  export  to  L.A.  later 
establish  local  manufacturing  facili- 
ties. Eight  of  the  nine  Japanese  car 
companies  have  established  U.S. 


headquarters  in  the  L.A.  area,  as 
has  Hyundai  of  South  Korea.  Some 
1500  Japanese  companies  are 
represented  in  the  L.A.  area,  and 
Jerry  Asher,  senior  vice  president 
of  Coldwell  Banker  Commercial 
Real  Estate  Services,  adds,  "There 
are  many  companies  who  are  no 
here  yet  but  who  are  looking  fo 
facilities."  More  and  more  foreigr 
companies  are  producing  or  as 
sembling  goods  for  the  U.S.  marke 
in  Southern  California. 

In  addition  to  industrial  activity 
"The  Japanese  have  been  invest 
ing  heavily  in  real  estate  in  this 
area,"  notes  Asher.  Other  foreigr 
investors  are  deploying  capital 
the  L.A.  area  as  well  as  supporting 
additional  business  development. 

Foreign  trade  and  investmeni 
combined  with  the  area's  own  eco 
nomic  might  are  creating  a  majo 
financial  center  in  Southern  Califor 


WORLDPORT 





BRINGING  AMERICA  TO  THE  WORLI 


At  WORLDPORT  LA, 
we're  making  it  easier  for 
America  to  reach  the  world. 
With  special  attention  to 
efficient  cargo  interchange, 
we're  providing  the  Pacific 
Rim  with  access  to  the 
most  profitable 
markets.  Our 


intermodal  rail/sea  facilit 
mean  that  all  of  the  count 
can  gather  in  L.A.  for  th 
trip  abroad.  And  for  dis 
cretionary  shipments,  we 
offering  the  most  profes- 
sional consulting  services 
available.  That  is  why  mc 
of  America  reaches  the  woi 
via  WORLDPORT  LA 


Port  of  Los  Angeles 
Post  Office  Box  151 
San  Pedro,  CA  90733-0| 
Marketing  Division 
213-519-3840 


TRADE  SUPPORT 


We  Help 

More  California 

Companies  Fulfill 

The  Promise  Of 

The  Pacific. 

The  Pacific  Rim  has  become 
an  area  of  vast  economic  oppor- 
tunity. And  Bank  of  America  has 
played  a  big  part  in  its  growth. 

Not  only  are  we  California's 
leading  business  bank,  but  our 
network  also  extends  to  22  key 
Asia -Pacific  cities.  From  Seoul 
to  Sydney. 

That  means  we  can  deliver 
the  services  you  need  for  smooth 
trading  at  both  ends  of  your 
transaction.  From  trade  finance 
to  foreign  exchange  and  global 
electronic  funds  transfers. 

As  the  largest  letter  of  credit 
processor  on  the  West  Coast,  we're 
familiar  with  the  fine  details  of 
trans-Pacific  trade. 

And,  with  over  40  years  of 
firsthand  experience  in  Asian 
markets,  we  can  help  you  identify 
opportunities  and  expand  your 
Pacific  Rim  business  connections. 

So  if  Pacific  Rim  trade  is 
on  your  horizon,  talk  to  Bank  of 
America.  Contact  your  account 
officer,  or  call  one  of  our  Pacific 
International  Banking  specialists. 

Los  Angeles:  (2D)  228-4688 
San  Francisco:  (4D)  624-2604 


m 


Bank  of  America 
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nia.  In  the  mid-1970s,  L.A.  passed 
San  Francisco  as  the  West  Coast's 
financial  center.  In  1986,  it  passed 
Chicago  in  banking  deposits,  and 
now  it  ranks  second  only  to  New 
York.  Leading  banks  from  across 
the  U.S.  and  around  the  world  have 
been  eager  to  participate  in  the 
L.A.  market.  "If  you  walk  around 
downtown,  you'll  see  banks  from  all 
over  the  world,"  says  Charles  W. 
Woodford,  chairman  and  chief  ex- 
ecutive officer  of  Trust  Services  of 
America,  the  asset  management 
subsidiary  of  CalFed  Inc.  Many  en- 
vision Los  Angeles  as  a  critical 
global  financial  center  linking  East- 
ern and  Western  capital  markets. 

In  1991,  for  the  first  time,  Cali- 
fornia will  allow  banks  headquar- 
tered outside  the  state  to  offer  all 
banking  services  in  the  state,  and 
that  has  set  off  a  major  scramble  as 
financial  institutions  position  them- 
selves for  the  new  era.  In  invest- 
ment banking,  too,  all  the  major 
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players  are  well  represented.  The 
firms  that  provide  legal,  accounting 
and  printing  services  for  the  finan- 
cial world  are  also  expanding. 
"There  isn't  any  kind  of  financial 
expertise  you  can't  find  here," 
Woodford  says. 

The  achievements  of  the  L.A. 
economy  were  not  preordained  by 
any  means.  "Los  Angeles  was 
once  a  desert,"  Miscoll  notes,  but 
at  the  turn  of  the  century,  farsighted 
leaders  developed  sources  of  wa- 
ter. Moreover,  Bank  of  America's 
Miscoll  says,  "They  built  a  port 
where  there  was  no  natural  harbor, 
and  now  it  is  the  largest  in  the  U.S. 
And  it  will  surpass  Rotterdam  and 
become  number  one  in  the  world." 
What  the  city  has  achieved  is  a 
reflection  of  the  strong  drive  of  local 
business  and  political  leaders. 
"The  entrepreneurial  drive  is  very 
high  in  evidence  here,"  Miscoll 
says. 

The    1984   Olympics   demon- 


strated that.  Those  were  the  first 
Olympics  that  were  not  sponsored 
by  a  government  body  but  rather  a 
private  sector  group,  the  Los  Ange- 
les Olympic  Organizing  Commit- 
tee. They  created  an  Olympiad  that 
was  not  only  exciting  and  success- 
ful but  highly  profitable.  The  entre- 
preneurial spirit  is  reflected  in  the 
area's  high  proportion  of  self-em- 
ployed people — more  than  in  any 
other  major  metropolitan  area. 

That  entrepreneurial  spirit  con- 
tinues to  be  renewed  by  immi- 
grants who  seek  a  better  life.  Once 
they  came  from  dustbowls  and  ten- 
ements, now  they  often  come 
across  the  Pacific.  "L.A.  is  proba- 
bly the  most  multi-ethnic  major 
community  in  the  world,"  Miscoll 
says.  Immigrants  from  Mexico, 
Central  America,  Asia  and  other 
countries  provide  the  city  with 
strong  labor  pool  as  well  as  a  color- 
ful mosaic  of  life  styles  and  cul- 
tures.   Furthermore,    the    region's; 


One  of  the  world's 
great  cargo  airports 
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LOS  ANGELES  INTERNATIONAL  AIRPORT 


A  Airports 
j'td  Way  RO.  Boy  92216 
Los  Angeles  CA  90009-2216 
--    f  21 3)  646-5260 


LA 
[S  THE  PLACE  FOR 

BUSINESS 


In  contrast  to  many  other  central  cities  in  major 
ban  areas,  the  City  of  Los  Angeles  continues  to  be  a 
orant  regional  center  of  commercial,  industrial,  finan- 
al,  government  and  cultural  activity.  The  Los  Ange- 
s  region  offers  major  office  centers,  numerous  indus- 
al  corridors,  and  the  nation's  largest  retail 
arket. 

While  many  major  industrial  corporations  and  top 
lancial  and  insurance  firms  are  headquartered  in  Los 
"igeles,  small-  and  medium-sized  businesses  re- 
ain  key  components  of  our  diverse,  robust  economy. 
Dnsequently,  the  City  of  Los  Angeles  has  made 
•ailable  the  following  incentives  for  job-creating  pri- 
te-sector  development  in  the  city: 
CITY  LOAN  DEVELOPMENT  PROGRAM:  Long- 
'm,  low-interest,  fixed-asset  financing  for  small-  and 
sdium-sized  industrial  and  commercial  firms  locat- 
I  within  the  city  for  job  creation  and  retention  through 
;siness  expansion  and  development. 
LA.XPORT:  Comprehensive  export  information, 
mplete  loan  packaging  and  technical  assistance, 
ect  loans  for  working  capital  and  accounts  receiv- 
le  to  businesses  in  the  Los  Angeles  region  as  well  as 
cess  to  the  Export-Import  Bank  of  the  United 


States,  Foreign  Credit  Insurance  Association,  and 
other  government  agencies. 

■  Development  assistance  for  larger  projects 
through  Urban  Development  Action  Grants  and  Eco- 
nomic Development  Administration  assistance. 
Grants  to  the  city  can  be  used  for  low-interest  loans  to 
developers  and/or  for  city  investment  participation  in 
the  project.  Industrial  Revenue  Bond  financing  through 
the  Industrial  Development  Authority  of  the  City  of  Los 
Angeles  can  be  used  for  industrial  and  energy  conser- 
vation projects. 

■  Other  financing  is  available  within  designated  re- 
development areas  of  the 
city,  including  land  write- 
down and  funding  from  tax 
increment  revenues  and 
tax  allocation  bonds. 

For  more  information 
write  to  the  Mayor's  Office, 
City  Economic  Develop- 
ment Office,  City  Hall- 
Room  2008,  Los  Angeles, 
Calif.  90012,  or  call  (213) 

485-6 1  54 .  Mayor  Tom  Bradley 


EMENT9 


F9  ^  W 

|OSflNGELES 


Los  Angeles  is  served  by  one  of  the  most  comprehensive  networks  of  modern  freeways 

in  the  world. 


cultural  diversity  makes  it  an  attrac- 
tive place  for  foreign  companies  to 
do  business. 

The  growth  in  the  size,  sophisti- 
cation and  wealth  of  L.A.'s  popula- 
tion is  reflected  in  the  growing 
strength  of  the  city's  cultural  institu- 
tions. The  Museum  of  Contempo- 
rary Art,  the  Los  Angeles  County 
Art  Museum,  the  Getty  Museum, 
the  Huntington  Library,  Art  Gallery 
and  Botanical  Gardens,  and  the 
Norton  Simon  Museum  have  some 
of  the  world's  greatest  selections  of 
visual  arts.  The  Music  Center,  in 
downtown  LA.,  produces  first-run 
stage  plays  and  concerts.  The  the- 
ater scene  is  increasingly  lively. 
And  top  artists  perform  pop,  rock, 
jazz,  rhythm  and  blues,  country 
and  classical  around  the  town. 

Of  course,  the  sun  does  not 
always  shine  on  L.A.  Donald  Miller 
says,  "Certainly  we  have  problems 
with  regard  to  transportation,  waste 
disposal,  and  air  quality,"  but  he 
adds  they  are  the  focus  of  attention 
by  the  public  and  public  officials. 
There  are  concerns  about  afford- 
able housing  and  excessive  devel- 
opment. 

The  traffic  problems,  for  exam- 

"flect  the  dramatic  growth  in 

The  city  has  four  of  the 

I  eeways  in  the  country, 

as  much  a  symbol  of 

ays  in  New  York  or 

enice.  The  conven- 


tional wisdom  is  that  L.A.  is  highly 
decentralized  and  dispersed  along 
its  freeways  because  it  was  built  to 
accommodate  cars.  In  fact,  it's  just 
the  opposite.  The  metropolitan  area 
was  originally  composed  of  scores 
of  towns  separated  from  one  anoth- 
er by  orange  groves  and  agricultur- 
al fields.  They  were  linked  by  the 
1,100-mile  Red  Car  trolley  network, 
one  of  the  nation's  largest  public 
transportation  systems.  But  the 
Red  Car  gave  way  to  the  freeway 
system,  which  further  linked  togeth- 
er this  highly  decentralized  metro- 
politan area  of  subcenters. 

While  an  automobile  is  impor- 
tant, L.A.  has  the  largest  bus  sys- 
tem in  the  country,  serving  1 .5  mil- 
lion riders  a  day.  Moreover,  a  light 
rail  system  is  being  constructed 
from  Long  Beach  to  downtown 
L.A.,  and  after  a  dozen  years  of 
debate,  construction  began  last 
year  on  Metro  Rail's  first  4.4-mile 
subway  segment.  Planners  hope  it 
will  be  the  initial  link  in  a  $4.5  billion, 
150-mile  rail  network.  Mass  transit 
raises  chicken  and  egg  questions 
in  L.A.:  Mass  transit  depends  on 
concentration,  which  doesn't  yet 
exist,  but  building  mass  transit  may 
encourage  it. 

Meanwhile,  innovative  use  of 
dedicated  freeway  lanes  for  car- 
pools  and  buses,  computerized 
traffic  signals  and  other  measures 
are  being  used  to  manage  traffic. 


Whatever  is  done  is  likely  to  set  ar 
example  for  the  many  other  Sunbell 
cities  that  have  grown  in  the  era  ol| 
the  automobile. 

High  housing  costs  are  anotheil 
problem  of  growth  and  prosperity] 
The  response  for  some  has  been  tc 
move  further  from  the  city's  corel 
and  as  a  result  there  is  develop] 
ment  throughout  the  seven  county 
region,  with  cowboys  now  neigh] 
boring  commuters  in  some  places 
like  Riverside  County. 

There  are  stirrings  of  opposi] 
tion  to  unbridled  growth.  But  Tor 
Smith,  of  Coldwell  Banker  Commerl 
cial  Real  Estate  Services,  says,  "l| 
will  have  a  more  profound  effect  or] 
outlying  areas  than  on  the  city  itl 
self."  Even  the  critics  of  growtff 
mainly  want  to  channel  and  focus  itl 
rather  than  altogether  curb  it.  CiH 
officials  have  responded  by  active! 
ly  directing  development  in  com| 
munities  that  will  benefit. 

"In  my  estimation  L.A.  is  still 
the  very,  very  early  stages  of  som^ 
very  exciting  growth,"  says  Magnt 
tek's  Perna,  and  those  companiej 
which  serve  the  local  market  arj 
preparing  for  it.  At  GTE  Californi 
for  example,  Leweck  says,  "In  th| 
last  eight  years  our  company  hal 
spent  enormous  amounts  of  mone| 
modernizing  our  network."  As  a  re 
suit  of  expenditures  averaginj 
$750  million  a  year  recently,  92% 
GTE's  switching  centers  will  bl 
electronic  by  the  end  of  this  year.f 

Retailing  continues  to  expan| 
as  well,  and  construction  comp? 
nies  are  doing  nicely. 

Like   all    cities    positioned 
important  crossroads,  L.A.  contir 
ues  to  be  a  magnet  for  people  anj 
business.   What  is  unique  aboif 
Los  Angeles  is  that  it  offers 
much  of  what  so  many  people  ar] 
looking  for.  L.A.  has  always  attrac 
ed  people  seeking  a  better  way 
life.  The  climate  is  agreeable  bol 
to  people  and  to  business.  Th 
skilled  labor  force  and  excelle 
physical  plants  combine  togethi 
for  an  exceptional  business  en\ 
ronment.  Simply  stated,  "L.A.  is  tf 
place  for  business. "▼ 
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THE  MOST^UABi 

In  Tows  Real  Es we  Market. 


Knowledge. 

In  fact,  accurate  informa- 
tion about  commercial  real 
estate  is  more  valuable  than 
the  real  estate  itself. 

Coldwell  Banker  provides 
that  knowledge.  And  lever- 
ages it  with  the  vision  and 
experience  of  more  than 
3,500  professionals  in  over 
100  offices. 

You  can  turn  to  Coldwell 
Banker,  confident  that  real 
estate's  most  valuable  asset 
will  be  working  for  you. 

Coldwell  Banker 
Knows 


COLDUieLL 
BANK6R 

COMMERCIAL 


Brokerage  and  Management 

Capital  Management 
Real  Estate  Capital  Markets 
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From  Niagara  to  Napa,  America's 

fastest  growing  electrical  equipment 

company  helps  turn  up  the  power. 


The  name  is  MagneTek,  and 
Niagara  Falls  is  a  prime  example 
of  how  we  are  making  energy 
rder  for  America. 

lv  under, 
re- 
source. Herhydi.  aera- 
tors churn  out  elec 
millions  of  Northe 
And  MagneTek  he' 
the  power. 

Between  them,  MagneTek 
National  Electric  Coil  and 
MagneTek  Ohio  Transformer 
have  serviced  electrical  equip- 

«■  19XX  MagneTek.  Iru 


ment  for  most  of  America's  heavy 
industrial  companies  and  utilities, 
including  the  generating  station  at 
Niagara  Falls.  After  MagneTek 
service,  the  equipment  typically 
operates  better  than  new. 

And  service  is  only  part  of 
the  story.  Electrical  products 
manufactured  by  MagneTek  are 
u  work  in  most  industrial  plants 
d  commercial  buildings,  as 
11  as  an  estimated  nine  out  of 
American  homes. 
agneTek  is  a  brand-new 
Fortune  500  company  that  helps 


put  electricity  to  work  for  you 
practically  every  time  you  flip ;  j 
switch.  A  little  like  Niagara,  it':j 
both  a  wonder  —  and  a  resoun. 


M 


MagneTek 


1  or  more  inlormauon,  in 
eluding  a  copj  °l  our  new 
Capabilities  Brochure, 
write  Magnelek,  Iik  . 
Mill  Sama  Monica 
Blvd.,  Los  Angeles. 
(   \  90025  Or  call 
800-541-9997 


Some  major  U.S.  family  fortunes  have  already  been  so  divided  that 
no  individual  among  them  qualifies  for  The  Forbes  Four  Hundred. 
This  listing  is  extensive  but  not  intended  to  be  as  complete  as  our 
listing  of  the  richest  individuals  in  America.  Think  of  most  as  the 
significant  echoes  of  persons  who  would  have  been  members  of 
The  Forbes  Four  Hundred  if  it  had  been  compiled  in  earlier 
decades,  or  as  families  still  building. 
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Bayport,  Minn.  Heirs  of  Danish  im- 
migrant Hans  Jacob  Andersen,  who 
debarked  Portland,  Me.  1870;  first 
English  words  became  philosophy: 
"All  together,  boys."  With  sons 
Fred  and  Herbert,  founded  Ander- 
sen Lumber  Co.  1903  in  Hudson, 
Wis.;  revolutionized  building  in- 
dustry 1904:  standardized  wooden 
window  frames  with  interchange- 
able parts.  Moved  to  Bayport  fac- 
tory 1913;  signed  first  profit-shar- 
ing checks  Christmas  Eve  1914; 
died  suddenly.  Son  Fred  took  reins, 
emphasized  advertising:  "Only  the 
rich  can  afford  poor  windows."  Pri- 
vate Andersen  Corp.  nation's  larg- 
est window,  patio,  door  maker, 
$960  million  sales  ("the  Cadillac  of 
the  window  industry");  profit  shar- 
ing plan  1987  split  $106  million 
among  employees  (average  check: 
$28,600).  No  Andersens  active  in 
daily  management,  but  4  serve  on 
board;  family's  70%  worth  at  least 
$500  million. 
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NYC.  Three  of  7  daughters  of  Mo- 
ses Annenberg  (d.  1942),  founder  of 
Triangle  Publications.  Estate  divid- 
ed equally  among  7  daughters  and 
son  Walter  (which  see)  Triangle's 
golden  goose,  TV  Guide,  provided 
very  decent  income;  but  $3.2  bil- 
lion sale  proved  bonanza  for  Esther 
Annenberg  (Mrs.  Leo  Simon),  87; 
Janet  Annenberg  (Mrs.  James  Hook- 
er), 84;  and  Lita  Annenberg  (Mrs. 
Joseph    Hazen),  Sisters    Enid 

(Mrs.  Ira  Haupt)  ar.  !  Fvelyn  (Mrs. 
Melville  Hall)  cash,  i  in  most  of 
their  Triangle  stock  uo  (chil- 

dren of  2  deceased  sis.  uive 

small  stake).  After  sale  to  1    . 
lurdoch,  Esther,  Janet,  Lita  share 
oceeds  estimated  $675  million 
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Pueri .,  o,  Miami  et  al.  Descen- 
dants o.  in  Facundo  Bacardi  (b. 
1816),  win  -nerchant  and  Spanish 
immigrant  tc  ^uba,  distilled  a  "civ- 
ilized" rum;  lounded  Bacardi  Co. 
1862.  Now  world's  most  popular 
alcohol,  over  20  million  cases 
shipped,    estimated    80%    of   rum 


market.  Family  prominent  in  his- 
toric events:  liberation  of  Cuba,  in- 
vention of  daiquiri.  Generations  of 
Bacardis  work  in  network  of  mostly 
private  companies:  Bacardi  Co.  of 
Puerto  Rico  sells  to  Bacardi  Imports 
of  Miami;  both  pay  royalties  to  Ba- 
cardi &  Co.,  Ltd.  in  Bahamas.  At- 
tempt to  take  one  public  co.  private 
through  1 -for- 1,000  reverse  stock 
split  stalled  1987.  Some  500  family 
members  have  interests  in  business 
worth  over  $1  billion. 
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Inheritance.  Great-grandchildren  of 
Clarence  Barron  (d.  1928)  of  Dow 
Jones  empire  [Wall  Street  Journal, 
Dow  Jones  ticker,  Ottaway  News- 
papers, Barron's).  Clarence's  adopt- 
ed daughter  Jane  married  Harvard 
lawyer  Hugh  Bancroft  (d.  1933). 
Fortune  split  among  3  children: 
Jane  Bancroft  Cook  (which  see),  Jes- 
sie Cox,  d.  1982  (see  William  Cox  Jr. 
Jane  Cox  MacF.lree).  Hugh  Bancroft 
Jr.,  d.  1953.  Hugh's  4  children  in- 
herited his  share.  Daughter  Bettina 
Klink  currently  a  Dow  Jones  direc- 
tor. Brothers  Hugh  and  Christopher 
and  sister  Kathryn  keep  very  low 
profile.  Their  one-third  of  trust 
holds  some  $570  million  in  Dow 
Jones  stock. 


> 


Average  estimated  net 

worth  of  the  family 

groups  on  these  pages  is 

about  $750  million. 
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Calif,  et  al.  Heirs  of  John  Barbey, 
who  founded  Reading  Glove  &  Mit- 
ten Manufacturing  Co.  with  5  part- 
ners 1899.  Sold  inherited  brewery 
business  to  buy  out  partners  1911, 
changed  name  to  Vanity  Fair  Mills. 
First  product:  silk  gloves.  His  son 
John(d.  1956),  "fanatic  for  quality," 
early  fashion  designer.  Became 
high-fashion  merchandiser;  manu- 
factured parachutes  WWII,  intro- 
duced nylon  fabric  1946,  first  to 
show  off  lingerie  on  live  models  in 
fashion  shows  1949.  Became  VF 
Corp.  1970;  now  world's  largest 
publicly  owned  apparel  co.  (Lee, 
Wrangler,  Jantzen,  etc.).  None  of  16 
family  members  with  co.;  all  are 
retired.  Barbeys'  17%  VF  Corp. 
stock  worth  $340  million. 
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Freeport,  Me.  Descendants  of  Leon 
Leonwood  Bean  (b.  1872),  outdoors- 
man,  founder  L.L.  Bean,  Inc. 
Owned  Freeport  dry  goods  store;  in- 
spired 1911  to  put  rubber  bottoms 
on  leather  shoes.  Ninety  of  first  100 
Maine  Hunting  Shoes  returned  de- 
fective; introduced  L.L.  Bean  guar- 
antee, still  in  effect  today.  After 
Maine  issued  first  hunting  licenses 
1919,  sent  catalogs  in  first-ever  di- 
rect mail  marketing  campaign. 
Down-home  approach:  "I  tried  on 
the  trail  practically  every  article  I 
handle."  At  death  in  1967,  at  94, 
sales  $4.8  million.  President  and 
grandson  Leon  Gorman,  now  53, 
increased  advertising,  further  de- 
veloped women's  line:  1987  sales, 
$493  million.  Granddaughter  Linda 
Bean-Jones,  47,  active  Republican 
fundraiser.  Estimated  that  15  de- 
scendants control  company  worth 
over  $400  million. 
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Charlotte,  N.C.  Descendants  of 
brothers  William  H.  and  John  Belk, 
who  opened  N.C.  general  store 
1888.  Did  not  allow  credit,  bought 
out  competitors  who  did  at  dis- 
count during  Depression;  from  29 
stores  in  1920  extended  empire  to 
220  stores  in  1945.  "I  don't  reckon 
we  got  a  system,  we  just  sell 
goods."     About     25     descendants 
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We  know 
who  you  are  at  The 
Swiss  Grand  Hotel 
in  Chicago. 

When  you  frequent  The 
Swiss  Grand  Hotel,  we  may 


get  a  bit  familiar  and  start 
calling  you  by  name. 

While  such  personal  atten- 
tion could  be  deemed  a  minor 
mark  of  manners,  we  deem  it  a 
matter  of  major  importance. 

Because  as  a  Swissotel,  we 
strive  to  pursue  perfect  service 
down  to  the  last  detail. 

That's  why  you'll  dine  on 
cuisine  inspired  by  world- 
renowned  chef,  Louis  Outhier. 
Relax  in  spacious,  exquisitely 
furnished  rooms.  Be  served  by 
valets  who  respect  your  stand- 
ing as  "guest." 

And  why —  especially  when 
home  is  far  away  —  our 
familiarity  with  your  name  will 


breed  a  comforting  sense  of 
contentment. 

For  reservations,  call 
312-565-0565  in  Chicago. 
Outside  Chicago,  call  Loew's 
Representation  International 
at  800-223-0888  or  your  travel 
agent. 

Other  fine  hotels  of  the 
Swissotel  group  in  the  United 


States: 

The  Drake  Hotel,  New  York 

The  Lafayette  Hotel,  Boston 
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The  Swiss  Grand 


HOTEL 


ILLINOIS  CENTLR  CHICAGO 


swissotel^ 


"/// 
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share  ownership  with  local  owner- 
managers  of  340  departmeri      ores 
throughout      Southeast, 
known  for  intrigue,  feud 8  aits: 

William  Henry  Jr.  ousted  as  chair- 
man 1950s;  tried,  failed  to  thwart 
brother  John's  Charlortt  mayoral 
career  (1969-77).  Family's  share  of 
business,  estimated  at  average 
55%,  worth  around  $300  million. 


Memphis.  Three  generations  in  real 
estate.  Philip,  84,  emigrated  from 
Austria  1910  (with  mother)  at  age  6. 
Partner  with  brother-in-law  dry- 
goods  business.  Banker  friend,  not- 
ing extra  land,  suggested  Belz  let 
bank  show  him  how  to  finance,  de- 
velop. From  that  acre  to  real  estate 
empire:  over  750  tracts  Memphis' 
Shelby  County  alone.  Expansion 
into  Nashville  1970s.  Family  rarely 
sells,  few  joint  ventures,  little  debt. 
Early  developers  industrial  parks. 
Ultradi versified:  motels  (Holiday 
Inns),  shopping  centers,  office 
buildings,  apts.,  farmland,  off-price 
outlet  malls  across  U.S.  "Uncle 
Philip"  to  employees;  others  know 
him  as  "damn  hard  negotiator — but 
always  keeps  his  word."  Frustrated 
opera  singer:  Friend  Robert  Merrill 
told  him  to  forget  it.  Two  sons 
killed  in  plane  crash  1963;  third 
son,  Jack,  60,  now  runs  firm  with 
third  generation.  Jack's  son,  Marty, 
heir  apparent.  Fortune  believed  to 
exceed  $400  million. 


^Atn<jA<. 


Louisville.  Descendants  of  Robert 
Worth  Bingham,  lawyer,  politician, 
ambassador  to  Britain.  Married 
Mary  Lily  Kenan  Flagler,  one  of  na- 
tion's richest  women,  1916;  contro- 
versy surrounded  her  death  one 
year  later.  Bought  majority  two 
Louisville  newspapers — Courier- 
journal,  Louisville  Times — from  $5 
million  inheritance  1918;  champi- 
oned unpopular  liberal  causes.  Died 
1937;  son  Barry  bought  out  siblings, 
added  broadcasting.  Advocated  U.S. 
WWII  involvement;  served  in  Na- 
val Reserve  per  won  7  Pulitzers 
during  his  tenure  Sor  Barry  Jr.  edi- 
tor, publisher  197  Barry  Sr. 
stepped  in  after  highly  publicized 
power  struggle  among  siblings 
1986;  sold  papers  for  $300  million, 


i  broadcast  for  $  1 00  million,  printing 
co.  for  $20  million  (died  Aug.  1988). 
At  least  13  family  members  share 
fortune  estimated  $400  million. 


m 
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Louisville.  Descendants  of  George 
Garvin  Brown.  Distilled  Old  For- 
rester whiskey  with  cousin  1870. 
Company  became  Brown-Forman 
1890.  Produces  Jack  Daniel's,  Bolla 
and  Cella  Italian  wines,  Korbel 
brandy  and  champagne,  Southern 
Comfort  from  1979;  California 
Cooler  1985.  Lenox  Inc.  subsidiary 
acquired  1983:  home  furnishings, 
luggage  (initiating  poison  pill  de- 
fense). W.L.  Lyons  Brown  ceo  since 
1983,  Owsley  Brown  II  president 
1987.  "Planned  nepotism"  compa- 
ny policy  with  one  requirement: 
family  member  must  hold  at  least  2 
degrees  before  joining  company. 
Also,  hire  relatives  of  employees. 
"We  husband  our  resources  careful- 
ly." Family  stake  in  company  val- 
ued at  $615  million. 
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Broadcasting.  Seattle.  Pioneer  CD. 
Stimson  amassed  Seattle-area  tim- 
ber, real  estate  interests  early  1900s 
(d.  1929).  Daughter  Dorothy,  now 
96,  stepped  in  to  manage  on  death 
of  her  husband,  A.  Scott  Bullitt, 
prominent  Northwest  politician,  in 
1932.  Out  of  boredom  bought  radio 
station  1947,  then  area's  first  tv 
station  1948:  "The  station  came  be- 
fore the  sets."  King  Broadcasting 
now  4  tv  stations,  6  radio,  125,000 
cable  subscribers.  Dorothy,  who 
rafted  Colorado  rapids  at  85,  still  on 
board;  daughters  Priscilla  (Patsy) 
Collins,  67,  Harriet  S.  Bullitt,  63, 
run  company.  Son  Stimson,  68, 
manages  Harbor  Properties  real  es- 
tate; no  share  in  family's  77%  of 
King.  Patsy:  "Someone  decides 
they  want  to  buy  us  every  week. 
Those  letters  go  right  into  the 
wastebasket."  Family  believed 
worth  over  $480  million. 
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Boston  area.  Descendants  of  ship- 
builder John  Cabot  came  to  Mass. 
from  Isle  of  Jersey  1 700.  Family  in 
privateering  during  American  Rev- 


olution, then  amassed  wealth 
through  overseas  trade,  marriage; 
achieved  distinction  (sea  captains, 
industrialists,  doctors,  lawyers,  for- 
mer Senator  and  UN  Ambassador 
Henry  Cabot  Lodge).  Cabot  Corp. 
founded  by  Godfrey  Cabot  (nick- 
named "Uncle  God"  for  imperious 
demeanor)  1882;  now  world's  lead- 
ing producer  carbon  black,  also  op- 
erations in  energy,  other  specialty 
chemicals  and  materials  (1987  rev- 
enues, $1.4  billion).  Sold  majority 
of  metals  business  in  1987  restruc- 
turing. Three  first  cousins:  Louis 
Wellington  Cabot,  67,  director  (re- 
tired as  chairman  1986);  John  M. 
Bradley,  65,  director;  John  G.L. 
Cabot,  53,  executive  vp.  Family 
shares  32%  Cabot  Corp.  worth  at 
least  $390  million. 


Hawaii  et  al.  Family  patriarch 
James  Campbell  left  Ireland  as 
stowaway  aboard  schooner  bound 
for  Canada  1839  at  age  13;  went  to 
NYC  to  work  for  brother.  Ship- 
wrecked working  on  whaler;  ar- 
rived Hawaii  1850;  started  sugar 
plantation,  pioneered  artesian 
wells,  hoarded  land  called  worth- 
less; soon  dubbed  "Kimo  Ona-Mil- 
liona"  (James  the  Millionaire)  by 
islanders;  died  1900,  left  fortune  to 
wife,  4  daughters.  His  estate  now 
owns  80,000  acres  in  Hawaii, 
Oahu,  Maui;  also  shopping  centers, 
hotels,  office  and  industrial  build- 
ings on  mainland  shared  by  18 
heirs.  Campbell's  last  surviving 
daughter  died  1987;  trust  dissolves 
2007,  when  over  35  descendants  ex- 
pected to  share  estate  now  worth 
over  $650  million. 


Xbavatu L  flac^  tu/lcvn 

Origin:  Minneapolis.  Founder  Wil- 
liam W.  Cargill,  son  of  Scottish  sea 
captain.  Bom  Long  Island,  moved 
west,  set  up  Cargill,  Inc.  predeces- 
sor 1865,  quickly  overtook  grain- 
trade  competition.  Neighbor  John 
Hugh  MacMillan  married  Cargill's 
daughter  1895,  became  company 
president  when  William  died  1909. 
MacMillans  more  active  in  what  is 
now  largest  private  company  in 
U.S.  (1987  revenues  over  $32  bil- 
lion): the  world's  largest  commer- 
cial grain  trader;  among  top  boxed- 
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beef  processors;  has  312  businesses 
in  56  countries.  Reputed  best  crop- 
market  intelligence  in  world.  Car- 
gill  and  MacMillan  families  own 
85%  of  company:  3  main  branches 
hold  75%  worth  at  least  $2  billion, 
while  other  branches  have  10%  (see 
individual  Cargills,  MacMillans,  Kein- 
ath,  Pictet). 


JDtiwncueii 

Los  Angeles  et  al.  Times  Mirror  Co. 
Descendants  of  Harry  Chandler  (d. 
1944),  who  worked  at  Los  Angeles 
Times  1880s,  married  owner  Harri- 
son Gray  Otis'  daughter,  rose  from 
clerk  to  chairman.  Built  real 
estate/media  empire.  Son  Norman 
used  limited  supplies  to  print  news 
in  LA  Times  during  WWII,  at  expense 
of  advertising;  beat  out  rival  Exam- 
iner's many  ads,  less  news  for  max. 
profits.  Grandson  Otis  recently  de- 
parted as  editor-in-chief;  co.  in 
hands  of  nonfamily  managers.  Cur- 
rently 7  newspapers  including 
Newsday  (N.Y.),  Baltimore  Sun;  sold 
Dallas  Times  Herald  1986;  Denver 
Post  1987.  Also  magazines,  broad- 
cast, cable  tv,  etc.  Family's  Times 
Mirror  stock  worth  $1.5  billion. 


~&lo6e 


Fort  Mill,  S.C.  Col.  Leroy  Springs, 
founded  250-loom  Lancaster  Cot- 
ton Mill  1895,  took  over  Fort  Mill 
Mfg.  Co.;  second  wife  Lena  first 
woman  nominated  for  U.S.  Vice 
President,  1924.  Son  Elliott  White 
Springs,  WWI  ace,  inherited  5  cot- 
ton mills  from  father  1931.  Master- 
minded famed  ad  campaign — "A 
buck  well  spent  on  a  Springmaid 
sheet" — that  wowed  them  in 
1950s.  Died  1959;  son-in-law  H.W. 
Close  took  over,  d.  1983;  Springs 
Industries  One  of  nation's  largest 
manufacturers  sheets,  pillowcases, 
etc.  (1987  sales,  $1.7  billion).  Mrs. 
Crandall  Close  Bowles,  41,  sole 
family  director;  also  runs  family 
businesses,  Springs  Cos.  (manage- 
ment co.),  and  real  estate,  insur- 
ance, railroad.  Mother,  Anne 
Springs  Close  (daughter  of  Elliot), 
Crandall  and  7  siblings  share  58% 
Springs  Industries  stock.  Fortune 
estimated  at  least  $380  million. 


u>on&n 


NYC  area.  Brothers  Sherman,  Ed- 
ward and  Mortimer  (an  erstwhile 
optometrist)  sold  Va.  clothing  busi- 


Presidential  candidate. 
2008  A.D. 


TINT         COLOR 


CONTRAST 


The  TV  you'll  watch  his  speeches  on. 
2008  A.D. 

Samsung.  The  future  of  electronics. 
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ness,  left  for  Yonkers,  N.Y.  Olds- 
mobile  distributorship  1949;  built 
first  apt.  project  1950s,  moved  full 
time  into  construction,  real  estate. 
Switched  to  NYC  offices  1970,  now 
control  over  2  million  sq.  ft.  office 
space;  traded  6  properties  for  3 
prime  Manhattan  office  buildings 
during  office  glut  1977  ("the  most 
ingenious  deal  of  the  year").  Broth- 
ers litigious,  difficult:  "They  func- 
tion as  if  the  real  estate  business 
were  the  Wild  West."  Building 
NYC  office  tower  around  holdout 
tenant.  Sherm:  "I  don't  concern 
myself  with  what  other  people  say. 
My  banks  love  me."  Sherman,  65, 
deals;  Edward,  70,  builds.  Mort  died 
1976,  widow  Estelle  shares  in  some 
properties.  Family  worth  at  least 
$450  million.  "If  everyone  in  the 
real  estate  industry  made  a  list  of 
their  least  favorite  people,  the  Co- 
hens would  be  right  at  the  top." 


{coKes* 

Sonoco  Products.  Hartsville,  S.C. 
Descendants  of  Civil  War  vet  James 
L.  (The  Major)  Coker,  who  built 
bank,  cotton  mills,  seed  co.,  rail- 
road. Family  pre-dates  Revolution- 
ary War.  In  1899  founded  Southern 
Novelty  Co.  with  $3,000  in  capital 
to  make  paper  cones  to  hold  yarn  in 
textile  mills.  Sonoco  Products  now 
$1.3  billion  (1987  sales)  interna- 
tional packaging  co.  with  over  200 
plants  in  19  countries  (largest  plas- 
tic shopping  bag  manufacturer). 
Chief  executive  now  Charles 
Coker,  55.  Family,  which  numbers 
over  500,  has  35%  of  stock  worth 
$455  million. 


(  CtitBf 

Naples,  Fla.  Heirs  (excluding  Miles 
Collier,  which  see)  of  Barron  Gift 
Collier,  who  quit  school  at  16  to 
sell  street  lanterns  in  Memphis. 
Early  ad  man,  sold  trolley  car  ads; 
moved  his  Consolidated  Street 
Railway  Advertising  Co.  to  NYC 
early  1900s.  Came  to  Fla.  1911, 
bought  land;  owned  1.3  million 
acres  (county,  high  school,  even  a 
creek  namesakes)  at  death  1939. 
Heirs'  risk-averse  strategy  spurred 
split  with  grandson  Miles;  empire 
divided  with  coin  flip  1980.  Barron 
Collier  Cos.  small-time  developer; 
owns  77,000  acres  Fla.  agriland,  as 


well  as  5,000  prime  acres  Naples, 
4,500  acres  citrus,  oil  rights,  etc. 
Sold  Naples  Daily  News  1 986  for  $  1 60 
million.  Miles,  other  Colliers  swap- 
ping 114,000  acres  swampland  and 
$38  million  for  80  acres  federal 
property  in  downtown  Phoenix.  La- 
mar Gable,  Barron  Collier  Jr.'s  step- 
son, heads  over  15  Colliers  who 
share  their  portion,  worth  at  least 
$550  million.  "We  plan  to  be  here  a 
while." 
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Golden,  Colo.  Adolph  Coors  Co. 
founded  by  German  immigrant 
Adolph  Coors  1873,  stowaway  draft 
dodger.  Brewery  survived  Prohibi- 
tion by  making  malted  milk,  ce- 
ramics, near  beer.  Went  public 
1975,  now  fourth-largest  producer 
in  U.S.  Single  Coors  brewery 
(world's  largest),  at  Golden,  Colo., 
vertically  integrated,  ensures  beer 
uniformity.  Shipped  15.6  million 
bbl.  1987,  8%  of  industry  total. 
Grandsons  William,  Joseph,  great- 
grandsons  Peter,  Jeff  now  run  com- 
pany. Family's  antiunionism,  ultra- 
conservatism  created  controversy; 
accused  of  prejudice  against  wom- 
en, minorities,  homosexuals  1970s; 
anti-Coors  demonstrations  on  en- 
tering N.Y.  market  1987.  Company 
countered  with  minority  initia- 
tives; settled  labor-backed  consum- 
er boycott  1987  with  agreement  to 
unionize.  Family  owns  all  voting 
stock,  60%  nonvoting,  worth  $450 
million. 
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Minneapolis,  Des  Moines  et  al.  De- 
scendants of  Gardner  Cowles  Sr., 
who  put  $110,000  into  feeble  Des 
Monies  Register  1903,  added  evening 
Tribune,  built  respected  monopoly 
(d.  1946).  Son  John  Sr.  (d.  1983) 
pulled  same  trick  with  Minneapolis 
Star  1935;  son  Gardner  (Mike)  Jr.  (d. 
1985)  founded  Look  magazine.  Sold 
Florida  papers  to  New  York  Times 
Co.  for  23%  of  its  stock  1971.  Rest- 
less heirs  forced  more  sales:  Cowles 
Broadcasting  to  Oveta  Culp  Hobby 
<  which  six1)  1984,  Register  to  Gannett 
for  $200  million  1985.  Grandson 
David  Kruidenier,  67,  chairs  thinly 
traded  Cowles  Media,  now  4  dai- 
lies, 1 1  weeklies;  fought  sales:  "but 
we  got  a  good  price."  Over  70  heirs 


with  80%  of  Cowles,  other  invest- 
ments, believed  worth  more  than 
$800  million. 


'KDouiiei    ( WiluamJ 

Spokane.  Descendants  of  William 
Hutchinson  Cowles,  Chicago  Tri- 
bune heir  (also  distant  relative  of 
Gardner  Cowles,  see  above),  "police 
reporter"  with  Yale  law  degree; 
moved  west  1891,  bought  into  Spo- 
kane Spokesman-Rei'iew.  Gained 
control  1894,  bought  rival  Chronicle 
1897.  Invested  in  timberland,  start- 
ed Inland  Empire  Paper  Co.  Wil- 
liam Jr.  added  radio  1946,  tv  1952. 
Now  grandsons:  James,  54,  man- 
ages real  estate,  including  down- 
town office  space;  William  HI,  56, 
publishes  papers,  races  sailboat. 
Brothers  dominate  local  media  (tv, 
radio,  monopoly  newspaper)  but 
don't  talk  to  reporters.  Banker 
friend:  "They  don't  want  the  com- 
munity to  feel  they're  running 
things."  Eight  heirs  share  Cowles 
Publishing,  large  stake  in  Tribune 
Co.,  other  assets,  worth  over  $400 
million. 


iru/len 

Houston.  Descendants  of  Hugh 
Roy  Cullen,  legendary  wildcatter 
who  quit  school  in  fifth  grade  to 
work  in  San  Antonio  candy  factory 
for  $3/week;  in  his  early  20s  suc- 
cessful Oklahoma  cotton  buyer;  re- 
located Houston  1911,  bought  real 
estate  on  Ship  Channel.  Oil  busi- 
ness in  his  30s;  first  strike  1921  at 
age  40  by  drilling  deeper  on  aban- 
doned fields.  Founded  Quintana  Pe- 
troleum 1932.  "If  you  can't  make  a 
living  working  8  hours  a  day,  work 
12,  18  or  24  hours.  That's  what  I 
did."  Only  son  Roy  killed  in  1936 
rig  accident;  Hugh  Roy  gave  away 
$200  million  in  will.  Two  daugh- 
ters, their  husbands,  grandchildren 
still  have  immense  gas  &  oil  re- 
serves. Quintana  run  by  executive 
committee  of  publicity-shy  family 
members.  Grandson  Baron  Ricky  di 
Portonova  waged  10-year  litigation 
for  bigger  share  of  inheritance;  lost 
1984.  Makes  do  with  $10  million  a 
year  from  mother's  trust  funds  in 
Rome,  Acapulco,  Houston.  More 
than  20  family  members  now  share 
interest  in  fortune  worth  at  least 
$1.3  billion. 
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ust  how  seaworthy  can  a  railroad  be? 
/Shippers  know.  They've  seen  The 
Thoroughbred  cover  the  waterfront. 

From  New  Orleans  to  Norfolk,  the  ocean 
ports  Norfolk  Southern  serves  are  deep, 
ice-free  gateways  to  important  industrial 
and  population  centers.  Hard-working 
facilities  make  containerized,  bulk  or  break- 
bulk  shipping  easy.  Thoroughbred  Service 


keeps  everything— from  storage  systems  to 
intermodal  coordination — shipshape. 

Meanwhile,  professionals  at  Norfolk 
Southern  sales  offices  work  with  customers 
to  make  importing  and  exporting  quicker, 
more  economical,  trouble-free. 

Call  them.  You'll  see  why,  when  shippers 
head  to  the  high  seas,  this  is  the  horse 
they're  aboarcT 


Sea  Horse. 


DETROIT. 
CHICAGO,  TOLEDO* 


CtEVELANO 

PITTSBURGH 


'  KANSAS 

CITY        ST.  LOWS 


. 
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NORFOLK 
SOUTHERN 

'   t987,  .\orfolk  Southern  Corporation,  One  Commercial  Place,  Norfolk,  VA  23510-2191.  Norfolk  and  Western  Railway  Company. 
Southern  Railway  Company,  and  North  American  Van  Lines,  Inc.  are  subsidiaries  of  Norfolk  Southern  Corporation. 
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Jacksonville,  Fla.  and  various.  De- 
scendants of  William  Milton  Davis, 
founder  Winn-Dixie  grocery  stores. 
Opened  first  store  1925  in  Miami 
suburb.  Four  sons  built  into  largest 
grocery  chain  in  Sunbelt.  Now 
1,246  stores;  fifth  largest  in  nation. 
Family  averse  to  big  government, 
called  "J- P-  Stevens  of  the  food  in- 
dustry" by  unions.  Family:  "We 
just  believe  in  free  enterprise." 
Generous  employee  profit  sharing 
plan;  political  action  committee. 
Grandson  Robert  handed  chair- 
manship to  cousin  A.  Dano  1988  to 
guide  other  family  interests.  "I'm 
just  stepping  down  to  give  myself  a 
little  more  elbow  room."  With 
50,000-acre  game  preserve,  Jack- 
sonville ranch,  38%  W-D  stock, 
American  Heritage  Life  Insurance 
holdings,  family  fortune  worth  over 
$515  million. 
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Minneapolis.  Dayton-Hudson 

Corp.  Descendants  of  George  Dra- 
per Dayton,  founded  Dayton's  de- 
partment store  1902.  Son,  horse- 
breeder  George  Nelson  Dayton, 
took  over  1938;  raised  5  sons  on 
isolated  800-acre  farm  to  encourage 
familial  ties,  cooperation.  By  1950 
sons  all  in  co.  Added  store  1954, 
first  enclosed  mall  1956.  Then  new 
outlets:  Target,  Mervyn's,  Lech- 
mere,  B.  Dalton  Booksellers.  Went 
public  1967.  Tradition:  5%  taxable 
income  to  community  philanthro- 
pies. Last  son  retired  1983.  "We 
have  never  played  it  safe,  and  we 
always  looked  very  long  range." 
1987  revenues,  $10.7  billion. 
Granddaughter,  allegedly  duped 
into  vast  donations  by  Bible  Speaks 
Church,  awarded  $6.6  million  set- 
tlement 1987.  Family  fortune  about 
$780  million. 
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Houston  et  al.  Descendants  of 
physicist  Conrad  Schlumberger, 
who  developed  first  "well  logging" 
device  1920s.  Bonanza  for  oil  explo 
ration — fine-tuned  location,  depth 
of  underground  oil.  U.S.S.R.  first 
country  to  try  Schlumberger,  Ltd. 
(Conrad,  a  socialist,  pleased).  Com- 


pany predominant  in  field  over 
half-century.  Daughter  Dominique 
resettled  with  husband  John  de 
Menil  in  Houston  WWII.  Has 
amassed  over  10,000  works  of  art 
("What  I  admire,  I  must  possess"), 
opened  $27  million  museum  to 
house  part  of  collection  1987.  Five 
children  have  substantial  art  col- 
lections of  their  own.  Dominique, 
family,  have  fortune  estimated  at 
least  $400  million. 


de    i/ou/icf 

San  Francisco  et  al.  Descendants  of 
Michel  H.  de  Young,  who  founded 
San  Francisco  Chronicle  with  brother 
Charles  1865.  Paper  thrived  on  racy 
scandals,  mudslinging.  Charles 
shot  dead  in  office  by  irate  reader 
1880;  Michel  survived  assassina- 
tion attempt.  Juries  acquitted  both 
defendants.  Chronicle  fought  Hearst 
paper  for  year  before  signing  1965 
profit  sharing  pact.  Paid  estimated 
$250  million  for  Worcester  (Mass.) 
Telegram  &  Gazette  1986.  Chronicle 
Publishing  now  6  dailies,  5  tv  sta- 
tions, cable  (248,000  subscribers). 
Great-grandson  Richard  Thieriot, 
46,  publisher  since  1977,  but  cous- 
in Nan  Tucker  McEvoy  (which  see) 
has  largest  share.  Nineteen  heirs 
(excluding  McEvoy)  control  two- 
thirds  of  Cljronicle  Publisl.nng,  worth 
$660  million. 
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Real  estate.  Denver  and  Orlando, 
Fla.  Pronounced  "D-Q."  Father 
Panayes  ("Pete,"  d.  1977)  emigrated 
from  Greece  1921,  founded  Colora- 
do Popcorn  Co.  wholesaler  with 
brother  James.  Entered  more  profit- 
able real  estate  business  with 
$2,200  Denver  land  purchase  1942. 
Dikeou  Realty  now  owns  15  prime 
acres  downtown  Denver,  at  least  15 
Fla.  shopping  centers,  mostly  Or- 
lando area,  occupied  by  small  chain 
department  stores  (8  others  break- 
ing ground).  Denver  strategy:  Buy 
small  parcels  well-situated  down- 
town, be  last  holdouts  in  large-tract 
assemblage  deals.  Run  by  3  sons: 
George,  57,  John,  52,  handle  Den- 
ver operation;  Deno,  50,  oversees 
Florida  office.  Owns  minor  league 
Denver  (baseball)  Zephyrs;  wants 
big  league  franchise.  Net  worth  es- 
timated $375  million. 
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NYC.  Descendants  of  Alex  DiLo- 
renzo  Jr.,  Brooklyn  pharmacist- 
turned-realtor  and  neighbor  of  Sol 
Goldman  (which  see)  1930s.  Formed 
partnership  to  buy  Brooklyn,  N.Y. 
apt.  house  1951.  Goldman-DiLo- 
renzo  Properties  grew  into  NYC's 
largest  landlord;  then  lost  40% 
holdings  in  1973-74  NYC  real  es- 
tate crash,  incl.  Chrysler  Building. 
Alex  died  1975,  parcels  split  by  coin 
flip.  Alex  III:  "There  were  a  lot  of 
properties  and  a  lot  of  problems." 
DiLorenzo  Properties  now  nearly 
400  properties,  most  small,  com- 
mercial "taxpayers";  many  fee  po- 
sitions, net  leases,  etc.  Owns  land- 
mark Washington  Mews  area  in 
NYC's  Greenwich  Village;  asking 
$100  million  for  land  under  St.  Mo- 
ritz  hotel  NYC:  "That  property,  as 
they  say  on  Wall  Street,  is  in  play." 
Alex  III  runs  the  show,  brother 
Marc  an  up-and-comer.  Sister, 
mother  also  benefit.  Worth  at  least 
$500  million. 
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Los  Angeles  area.  Heirs  of  Walter 
Elias  Disney  (d.  1966).  Genius  car- 
toonist attended  art  school  in  Chi- 
cago. Arrived  in  Hollywood  with 
$40  in  1923.  With  brother  Roy 
made  animated  cartoons  for  N.Y. 
co.  starring  Oswald  the  Lucky  Rab- 
bit. Conceived  Mickey  Mouse 
1928,  wife  Lillian  chose  name  over 
Walt's  original  idea,  Mortimer 
Mouse.  Walt  Disney  Co.,  the  house 
that  Mickey  built,  now  includes 
theme  parks,  movies,  the  Disney 
Channel,  etc.  Also  Epcot  center; 
city  of  tomorrow,  Walt's  "last  great 
vision."  Receives  royalties  from 
Tokyo  Disneyland;  building  Euro 
Disneyland  outside  Paris.  Walt's 
widow  Lillian,  daughters  Sharon, 
Diane  control  Disney  Co.  stock 
worth  $440  million. 
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Origin:  Chicago.  Dispersed  descen- 
dants of  Richard  R.  Donnelley,  ap- 
prentice saddlemaker  Canada, 
started  print  shop  Chicago  1864. 
Destroyed  in  1871  Great  Fire;  re- 
built into  R.R.  Donnelley  &  Sons 
on  good  name,  credit.  Hit  big  time 
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' Decide  on  what 
you  think  is  right, 

and  stick  to  it. 

—George  Eliot 


M 


;l<»8.  fireman's  Fund  Insurance' 


COMMITMENT 

Too  often  insurance  companies 
stray  into  unfamiliar  areas  —  and 
then  struggle  to  get  out.  Instead  of 
focusing  their  expertise  on  what 
they  do  best. 

That's  reason  enough  to  ask 
your  independent  agent  or  broker 
about  Fireman's  Fund,  especially 
in  today's  unstable  environment. 

For  well  over  a  century,  we've 
remained  committed  to  property 
and  casualty  insurance.  We've 
come  through  in  the  best  and  the 
worst  of  times. 

And  today  we're  still  looking 
long-term.  We're  improving  our 
financial  strength,  keeping  prices 
fair  and  coverage  solid.  And  we're 
enhancing  our  ability  to  provide 
stable  protection  year  after  year. 

This  kind  of  commitment  has 
kept  Fireman's  Fund  a  leading  pro- 
vider of  commercial  and  personal 
insurance.  And  helped  us  carve  a 
reputation  for  doing  things  right 
for  over  125  years. 


Fireman's 
Funds. 

125  years  of  tomorrows. 
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1920s  when  son  James  won  Time 
magazine  contract.  Company  non- 
union, pays  union  wages;  thrice 
turned  down  Playboy  printing  con- 
tract. Diversified  into  mailing  lists, 
direct  mail,  catalogs.  Nation's  larg- 
est commercial  printer,  1987  reve- 
nues $2.5  billion.  Reuben  H. 
opened  publishing  firm  (magazines, 
Yellow  Pages),  sold  to  Dun  &  Brad- 
street  1961  for  $80  million  in  stock. 
James  Donnelley  now  only  family 
board  member.  Family  credo:  "The 
family  exists  to  serve  the  busi- 
ness— the  business  does  not  exist 
to  serve  the  family."  Some  75  de- 
scendants share  over  $900  million. 


Oviedo,  Fla.  Czech  immigrant  An- 
drew Duda  (d.  1958)  left  Cleveland, 
arrived  Fla.  1911  to  start  religious 
farming  community;  went  broke 
and  back  to  Cleveland  1916.  Re- 
turned 1926;  planted  10  muckland 
acres  of  celery,  family  kept  plowing 
profits  back  into  company:  "It  was 
a  good  investment."  Three  sons: 
John,  83;  Andrew  Jr.  (d.  1986);  Ferdi- 
nand, 78  (none  finished  high 
school).  Company  passed  to  third 
generation  1977.  A.  Duda  &  Sons 
today  $140  million  in  sales, 
115,000  acres,  one  of  nation's  larg- 
est vegetable  growers,  still  features 
celery.  At  least  60  family  members 
share  land,  vegetable  empire  worth 
well  over  $600  million. 
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Wilmington,  Del.  Descendants  of 
Pierre  Samuel  du  Pont  de  Nemours 
(1739-1817),  French  Physiocrat 
who  fled  revolutionary  Terror  for 
Aim  1  1 S00  Son  Eleuthere 
Iren  chemist's        apprentice, 

founded  gunpowder  factory  on 
Brandywinr  Creek  1802.  Company 
and  family  pr  d  m  1 9th  centu- 

ry, dominated  1  -  ler  Trust  of  late 
1800s.    Afti  hism   over 

control,    Pierre  Pont    II 

emerged  as  leading  figure  1915. 
World  War  I  11  >ntracts 

lucrative,  led  to  de:  'briquet 

"Merchants  cM  id  na- 

scent General    '■  i920s,   got 

about  one-third  us.  Also  Her- 

cules Powdei  v  ubber  (lat- 


er Uniroyal),  etc.  Childless,  Pierre 
divided  bulk  of  fortune  among  sib- 
lings, nephew  before  death  1958. 
His  family  branch  built  up  Wil- 
mington Trust.  Dissident  branches 
established  Delaware  Trust  Co.  (see 
William  du  Pont  family)  Numerous 
descendants  of  Pierre  II  siblings 
still  control  over  15%  of  Du  Pont, 
the  wealthiest  du  Ponts  by  far.  This 
branch  (including  listed  individ- 
uals) estimated  to  be  worth  over 
$6.8  billion. 


Wilmington,  Del.;  Boston;  Fla.; 
Wyo.  Children  of  William  Jr.  (d. 
1965).  William  Sr.  (d.  1928)  ostra- 
cized from  family  for  divorce  early 
1900s.  On  wrong  end  of  battle  for 
Du  Pont  1915;  founded  Delaware 
Trust  to  escape  Pierre's  Wilming- 
ton Trust  (see  other  du  Pants,  family) 
Retained  huge  holdings  Du  Pont 
stock,  now  held  by  grandchildren: 
Henry  Eleuthere  Irenee,  61,  born 
William  Henry,  changed  name 
1973.  Sued,  with  brother  John,  to 
block  bequest  of  aunt  Marion  du 
Pont  Scott  (d.  1983)  leaving  "Mont- 
pelier,"  estate  of  James  Madison,  to 
national  historic  trust.  Henry 
wanted  to  live  there;  lost.  His 
adopted  children  sued  to  inherit  de- 
spite will  leaving  everything  to  lin- 
eal descendants  of  grandfather; 
they  lost.  Impenetrable  trusts  safe- 
guarded Henry's  inheritance  from 
business  losses.  Jean  Ellen  (Mrs. 
William  Mason  Sheehan)  and 
brother  John  sold  25%  controlling 
interest  in  Delaware  Trust  1981. 
Four  siblings  share  fortune  estimat- 
ed at  least  $800  million. 


Crosse  Pointe,  Mich.;  NYC  et  al. 
Descendants  of  Henry  Ford,  legend- 
ary developer  mass-produced  auto- 
mobile, founder  Ford  Motor  Co. 
Built  to  preeminence,  lost  lead  to 
General  Motors  failing  to  heed 
market  demands.  On  death  1947, 
Ford  Foundation  became  one  of  na- 
tion's largest  philanthropic  institu- 
tions. Only  son  Edsel  died  1943. 
Grandchildren:  losephine,  William 
(see both),  Henry  II,  Benson.  Compa- 
ny in  disarray,  Henry  finally  yield- 
ed 1946  to  eldest,  Henry  II,  then  26, 
who  supervised  Ford  Motor  over- 


haul from  $8  million  loss  1946  to 
$260  million  profit  1950.  Ran  com- 
pany to  1980  amid  controversy  over 
private,  public  careers.  On  handling 
adverse  publicity:  "Never  com- 
plain, never  explain."  Died  1987; 
left  2  daughters  (4  husbands  be- 
tween them),  son  Edsel  II,  39,  Ford 
director  1988;  widow  fighting  trust- 
ee appointment.  Benson  (d.  1978), 
most  social  Ford,  left  2  children. 
Rebellious  son  Benson  Jr.,  38,  an- 
gered family  by  suing  for  control  of 
father's  estate,  board  seat.  "We 
weren't  exactly  sure  what  he  was 
doing."  Now  reconciled,  works  at 
Ford  Motor.  Five  cousins  share  Ford 
stock  and  other  investments  worth 
$600  million. 
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Calif.,  London,  scattered.  Heirs  of 
billionaire  oilman  Jean  Paul  Getty, 
who  parlayed  father  George  F.  Get- 
ty's oil  co.  (founded  1903)  into 
worldwide  oil  giant.  J.  Paul  began 
litigious  family  tradition  1925  with 
first  of  five  divorces,-  "playboy" 
largely  disinherited  by  father  for 
failed  marriages.  Stock  in  Getty  Oil 
left  to  mother  Sarah,  who  estab- 
lished Sarah  C.  Getty  Trust  1934 
for  grandchildren,  gave  J.  Paul  con- 
trol. Late  in  life  ran  business  from 
Europe;  kept  "harem"  at  English 
mansion;  reputed  hypochondriac, 
miser;  d.  1976.  Known  offspring: 
Gordon  (which  see);  Jean  Paul  II; 
Ronald;  oldest,  George  (d.  1957), 
probable  suicide;  youngest,  Timo- 
thy, died  after  tumor  operation  age 
12.  Ronald  cut  out  of  trust  because 
of  mother's  large  divorce  settle- 
ment. Jean  Paul  II 's  son  had  ear 
severed  in  1973  kidnapping;  "Gold- 
en Hippie"  permanently  paralyzed 
since  1981  drug-induced  stroke. 
Gordon  eventually  sole  trustee 
(since  removed);  his  ill-fated  sale  of 
Getty  Oil  shares  to  Texaco  1984 
sparked  family  lawsuit  orgy  (11  to- 
tal). Trust  now  controlled  by  Calif, 
judge,  in  T  bills.  Upon  settlement, 
if  and  when,  4  family  branches  split 
$3  billion. 
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Honolulu;  Aspen,  Colo.;  Oklahoma 
City.  Two  sons  of  Sylvan  Goldman 
(d.  1984),  who  built  Humpty 
Dumpty  grocery  chain  1930s;  in- 
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i  one  has  a  stronger  grip  on  the  health  and  fitness  market  than  Bally.  ■  Ever  since  Americans  began  to  realize 
3t  they  could  take  control  over  their  physical  well-being,  health  and  fitness  have  become  permanent  fixtures  of 
I  American  way  of  life.B  And  we've  been  there  right  from  the  start. ■  From  seven  clubs  and  7.000  members  in  1963. 
illy's  Health  &  Tennis  Corporation  now  helps  2.300.000  members  stay  in  shape  at  over  300  of  Americas  best- 
|uipped.  best  known  clubs— Holiday.  VicTanny.  Jack  LaLanne.  the  Vertical  Club.  Chicago  Health  and  more.B  With 
:ord  revenues  for  five  consecutive  years— $575,000,000  in  1987— and  an  average  annual  growth  rate  of  25%. 
one  else  in  the  industry  is  running  even  a  close  second.  ■  As  long  as  America  keeps  pumping  iron.  Bally  will 
ep  pumping  gold.  ■  But  health  and  fitness  centers  are  just  one  part  of  Bally 's  strength  in  the  leisure  business 
tegory.H  Which  should  come  as  no  surprise— because  Bally  created  the  leisure  business  category.  ■  Leisure 
America's  most  exciting  growth  industry— $33  billion  in  revenues  last  year,  with  a  growth  rate  almost  2!2  times 


3  GNP.  ■  And  with  sales  of  almost 
5  diverse  and  growing  industry.  ■  Because 
ily  leads  the  way.  ■  For  more  information, 
ate  Communications.  8700  W  Bryn  Mawr. 


$2  billion.  Bally  is  a  significant  leader  in 
wherever  America  spends  its  leisure  time, 
write  William  H.  Peltier.  Vice  President,  Cor- 
Chicago.  IL  60631.  Or  call  1-312-399-1300. 


THE  LEISURE  LEADER 


! 
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vented,  introduced  the  shopping 
cart.  "This  was  the  greatest  innova- 
tion in  self-service."  Merged 
Humpty  Dumpty  chain  into  ACF- 
Wrigley  (now  Allied  Supermarkets) 
1955;  with  profits  moved  into  real 
estate  1959;  developed  shopping 
centers,  planned  communities,  ho- 
tels in  Colo.;  also  the  Southwest, 
Hawaii,  Puerto  Rico.  Goldman 
Cos.  now  large  presence  Houston, 
Oklahoma  City,  also  Ariz.;  most 
properties  owned  under  different 
trust  names,  corp.  names,  etc.  Re- 
putedly cash  heavy;  sold  redone 
Kaiser  Estate  1988  for  $43.5  mil- 
lion. Alfred:  50.  Single.  Wharton 
grad,  runs  the  show.  Brother  Mon- 
te: 53.  Divorced,  2  daughters.  Inac- 
tive, lives  Aspen.  Brothers  worth  at 
least  $400  million.  Alfred  says 
higher:  "If  Malcolm  will  release  his 
statement,  I'll  release  mine.  We 
both  make  a  good  living." 


NYC.  Heirs  of  NYC  real  estate  bil- 
lionaire Sol  Goldman  (d.  1987).  Sol 
grew  up  Brooklyn;  worked  in  fam- 
ily grocery  store.  Left  1930s,  ig- 
nored Mom's  advice  ("Never  leave 
the  store,  Sol.  It's  a  gold  mine"); 
scoured  for  Depression-era  fore- 
closed properties.  With  Alex  DiLo- 
renzo  Jr.  built  Goldman-DiLorenzo 
into  NYC's  largest,  most  leveraged 
landlord;  Sol  wheeled  and  dealed, 
Alex  managed.  Crashed  early  1970s 
with  NYC  real  estate  (lost  40%  of 
properties);  split  rest  by  flipping 
quarters  with  DiLorenzo  heirs 
(which  see)  1975.  Recovered;  at 
death  owned  over  5  million  sq.  ft. 
offices,  10,000  apts.  Colleague:  "He 
had  the  greatest  nose  for  real  estate 
I  ever  saw."  Sol's  will:  one-third  to 
wife  Lillian  (which  see);  two-thirds 
to  4  children  (including  25%  in  21- 
year  charitable  trust).  Kids'  share, 
after  60%  estate  tax,  etc.,  should  be 
worth  over  $300  million. 


9und 


Cleveland  origin.  Six  children  of 
George  Gund  Jr.  (d.  1966).  Harvard 
Business  School  grad,  liquidated 
family  brewing  company  during 
prohibition,  bought  Kaffee  Hag  (de- 
caffeinated coffee  firm)  1919,  sold 
to  Kellogg  1927 — now  Sanka  at 
General  Foods.  Expanded  real  es- 


tate holdings;  bought  bargain-rate 
Cleveland  Trust  stock,  became 
president  1941.  Son  Gordon:  "He 
lived  relatively  spartan  and  he 
didn't  spare  the  rod.  We  didn't 
know  the  extent  of  our  wealth  until 
his  death."  George  IH,  Gordon  own 
NBA  Cleveland  Cavaliers,  NHL 
Minnesota  North  Stars,  stadiums. 
Gordon,  blind  from  retinitis  pig- 
mentosa, venture  capitalist,  Prince- 
ton, N.J.  Agnes  Saalifield,  NYC, 
modem  art  collector.  Brother  Gra- 
ham, famous  Boston  architect.  To- 
gether 6  worth  $750  million. 
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San  Francisco.  Bavarian  immigrant 
Levi  Strauss  exploited  Calif,  gold 
rush  selling  pants  made  of  tent  can- 
vas. Patented  denim  version  1873. 
Walter  Haas  Sr.  (d.  1979)  married 
Strauss  grandniece,  ran  Levi 
Strauss  &  Co.  1928-55;  created 
American  institution.  Walter  Jr. 
took  company  public  1971.  Son 
Robert,  46,  now  ceo  after  Peace 
Corps,  Harvard  M.B.A.;  took  com- 
pany private  again  1985  in  $1.7  bil- 
lion buyout  as  profits  sagged.  "We 
were  overaggressive  in  our  plan- 
ning." Through  layoffs,  streamlin- 
ing, restored  profitability.  Bought 
in  50%  of  debt.  World's  largest  pro- 
ducer of  jeans,  revenues  still  grow- 
ing: $2.9  billion.  If  cashed  out  now 
might  net  $600  million. 
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Father  and  children.  Dart  Group 
(retailing,  real  estate,  greenmail). 
Washington,  D.C.  Herbert:  68. 
Married  (beautician  wife  a  Dart 
Group  vp),  3  children.  Son  of  phar- 
macist, began  with  neighborhood 
drugstore  1954.  Early  discounting 
pioneer:  Developed  own  shopping 
centers  (family-owned  Combined 
Properties)  when  frozen  out  of  ex- 
isting malls.  Sold  77-store  chain 
1984  to  management  group  for 
$160  million.  Profit  for  his  nomi- 
nally public  Dart  Group:  $75  mil- 
lion. Dart  owns  52.4%  Crown 
Books,  66%  Trak  Auto.  Vehicle  for 
takeover  attempts  (Federated,  May 
Dept.  Stores,  Supermarkets  Gener- 
al, Dayton  Hudson,  etc.);  reportedly 
nade  S 130  million  selling  stock 
back  to  companies.  Latest:  Zayre 
Corp.  and  a  $55-per-share  bid  for 


Kroger  Co.  countered  by  a  $58.50 
bid  by  Kohlberg  Kravis  Roberts  & 
Co.  Herbert  paid  $1.7  million  for 
Embassy  Row  (D.C.)  English  Tudor 
mansion,  razed  to  build  a  "mini- 
Versailles."  Son  Robert:  35.  Mar- 
ried, 1  son.  President  Dart,  ceo 
Crown  Books.  Harvard  Business 
School  grad.  At  24  launched  Crown 
(now  over  200  discount  book 
stores).  Brother  Ronald,  29,  runs 
Combined  Properties.  Sister  Linda, 
37,  exec,  vp  Dart's  financial  arm. 
Combined  fortune  exceeds  $400 
million. 


aliue<n6vaMd 

Batesville,  Ind.  et  al.  Descendants 
of  John  A.  Hillenbrand,  grandson  of 
German  immigrant,  went  from 
lumber  to  casket  industry  turn  of 
the  century;  bought  bankrupt  cof- 
fin co.  1906.  Invention  of  gasketed 
closure  mechanism  enabled  mass 
marketing  of  airtight,  waterproof 
metal  caskets  post  WWII.  Began 
Hill-Rom  Co.  (hospital  furniture) 
1928;  invented  electric  hospital 
bed.  Today  Hillenbrand  Industries 
synergistic:  leading  manufacturer 
of  burial  caskets  as  well  as  electri- 
cally operated  hospital  beds.  Also: 
American  Tourister,  Medeco  Secu- 
rity Locks,  SSI  Medical  Services; 
1987  sales:  $725  million.  Low  debt 
leaves  cash  for  acquisitions,  expan- 
sion. Stock  more  than  recovered 
from  1987  crash  damage;  family's 
62%  worth  $690  million. 
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Pasadena.  Joseph  Hixon  ensured 
family  fortune  with  major  invest- 
ment in  AMP  stock;  by  1959  held 
45%  of  company  that  makes  cru- 
cial connectors  for  electronics  in- 
dustry, computers.  AMP  now  has 
about  18%  of  world  market.  Well 
favored  on  Wall  St.,  institutions 
hold  74%  of  stock.  Current  genera- 
tion merged  family  firm,  Midland 
Investment,  into  AMP  1981.  Jo- 
seph's son  Frederick  (d.  1978)  set- 
tled in  San  Antonio,  invested  in 
ranches,  oil.  Another  son,  Alexan- 
der (AMP  director  until  1987),  lives 
in  Pasadena,  travels,  golfs  (wife  Ad- 
elaide sponsors  women's  golf  tour- 
naments). AMP  holdings,  if  re- 
tained, now  worth  over  $630 
million. 
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GE  Plastics  and 
Borsr-Warner  Chemicals: 

%  New  World  of 
Engineering  Materials. 


ur  acquisition  of  Borg- Warner  Chemicals 
d  its  ABS  technology  expands  our  capability 
meet  world  demand  for  high-performance 
iterials. 

GE  Plastics'  leadership  in  technology  for 
gineering  polymers,  silicones  and  superabrasives 
Is  already  made  us  the  global  source  for  high- 
'rformance  materials  in  an  ever-widening  range 
'markets:  automotive,  packaging,  appliances, 
jmputers,  communications  systems,  construction, 
Metrical/electronics,  toolmaking,  medical,  aero- 
ice,  housing.  This  total  worldwide  demand  is 
Ejected  to  account  for  nearly  $3  billion  in  sales 
(  GE  Plastics  products  in  1988. 

Now,  with  the  recent  acquisition  of 
Jrg-Warner  Chemicals,  GE  Plastics  has  become 
'  global  source  for  the  most  complete  high- 
)  "formance  materials  offering  in  the  industry. 
i  addition  to  our  many  engineering  polymers 
\  h  as  LEXAN®,  NORYL®  and  VALOX®  resins, 
uji  high-performance  silicones  and  super- 
tlasives,  GE  now  offers  the  world's  best-selling 
^S  resin-CYCOLAC®  ABS. 


GE  Plastics  sales  offices  operate  in  18 
countries  on  five  continents— with  agents  and 
distributors  in  35  additional  countries.  Our 
products  are  manufactured  on  five  continents. 
Technical  centers  in  nine  countries  bring  together 
customers  and  plastics  specialists  to  test  products, 
solve  problems,  develop  new  applications. 

As  the  worldwide  demand  for  high- 
performance  materials  continues  to  grow, 
GE  Plastics'  global  role  is  growing,  too— not  only 
as  a  supplier  of  quality  products,  but  also  as 
an  innovator  in  the  technology  which  creates 
new  opportunities  all  over  the  world. 

For  more  information  on  GE  Plastics  call, 
(800)  845-0600. 

•LEXAN,  NORYL,  VALOX  and  CYCOLAC  are  registered  trademarks  of 
General  Electric  Company  or  affiliates. 


GEPIastics 


ACT  NOW!  IT'S  HAZEL 
TRADE-IN  DAYS 

Save  15%  on  your  Hazel  purchases. 


There's  never  been  a  better 
time  to  trade-in  (or  trade- 
up)  your  worn-out  busi- 
ness accessories.  Replace 
them  now  with  beautiful, 
gift-quality  Hazel  prod- 
ucts —  and  you'll  collect 
an  immediate  15%  rebate 
at  the  cash  register. 

1 1988  Atapco  Office  Product!  I 


Offer  applies  to  Hazel 
purchases  from  Oct.  1 
through  Dec.  31,  1988. 
Look  for  the  Hazel  Trade- 
In  Days  display  wherever 
fine  office  products  are  sold. 

HAZEL" 


Coming,  N.Y.  Descendants  of 
Amory  Houghton,  started  Corning 
Glass  Works  1851;  produced  first 
glass  light  bulbs  for  Thomas  Edison 
1879.  Acquired  Steuben  Glass; 
opened  "swank"  gallery  during  De- 
pression. Company  history  as  great 
innovator  (glass  bulbs,  tv  tubes,  fi- 
ber optics,  medical  instruments, 
biotechnology).  Fifth  generation 
now  dominates  company,  ceo 
James  wants  "not  just .  .  .  uncom- 
promising quality" — out  to  make 
company  "leaner,  more  focused." 
Requires  all  employees,  even  fac- 
tory workers,  to  take  statistics 
course  to  increase  efficiency.  Cor- 
ning's  1987  revenues  over  $2  bil- 
lion. Aggregate  family  stockhold- 
ings worth  $400  million. 
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NYC  area  and  Santa  Fe,  N.M. 
Princeton  grad  Henry  Hamilton 
Hoyt  left  import-export  business  to 
join  father-in-law's  Carter  Medi- 
cine Co.,  maker  of  Carter's  Little 
Liver  Pills,  1929.  Hoyt  anonymous- 
ly bought  control  so  he  could  cut 
dividends,  develop  products.  "I  be- 
lieved in  the  axiom  that  a  business 
cannot  stand  still.  It  either  grew  or 
disappeared  behind  its  more  enter- 
prising competitors."  Retained 
NYC  chemist  John  Wallace  to  de- 
velop deodorant/antiperspirant;  in- 
troduced Arrid  1935;  Nair  1940; 
Rise  shaving  cream  1949.  First  ethi- 
cal drug  product:  Miltown  tranquil- 
izer, 1955.  Health  care,  including 
laxatives,  analgesics,  antibiotics, 
now  47%  sales.  Dropped  "Liver" 
from  name  of  pills  after  1 7-year  suit 
led  to  Supreme  Court  decision 
1959.  Added  Pearl  Drops  tooth  pol- 
ish 1971,  Trojan  condoms  1985. 
Henry  Sr.,  93,  now  retired.  Hoyt 
family's  58%  stock  worth  $330 
million. 
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Oil.  Dallas.  Three  sons  by  first  mar- 
riage of  oil  baron,  bigamist  H.L. 
Hunt  < see  also  Margaret  Hill,  Caroline 
Hunt,  Ray  Lee  Hunt),  who  used  poker 
winnings  to  buy  untapped  east  Tex- 
as oilfields  |d.  1974);  considered 
world's  richest  man  1960s.  Sons 
born  speculators;  attempt  to  comer 
silver  market  exploded  1980. 
Forced  to  sell  major  holdings  in 
$1.1     billion    Federal    Reserve-ar- 
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THE  NEW  P/E  RATIO 


A  strange  way  to  measure  a  company? 
Not  really. 

These  days  the  push  to  improve 
the  bottom  line  has  put  new  pressures 
on  the  way  companies  behave. 

To  the  point  where  some  have 
the  idea  that  higher  profits  and  ethical 
behavior  are  mutually  exclusive. 

Of  course,  this  isn't  true.  Nor  has  it 
ever  been. 

This  "new"  P/E  Ratio  simply 
reaffirms  the  proven  axiom  that . . . 

Good  conduct 
is  good  business. 

By  voicing  a  clear  code  of  conduct 
from  the  top,  a  company  can  eliminate 
misunderstanding  and  clarify  the 
responsibilities  or  each  employee. 
Taking  the  lead  in  this  way  will 
raise  morale  and  productivity,  while 
reducing  the  potential  for  fraud  and 
legal  jeopardy. 


CPAs  who  are  members  of  the 

American  Institute  of  CPAs 

know  the  value  of  a 

rigorous  ethical  code. 

They  work  for  companies  of  all  sizes, 
as  managers,  accountants, 
independent  auditors  and  consultants. 
In  fact,  a  Louis  Harris  poll  named  CPAs 
the  most  ethical  of  all  professionals. 

The  leaders  of  the  accounting 
profession— members  of  the  AICPA— 
recently  voted  to  strengthen  their 
Code  of  Professional  Conduct  even 
further.  The  new  code  defines  proper 
conduct  in  terms  of  integrity, 
objectivity  and  independence— 
all  to  protect  the  public  interest. 

Members  of  the  AICPA  believe 
that  every  company  should  have  an 
ethics  code.  Not  to  limit  profits,  but  to 
enhance  them. 

The  measure  of  excellence. 


AICPA 


AMERICAN  INSTITUTE  OF  CERTIFIED  PUBLIC  ACCOUNTANTS 

1211  Avenueof  the  Americas,  New  York.  NY  10036-8775 


IN  AN  INCREASINGLY  COMPLEX  WORLD,  AICPA  MEMBERS  - 
MORE  THAN  260,000  CPAs  IN  PUBLIC  PRACTICE,  INDUSTRY,  GOVERNMENT  AND  EDUCATION 

PROVIDE  QUALITY  SERVICE  IN  THE  PUBLIC  INTEREST. 


ranged  bailout  Subsequent  oil 
pate  I  own  jewel  Plac- 

id Oil  in  Chapter  il  1986,  drilling 
arm  Pernod  in  default.  Nelson  (Big 
Bunk)  Bunker,  62,  nondrinking 
gambler,  John  Bircher.  William 
Herbert,  59,  oversees  real  estate  in- 
terests now  severely  in  hock.  Has 
father's  contempt  for  high  living, 
was  seen  in  2-hour  gas  line  waiting 
patiently  during  1979  crisis.  Lamar, 
56,  cofounded  American  Football 
League  at  26;  owns  Kansas  City 
Chiefs,  two  amusement  parks 
("Worlds  of  Fun").  Rides  subway 
when  in  NYC.  lust  after  presenting 
plans  for  a  $1.2  billion  bankruptcy 
settlement,  brothers  hit  with  $134 
million  judgment  from  silver  deba- 
cle (now  being  appealed),  net  of 
which  believed  worth  over  $600 
million,  but  Nelson,  Herbert  filed 
Chapter  1 1  again  in  September,  this 
time  personally. 
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Office  furnishings.  Grand  Rapids, 
Mich.  Peter  Wege  (d.  1947),  sheet- 
metal  craftsman  and  holder  of  six 
patents,  had  idea  for  fireproof 
metal  office  furniture;  launched 
own  firm  1912.  Instant  success 
with  first  metal  wastebasket. 
Prospered  in  1920s,  survived  De- 
pression (worked  longtime  em- 
ployees part  time  to  keep  them). 
In  1934  co.  patented  modern-day 
suspension  file  cabinet.  Changed 
name  to  Steelcase  1954.  Henry 
Idema  (d.  1951)  one  of  original 
investors;  David  Hunting  (now 
96)  joined  later,  bought  other  in- 
vestors' interests.  Henry's  son 
Walter  set  up  tight  financial  con- 
trol; daughter  Mary  married  cur- 
rent ceo,  Robert  Pew,  65  (of  Pew 
family,  which  see).  Hunting  be- 
came sales  chief.  Policies — tight 
controls,  quality  design,  aggres- 
sive marketing,  exclusive  dealer- 
ships (over  500  today),  good  pay 
and  benefits  in  nonunion  shop — 
made  Steelcase  biggest  name  in 
office  furniture  (fiscal  1988  sales 
$1.6  billion,  about  22%  of  mar- 
ket). Almost  all  Steelcase  stock 
held  by  descendants  of  these  three 
men.  Shared  fortune  from  Steel- 
case far  exceeds  $1.2  billion. 
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Inheritance,  fohnson  &.  Johnson. 
Six  children  of  John  Seward  John- 
son (d.  1983).  Court  battle  with 
Johnson's  third  wife  Barbara  Pia- 
secka  Johnson  (which  see)  settled 
out  of  court.  J.  Seward  Jr.  received 
$12  million,  others  $5.9  million 
from  estate.  In  addition,  each  child 
got  trust  1944;  today,  if  intact,  each 
would  be  worth  $110  million.  Not 
all  intact.  Mary  Lea  Johnson  Rich- 
ards: NYC.  62.  Coproducer  with 
husband  Martin  of  Broadway  hits 
(22  Tonys  so  far)  and  movies  (Fort 
Apadx,  the  Bronx;  Tlye  Shining:  etc./ 
Her  children  taking  her  to  court; 
claim  she  invaded  trust  for  $3  mil- 
lion a  year  over  last  several  years. 
1986  settlement  plus  remaining 
trust  assets  worth  $76  million. 
Elaine  Johnson  Wold:  Boca  Raton, 
Fla.  61.  Husband,  nonpracticing 
ophthalmologist,  handles  their  in- 
vestments. Worth  $97  million.  J. 
Seward  Johnson  Jr.:  Princeton,  N.J. 
58.  Sculptor  (specializes  in  life-size 
groups — gets  up  to  $45,000  for  one 
of  his  works).  Received  largest  set- 
tlement, including  Cape  Cod 
house,  but  invaded  trust;  worth  $44 
million.  Diana  Firestone:  Water- 
ford,  Va.  56.  With  husband,  raises 
Thoroughbreds;  1980  Kentucky 
Derby  winner  with  Genuine  Risk. 
Worth  $73  million.  Jennifer  John- 
son: Jacksonville,  Fla.,  NYC.  47. 
Photographer  and  gallery  owner  in 
partnership  with  brother  James. 
Her  trust  virtually  intact,  worth 
over  $121  million.  James  Johnson: 
Oldwick,  N.J.,  East  Hampton,  N.Y. 
43.  Operates  New  Jersey  farm;  also 
an  accomplished  painter  (oils,  rep- 
resentational). His  trust,  virtually 
intact,  worth  over  $121  million. 
Visible  total  over  $530  million. 
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Retailing,  publishing.  Origin:  Bos- 
ton. With  a  dollar  as  capital,  14- 
year-old  Eben  Jordan  left  Danville, 
M  in  1836;  headed  for  Boston. 
Worked  as  farmhand,  errand  boy. 
At  29  iwith  partner  Ben  Marsh) 
rounded  Jordan  Marsh  1851  (later 
sold  to  Allied  Stores).  Along  the 
way  ii  vested  heavily  in  Boston 
Globe  Prominent  among  Jordan 
heirs:  Dorothy  (Mrs.  Randolph  A.) 
Kidder,   her  2  children.   Husband 


ambassador,  briefly,  to  Cambodia 
1964.  She  is  beneficiary  of  about 
one-third  of  Jordan  trust.  Its  assets 
now  primarily  28%  ownership  of 
Affiliated  Publications.  Trust  ends 
1996.  New  Class  B  voting  shares 
should  ensure  control  of  AP  re- 
mains with  Taylor  family  (which 
see)  if  Jordans  want  to  sell  out.  For- 
tune exceeds  $550  million. 


JrCell&u 

Honolulu.  Roy  Cecil  Kelley  landed 
in  Hawaii  1929  after  USC  architec- 
ture study.  Glimpsed  Waikiki's  fu- 
ture as  middle-class  "tourist  fac- 
tory." Designed  hotels,  borrowed 
$10,000  to  construct  six-unit  house 
1933.  Built  first  hotel  1947:  no 
frills,  low  rates,  high  occupancy: 
"An  empty  hotel  room  is  an  oppor- 
tunity lost  forever."  Expanded 
steadily  into  23-hotel,  over  8,000- 
room  Outrigger  chain,  now  largest 
in  Hawaii.  Roy,  83,  retired;  compa- 
ny managed  by  son  Richard,  54, 
Harvard-trained  as  pathologist. 
Daughter,  several  grandchildren, 
in-laws  also  in  business.  Added  2 
hotels  1986,  began  managing  others 
(first  management  contract  signed 
1988),  claims  substantial  debt. 
Combined  fortune  (including  Roy's 
stock  portfolio,  other  real  estate)  at 
least  $500  million. 
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Boston  origin.  Son  of  middle-class 
Boston  Irish,  Joseph  P.  Kennedy 
boasted  he  would  make  a  million 
by  age  35,  borrowed  to  take  over 
bank  age  25 ;  played  stock  market, 
sold  out  before  Crash  on  shoeshine 
boy's  tip;  later,  as  first  head  of  SEC, 
outlawed  tactics  that  made  him 
rich.  Married  daughter  of  Boston 
Mayor  John  F.  (Honey  Fitz)  Fitzger- 
ald 1914;  ambassador  to  Court  of 
Saint  James's  for  FDR.  Some  of  9 
children  carried  on  political  dynas- 
ty: John  F.,  senator,  President;  Rob- 
ert F.,  senator,  Attorney  General; 
Edward  M.,  senator.  In  third  gener- 
ation Joseph  P.  Kennedy  II  has  Tip 
O'Neill's  old  House  seat;  cousin 
Patrick  has  R.I.  House  seat.  Joe  Sr. 
died  1969,  left  trusts,  real  estate 
(including  Chicago  Merchandise 
Mart),  oil  and  gas  interests,  stocks 
managed  by  family's  Park  Agency 
estimated  over  $600  million. 
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©  1988  British  Airways 


BEAT  THE 

COMPETITION 

OVERSEAS. 


here  are  those  who  still  see  flying  Concorde  as  an  indulgence.  But  at  twice  the  speed  of  sound,  it  may  be  more 
ppropriate  to  view  it  as  simply  a  terrific  head  start.  One  that  saves  you  3  hours  from  New  York,  3  hours  and  25 

I  linutes  from  Washington,  and  2  hours  and  15  minutes  from  Miami.  Think  of  all  those  hours  as  billable,  and  you'll  RR  |T|SH  Al  RWAYS 

;  -alize  Concorde  does  more  than  let  you  beat  your  competition  on  the  way  to  Britain.  It  also  lets  you  beat  them  on  the  . _ Jz 

■  ottom  line.  The  world's  favourite  airline.'  jjr 
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Short  Hills,  N.J.,  NYC,  Calif.,  etc. 
Charles  King  (d.  1972),  pioneer  ra- 
dio syndicator  1930s;  hit  by  advent 
of  television;  formed  tv  syndicator 
King  World  Productions  1964.  Sons 
Roger,  Michael  took  over,  hit  jack- 
pot early  1980s  buying  rights  to 
Wheel  of  Fortune,  Jeopardy! — total 
1987  revenues:  $240  million.  Also 
Oprah  Winfrey  Show.  Michael:  "I'd 
rather  be  lucky  than  smart;  get 
them  both  and  it's  outrageous." 
Four  siblings  hold  nearly  10%  King 
World  stock  apiece:  Roger,  44, 
chairman;  Michael,  40,  ceo;  Diana, 
39,  vp;  Richard,  47.  Sister  Karen 
quit  1986,  her  reduced  stake  now 
5%.  Eldest  brother  Robert  sold  out 
for  $1.7  million  before  company 
went  public  1984.  Roger  sentenced 
1987:  two  years'  probation  on  auto 
theft,  cocaine  charges;  entered  alco- 
hol treatment  center.  King  World 
bought  Buffalo  tv  station  for  $100 
million.  Family  worth  over  $300 
million. 


*f 


King  Ranch,  Tex.  Richard  King,  Rio 
Grande  steamboat  captain,  bought 
Spanish  land  grants  south  Texas 
1850s.  Robert  Kleberg  beat  him  in  a 
lawsuit;  married  his  daughter.  Bob 
Jr.  sold  drilling  rights  to  Humble 
Oil  (now  Exxon)  1933;  first  wildcat 
strike  1945.  Annual  royalties  hit 
$100  million  in  early  1980s.  Now 
one-third  that.  Oil  profits  put  into 
ranching.  Developed  high-bred, 
humpbacked  Santa  Gertrudis  cows, 
now  40,000  head  on  an  825,000- 
acrc  ranch  (bigger  than  Rhode  Is- 
land). Also  Fla.  farm,  Ky.  horse 
farm,  Australia  ranch.  Since  1984 
hard  times  in  oil  and  cattle  have 
driven  traditionally  paternalistic 
family  to  cut  no  of  employees  dras- 
tically. This  year  tirst  nonfamily 
board  appointed,  headed  by  Darwin 
Smith  of  Kimberly-Clark.  About  60 
heirs.  Despite  drought,  total  assets 
believed  worth  $1  billion 
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Kohlcr,  Wis.  origin  lohn  M.  kohler 
bought  iron  foundry  1873;  enam- 
eled a  hog  scaldcr  and  sold  to  local 
farmer  for  1  cow,  14  chickens.  Ex- 
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panded  to  sinks,  toilets,  etc.  Son 
Walter  pioneered  color-coordinated 
fixtures  1920s;  Wisconsin  governor 
1929-31.  Grandson  Walter  Jr.  also 
governor  (1951-57).  Founder's 
grandson,  Herb  Jr.,  49,  current  fam- 
ily leader,  company  pres.  and  chair- 
man. After  brief  stage  career, 
worked  throughout  company,  took 
over  1972.  Natural  at  marketing:  "I 
felt  we  could  change  the  whole 
function  of  the  bathroom  and  make 
it  stimulating,  possibly  even  so- 
cial." Last  year  broke  new  barrier: 
"It  took  us  114  years  to  reach  $1 
billion  in  net  sales  and  $50  million 
in  net  income.  The  next  plateau 
should  come  a  bit  sooner."  Family 
worth  at  least  $460  million. 
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NYC  area.  Heirs  of  Sylvan  Law- 
rence, whose  great -grandparents 
planted  roots  of  NYC  real  estate 
empire  1860s.  Sylvan  flirted  with 
college  twice,  sold  bikes  for  father- 
in-law  NYC.  Drugstore  soda  jerk 
1946;  big  brother  Seymour  Cohn 
(which  sec)  asked  him  to  join  family 
real  estate  firm.  Bros,  gradually 
made  own  deals,  Seymour  put  firm 
in  Sylvan's  name  as  lucky  charm; 
built  large  lower  Manhattan  office 
empire,  at  peak  some  12  million  sq. 
ft.  Seymour:  "Being  brothers  we 
had  a  tremendous  edge.  We  went  to 
work  together,  we  came  home  to- 
gether. We  always  worked  Satur- 
days. Sundays  we'd  talk  real  es- 
tate." Sylvan  battled  cancer;  after 
death  1981,  co.  sold  many  proper- 
ties for  $600  million,  kept  4  NYC 
buildings.  Seymour:  "I  never 
looked  at  it  as  if  we  were  two  peo- 
ple. We  were  one."  Sylvan's  heirs' 
interest  at  least  $460  million. 


////// 


Indianapolis  et  al.  Descendants  of 
Col.  Eli  Lilly,  Civil  War  vet  who 
opened  chemist's  shop  downtown 
Indianapolis  1876,  after  disastrous 
cotton  farming  attempt  in  Miss. 
Lilly's  laboratory  had  4  employees. 
Son  Josiah  K.  took  over  1901. 
Grandsons  Eli,  J.K.  Jr.  turned  Lilly 
into  major  drugmaker,  1987  reve- 
nues $3.6  billion.  Introduced  first 
commercial  insulin  1920s;  barbitu- 
rates 1930s;  encouraged  early  pro- 
duction of  antibiotics  1940s;  Salk 


polio  vaccine  1950s;  marketed  first 
drug  based  on  gene-splicing  tech- 
nology (Humulin)  1982.  Diversified 
into  medical  equipment,  agricul- 
tural chemicals,  animal  health 
products,  cosmetics  (Elizabeth  Ar- 
den,  sold  1987).  Lawsuits:  Oraflex, 
DES,  Darvon  1970s-80s.  Estab- 
lished $2  billion  charitable  trust  for 
Indiana  educational,  religious, 
black  institutions.  No  Lillys  now 
in  top  management;  only  2 
branches,  some  10-15  members, 
share  fortune  worth  $1.2  billion  if 
co.  stock  still  held. 


<=ZsuKe<i 


Florida,  New  Orleans  et  al.  Descen- 
dants of  Dr.  Howell  Tyson  Lykes  (d. 
1907).  Gave  up  medicine  to  become 
Florida  rancher  1870s  when  inher- 
ited 500  acres  near  Brooksville.  Ac- 
quired more,  with  his  7  sons 
amassed  fortune  raising,  shipping 
cattle  to  Cuba.  Moved  to  Tampa 
1895;  expanded  to  other  regions, 
branched  into  shipping  1940s. 
Lykes  Corp.  added  insurance, 
banks,  real  estate,  citrus,  steel. 
Merged  with  LTV  Corp.  1978;  es- 
caped mostly  unscathed  from  fam- 
ous LTV  crash  1986.  Bought  back 
steamship  line  1983:  "Like  losing  a 
member  of  the  family."  Own  60% 
Glades  County,  other  Fla.  proper- 
ties (350,000  acres)  plus  large  Texas 
ranch.  Great-grandson  Thompson 
Lykes  Rankin,  48,  heir  apparent. 
Some  200  family  members  share 
empire  worth  at  least  $900  million. 


/U/c 


NYC  and  Long  Island,  N.Y.  Heirs  of 
Russian  immigrant  Philip  Mack, 
who  founded  turn  of  the  century 
construction/demolition  co.;  son 
H.  Bert,  and  H.  Bert's  sons,  built 
Mack  Co.  into  pioneer  suburban 
commercial  development:  industri- 
al sites  N.J.  Meadowlands  1960s, 
office  parks  1970s.  Now  over  11 
million  sq.  ft.  industrial  space,  5 
million  sq.  ft.  office.  Also  projects 
Tampa,  Fla.,  N.J.  and  Ariz.;  some 
venture  capital  plays.  Moved  on 
Wall  Street  1980s:  backed  Paul  Bil- 
zerian  in  1986  Hammermill  Corp. 
bid,  profit  to  Bill,  Earle  and  Bilzer- 
ian  $58  million;  Arkansas  Best 
1988.  With  partner,  reportedly  of- 
fered $80  to  $85  million  for  Eddie 
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How  the  Masters  of  the  Universe 
overcame  the  attack  of  the  Deutschemarks. 


When  a  new  toy  sets  out  to  conquer  the 
world,  its  timing  must  be  right.  Its  price- 
point  must  be  perfect.  There  is  no  mercy  from 
the  marketplace. 

So  when  the  Masters  of  the  Universe 
invaded  Europe.  Mattel  Inc..  like  a  lot  of  smart 
companies,  locked  in  some  key  currency 
exchange  rates  in  advance  -  at  the  Chicago 
Mercantile  Exchange. 

And  when  the  Deutschemarks  rose  up 
against  them.  Mattel  was  able  to  hold  its 
ground. 


It  pays  to  take  control  of  as  many  sources 
of  risk  as  possible. 

The  Chicago  Mercantile  Exchange  lists 
futures  and  options  on  Deutschemarks.  yen. 
Swiss  francs.  British  pounds  and  Canadian  and 
Australian  dollars. 

Soon,  the  CME  will  trade  all  these  cur- 
rencies nearly  24  hours  a  day  Afterhours 
trades  will  be  through  GLOBEX™  -  the  world- 
wide, computer-based  electronic  marketplace. 

Look  into  the  futures  and  the  options  at  the 
CME.  We  help  smart  businesses  manage  risk. 


I 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetar\  Market*  Index  and  Option  Market 

The  Exchange  of  Ideas  « 

1-800-331-3332  (US)     01-920-0722  (Europe)     03-595-2251  (Pacific) 
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Chiles'  Texas  (baseball)  Rangers 
1988.  Brothers  William,  Earle,  Da- 
vid, Fred  run  Mack  Co.;  worth  at 
least  $500  million. 


Shaker  Heights,  Lyndhurst,  Ohio. 
Premier  Industrial  Corp.  Three 
brothers,  Jack,  76,  Joseph,  74,  and 
Morton,  67,  pooled  $900  in  1940  to 
buy  uncle's  auto-parts  shop.  Found 
lucrative  market  niche  for  nuts, 
bolts  and  obscure  auto  parts  to  low- 
volume,  high-paying  customers. 
Went  public  1960.  Now  leading  dis- 
tributor electronic  components, 
maintenance  products.  Steadily 
growing  business  grossed  $459  mil- 
lion 1987.  Chairman  Mort:  "Our 
destiny  is  for  Premier  to  be  a  multi- 
billion-dollar,  multinational  com- 
pany." Private,  civic-minded,  chari- 
table. Support  Cleveland  rejuvena- 
tion. Brothers'  40%  of  Premier  plus 
other  holdings  greatly  exceed  $550 
million. 
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Sacramento,  Calif,  et  al.  Descen- 
dants of  James  McClatchy,  Irish 
immigrant  reporter  for  Horace 
Greeley's  New  York  Tribune  Helped 
start  Sacramento  Bee  1857;  later 
bought  by  family.  Grandson  Carlos 
added  Fresno  Bee,  Modesto  Bee;  died 
young.  Granddaughter  Eleanor  (d. 
1980)  took  over  1936.  Used  papers 
for  political  purposes,  shunned 
publicity,  built  wall  around  her 
home:  "I'm  content  to  have  people 
think  I  live  in  a  cave  and  wear 
horns."  Her  nephews  Charles  Ken- 
ny (C.K.),  61,  and  James,  67,  now  in 
charge;  also  liberal  but  not  a  politi- 
cal force.  Bought  floundering  An- 
chorage Daily  News  1979,  now 
crushing  competitor.  Took  co.  pub- 
lic 1988.  Eight  family  members 
control  99%  of  vote  through  exclu- 
sive Class  B  stock  worth  over  $400 
million. 


{(/Jo,,,,?// 


St.  Louis.  Family  of  James  .';    Mc- 
Donnell Jr.,  founder  of  McDonnell 
Aircraft  Corp.  1939.  "Mr.  Mac' 
cinated    with    paranormal,     ea 
fighter  planes  named  Devil,  Voo- 
doo and  Phantom.  Designed,  built 


Mercury  space  capsule  used  for 
John  Glenn's  earth  orbit.  Merged 
with  Douglas  Aircraft  1967.  Died 
1980;  nephew  Sanford  succeeded  as 
chairman.  "Sandy"  retired  March, 
succeeded  by  James'  son  John  F.,  50. 
James  III,  51,  vp.  McDonnell  Doug- 
las today  nation's  largest  military 
contractor:  68%  of  $13.3  billion 
sales  (1987).  Leader  in  fighter  air- 
craft; also  makes  commercial  jet- 
liners, missiles,  space  systems.  De- 
veloped MD-11,  new  long-range 
transport  aircraft.  Lately,  govt,  cut- 
backs, competition,  Justice  Dept. 
fraud  and  bribery  investigation. 
John:  "We  are  not  aware  of  any  im- 
proper conduct."  McDonnell  fam- 
ily stock,  other  assets  worth  at  least 
$350  million. 


//</, 
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NYC  et  al.  Founder  James  H. 
McGraw,  schoolteacher,  hawked 
magazine  subscriptions  on  the  side, 
1880s.  In  exchange  for  back  pay, 
took  stake  in  sick  railroad  publica- 
tion; revived  it.  By  late  1920s 
owned  20  magazines  and  book 
business.  McGraw-Hill  now  $1.8 
billion  (sales)  information  con- 
glomerate: magazines,  4  tv  sta- 
tions, Standard  &  Poor's,  informa- 
tion systems.  Major  textbook  and 
trade  journal  publisher.  Grandson 
Harold  W.  Jr.,  70,  joined  as  book 
salesman  1947.  Fended  off  $1  bil- 
lion takeover  by  American  Express 
1979.  Retired  April  1988.  Wants 
son  Harold  W.  HI  (Terry),  38,  who 
runs  financial  services  division,  to 
take  over  some  day.  Still  takeover 
target:  one  of  few  independent  pub- 
lishers left,  run  by  outsider.  At  least 
30  scattered  descendants  share 
20%  McGraw-Hill  and  other  hold- 
ings worth  around  $635  million. 


.   /lead 


Consolidated  Papers.  Wisconsin 
Rapids,  Wis.  George  W.  Mead  left 
Illinois  furniture  store  for  Grand 
Rapids  1902  to  settle  affairs  of  de- 
ceased father-in-law;  ran  hydroelec- 
tric, paper  conglomerate  until  qual- 
ified paperman  found.  Stayed  59 
irs;  built  first  electrically 
powered  paper  machines;  turned 
profits  back  into  co.;  died  1961.  Son 
Stanton,  now  88,  modernized  co. 
during  presidency  (1950-66);  con- 


servation, forestry  philanthropist, 
retired  1966.  Grandson  George  n, 
61,  worked  around  company  14 
years  before  presidency;  later  chair- 
man. Company  sales  for  1987:  $743 
million,  high-grade  magazine  pa- 
per. Still  have  first  account,  also 
Forbes'.  "We  have  no  strategy  here, 
no  grand  design."  At  least  80  family 
members  share  41%  worth  over 
$800  million. 


lyfleUow, 

The  Plains,  Va.;  Ligonier,  Pa.  Heirs 
of  Ailsa  Mellon  Bruce  (daughter  of 
Andrew  Mellon)  and  Richard  King 
Mellon.  Ailsa's  grandchildren  re- 
cipients of  generous  trusts.  Their 
parents,  Audrey  Bruce  (Ailsa's 
daughter)  and  Stephen  Currier,  died 
in  Bermuda  Triangle  plane  crash 
1967.  Maternal  grandfather,  David 
K.E.  Bruce,  ambassador  to  four 
countries;  Congress  adjourned  on 
wedding  day,  1929.  Ailsa  died  1969. 
Grandson  Michael,  27,  active  in 
family  investments  for  himself  and 
sisters  Andrea  C.  Patterson,  32,  and 
Lavinia,  31.  Richard  King  Mellon 
branch:  grandson  of  Judge  Thomas 
Mellon  (d.  1908),  R.K.  dominant 
businessman  in  family  ("I  hire 
company  presidents")  from  1930s 
to  death  1970.  Son  Seward  (Pross) 
director  Mellon  Bank,  president 
family  investment  firm,  Richard  K. 
Mellon  &.  Sons.  Brother  Richard 
tried  banking,  switched  to  conser- 
vation, oceanography;  chairman 
Richard  King  Mellon  Foundation. 
Sister  Cassandra  Milbury  active 
philanthropy,  public  affairs.  Com- 
bined net  worth,  including  trusts, 
of  these  two  families  should  exceed 
$1.2  billion.  (See  also  other  Mellons, 
May,  Scaife.) 
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Murphy  Oil  Corp.  El  Dorado,  Ark. 
Banker  Charles  Sr.  (d.  1954)  ac- 
quired land,  timber,  struck  oil  1907 
in  La.  Son  C.H.  Murphy  Jr.  started 
own  oil-producing  co.  at  16  with 
$5>000  from  grandfather,  took  over 
for  ailing  father  at  21,  went  public 
1956.  Studied  classics  at  home:  "I 
don't  care  a  thing  about  business 
schools.  They  don't  teach  people  to 
think.  You  get  that  from  the  clas- 
sics." Built  integrated  co.  with  intl. 
refineries  and  reserves.  Recent  im- 
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How  Leaseway  helps  maj or  auto  manufacturers 
reduce  costs  through  integrated  logistics. 

With  the  continual  need  to  reduce  costs  and  improve  productivity,  auto  manufacturers  are  looking  for  innovative  approaches  to 
integrated  logistics  concepts. 

Case  in  point.  The  inbound  transportation  and  distribution  of  parts  from  auto  suppliers  to  assembly  plants  has  become  very  costly 
and  increasingly  difficult  for  auto  manufacturers  to  manage. 

The  solution.  Working  with  plant  personnel  and  suppliers,  Leaseway  designs  integrated  systems  utilizing  dedicated  orderly  pickup  on 
a  just-in-time  basis.  Production  requirements  are  defined,  and  optimum  routing  and  scheduling  for  the  transportation  of  materials  are 
determined  through  logistical  analysis  and  technology.  Parts  are  consolidated  on 
the  truck  and  timed  to  arrive  when  actually  needed. 


Shipments  can  be  delivered  directly 
to  the  plant  on  a  single  truck,  through 
a  relay  system  with  alternating  drivers, 
or  by  an  intermodal  system  involving 
truck  and  rail.  Electronic  data  inter- 
change capabilities  make  it  possible  for  information  to  parallel  the  movement  of  materials. 

The  result.  By  integrating  all  elements  in  the  supply  chain,  auto  manufacturers  can  realize  significant 
cost  savings  and  productivity  improvements. 

Inventory  costs  are  reduced.  So  are  costs  for  premium  freight,  in-plant  storage  space  and  material  handling. 
Productivity  is  improved  through  balanced  trailer  arrival  schedules  and  timely  receipt  of  data  for  each 
inbound  shipment. 

The  conclusion.  In  addition  to  providing  a  full  range  of  transportation  and  distribution  services  for  auto 
manufacturers  such  as  General  Motors,  Ford,  Chrysler,  Mazda,  Toyota,  and  Mercedes-Benz,  Leaseway  also 
works  with  hundreds  of  companies  in  a  variety  of  industries.  If  you're  looking  for  ways  to  reduce  costs  and 
improve  productivity  in  your  business,  we  can  help  with  our  innovative  and  integrated  logistics  concepts. 


Helping  your  business.  Leaseway  will  analyze  your  entire  distribution  system,  or  any  part  of  it.  And  recommend  a 

:ost- effective  solution  that's  custom-tailored  to  your  unique  needs. 

h  see  how  a  working  relationship  with  Leaseway  can  help  make  your  business  more  cost-effective,  call  Charles  B.  Lounsbury, 

ienior  VP,  at  1-800-428-0042.  In  Ohio,  1-800-428-0028.  Or  write 

-easeway  Transportation,  3700  Park  East  Drive,  Cleveland,  OH  44122. 

ball  1-800-428-0042. 
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Leaseway 

Transportation 


easeway  Transportation  is  a  group  of  companies  providing  high- 
uality.  cost-effective,  physical  distribution  services  to  manufacturers, 
istributors,  and  retailers 

:    1988  Leaseway  Transportation  Corp 
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San  Francisco,  at  Union  Square 
(415)  781-5555 


Youre  Probably  Not 
Poor  Enough  To 
Afford  A 
Nursing  Home. 


It  your  net  worth  is  greater 
than  $5,000  Medicare, 

Medicaid  and  Medigap  will  not  cover 
your  costs  for  an  average  nursing  home  stay. 

Long  term  care  costs  can  consume  \<air 
assets  and  make  you  someone  else's 
liability.  Even  one  year  in  a  nursing  home 
could  cost  your  family  $50.<>O<l 

Now  there  are  insurance  plans  which  can 
preserve  your  savings  and  protect  your 
family's  financial  security 

We  are  independent  specialists  and  have 
researched  the  long  term  care  market  ( )ut 
counselors  will  guide  you  through  the 
many  insurance  plans  that  exist  today,  and 
will  help  you  to  make  an  informed   ' 

Please  call  or  write  for  our  study, 
"Long  Term  Care-Costs  and  Options  " 

1-800-262-0014 


LONG-TERM 
CAREPLANS  INC 


A  NEM(  X )  t  '.<>mpany 
ii  I    mis,    Suit,  1000  \,u  fori   M  KKUJ 
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provement  in  refining  margins 
helped  revive  co.  from  profits 
slump.  Charles  Jr.,  68,  retired  as 
ceo  1984;  still  chairman,  3  sons  in 
co.:  Charles  III  (Chip),  35;  Madison, 
31;  Michael,  40.  50  descendants' 
35%  stake  worth  $600  million. 


t    I  o  rdsti<om 

Seattle.  Swedish  teen  John  Nord- 
strom immigrated  to  U.S.  with  $5 
in  1888,  went  west.  Learned  En- 
glish as  mine  worker,  lumberjack; 
settled  in  Seattle,  opened  shoe  store 
1901.  By  his  death  (1963),  family 
had  built  largest  independent  shoe 
chain  (27  stores),  diversified  into 
women's  fashion;  added  menswear 
1968.  Nordstrom  Inc.  now  leading 
fashion  retailer  (1988  sales,  $1.9 
billion,  48  stores),  known  for  excep- 
tional customer  service.  "When  the 
customer  talks,  we  jump."  Found- 
er's grandsons  James,  Bruce,  John 
run  show.  Opened  first  East  Coast 
store  near  Washington,  D.C., 
bought  out  minority  shares  in  fam- 
ily-owned Seattle  (football)  Sea- 
hawks  1988,  now  looking  to  sell. 
With  stock,  other  assets  now  worth 
at  least  $1  billion. 


Victoria,  Tex.  Descendants  of 
Thomas  O'Connor  (d.  1887),  Irish 
immigrant  as  teenager  early  1830s; 
fought  in  Texas  War  of  Indepen- 
dence 1836.  Built  500,000-acre 
ranching  empire  in  south  Tex.; 
passed  on  to  2  sons  who  expanded, 
experimented  with  cross-breeding 
cattle;  developed  Braford  variety 
more  adaptable  to  Gulf  Coast  cli- 
mate; now  about  350,000  acres  in 
Tex.,  more  out-of-state.  Huge  oil 
discoveries  on  their  land  1931. 
Tom  O'Connor  field  still  one  of 
richest  in  Texas;  huge  royalties. 
Also  banking,  to  keep  the  money: 
large  stake  Victoria  Bancshares 
chain.  Senior  family  members  Den- 
nis, 81,  Tom,  72,  still  hold  director- 
ships, tight  rein  over  family  deal- 
ings. Ranching  tradition,  ties  to 
land  strongly  emphasized:  "We're 
just  caretakers  for  the  next  genera- 
tion." Publicity-shy;  no  jet-setting: 
'The  cows  and  horses  wouldn't  un- 
rst.ind  that."  About  30  family 
mbers  share  fortune  exceeding 
$425  million. 
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Philadelphia.  Publicity-shy  descen- 
dants of  Joseph  Newton  Pew  Sr., 
teacher/real  estate  salesman  who 
founded  Sun  Oil  Co.  1 886;  pioneered 
techniques  to  cap,  transport  natural 
gas  in  western  Pa.  Bought  into  mas- 
sive Spindletop  gusher  1901;  ex- 
panded Texas  oil  explorations;  died 
at  desk  1912.  Son  J.  Howard  took 
over  191 2-47;  picked  nonf  amily  suc- 
cessor, then  came  out  of  retirement 
to  head  co.  1963-69.  Strict  Presby- 
terian, Republican,  teetotal  family 
traditions;  informal  affiliation  with 
John  Birch  Society.  Great-great- 
grandson  of  founder,  Andy  Pew,  51, 
head  of  Sun  subsidiary,  now  only 
family  member  in  co.;  also  sits  on 
board  of  Pew  charitable  trusts. 
Large,  dispersed  family  spread  all 
over  U.S.,  estimated  to  share  6%  Sun 
Co.  stock  worth  over  $360  million. 
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Pittsburgh  origin.  Henry  Phipps 
(1839-1930),  son  of  Philadelphia 
cobbler,  grew  up  Allegheny,  Pa.  Be- 
came partner  with  neighbor  An- 
drew Carnegie,  pioneered  Bessemer 
steelmaking  process.  Took  $50  mil- 
lion in  stock  on  sale  to  J. P.  Morgan 
1901.  Moved  to  NYC.  Established 
Bessemer  Trust  (1907),  split  among 
5  children.  Trust  part  of  Bessemer 
Group,  owned  by  Phippses.  BG  now 
manages  over  $5.3  billion  for  out- 
side clients,  $1.5  billion  for 
Phippses.  Average  9.8%  return 
1987.  Family  in  fifth  generation; 
some  150  members  living  mostly 
in  NYC,  Fla.  Litigation,  ill  will  over 
trust  management.  Phipps  heirs  in- 
clude Howard  Phipps,  sister  Anne 
Sidamon-Eristoff,  who  share  esti- 
mated $400  million  portion;  social- 
ite Guests  (including  publicity 
sponge  Cornelia),  etc.;  share  invest- 
ment portfolio,  real  estate,  ship- 
ping, energy  interests  worth  esti- 
mated $1.9  billion. 
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Seattle.  Descendants  of  William  Pi- 
gott  Sr.  Founded  Pacific  Car  & 
Foundry  1905,  logging  equipment 
co.  turned  railcar  manufacturer. 
Purchased  Kenworth  Trucking  Co. 
in  1945.  Paccar  Inc.  now  $2.4  bil- 
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When  Nikkei  Talks, 
Japan  Listens. 


At  times,  Japan's  economic  triumphs  seem  even 
more  remarkable  at  home  than  they  do  overseas. 
How  it  all  comes  together  with  such  uncanny  synchro- 
nicity  can  often  suggest  something  truly  miraculous. 

fake  a  closer  look  though,  and  you  discover  some 
very  basic  reasons  for  this  well-managed  success, 
the  most  obvious  being  the  consistently  high  level 
of  business  information. 

Which  brings  us  to  Nikkei. 

Nikkei  is  many  things  to  many  people:  It's  The 
Nihon  Keizai  Shimbun,  the  world's  largest  selling 
business  daily,  and  specialized  papers  in  each  of 
the  areas  of  marketing,  finance  and  industry.  It's 
advertising  with  more  impact  per  yen  than  any  source 
around.  Plus  television,  databases  and  much  more. 


That's  why  we  say  when  Nikkei  talks,  Japan  listens. 

Oh  yes,  Nikkei  speaks  English,  too.  With  media  like 
The  Japan  Economic  Journal,  and  Nikkei  Telecom®  II— 
Japan  Financial  News  &  Data,  the  most  complete 
English  database  on  Japanese  business  available. 

So  if  you're  interested  in  doing  busi-  jg 
ness  in— or  with— Japan,  we  suggest 
one  very  good  place  to  start.  The 
source  most  business  people  in 
Japan  count  on  for  ideas,  oppor 
tunities  and  inspiration.  The 
source  that  listens  as  well 
as  it  talks. 

Nikkei. 


■ 
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NIKKEI 


Nihon  Keizai  Shimbun,  Inc.  1-9-5  Otemachi.  Chiyoda-ku,  Tokyo  100-66.  Japan  Tel:  (03)  270-0251  Telex:  J22308  NIKKEI  Cable:  NIHONKEIZAI  TOKYO 

Nihon  Keizai  Shimbun  America.  Inc.  New  York  Office:  Suite  1802. 1221  Avenue  of  the  Americas.  New  York,  NY  10020  U.S.A.  Tel:  (212)  512-3600 

Los  Angeles  Office:  725  South  Figueroa  Street.  Suite  1515.  Los  Angeles,  CA  90017  USA  Tel:  (213)  955-7470 

Nihon  Keizai  Shimbun  Europe  Ltd.  London  Office:  Bush  House,  Aldwych.  London  WC2,  U.K.  Tel:  (01 )  379-4994 

Frankfurt  Office:  Kettenhofweg  22.  6000  Frankfurt/M  1.  West  Germany  Tel:  069-720214 


■HHHHPv 

'  < 

■         3 '"  6 

"Js.           f  BB 

^a 

IT  is  ITT  AUTOMOTIVE./ 
New  products  and             / 
systems  boost                / 
sales  20rr  to               / 
$2.4  billion.            / 
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[T  is  ITT  DEFENSE          / 
Defense  and  space          / 
orders  at  a  record        / 
high    nearly           y' 
$4  billion.            / 
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ITisITTSHERATON. 
Nearly  500  Hotels.  Inns    #^ 
&  Resorts  in  65               yr 
countries.  Highly       v^ 
profitable.  Drama^r 
tic  openings  in    /^ 
1988.                X 
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IT  is  ITT 

COMMUNICATIONS 
&  INFORMATION 
SERVICES. 
Operating  income^ 
of  more  than 
$50  million. 
Worldwide. 


IT  is  ITT,  a  corporation  that 
began  1987  with  a  promise. 
To  improve  our  performance 
across  the  board.  We  sought  to 
turn  our  nine  businesses  into 
nothing  less  than  leaders  in 
their  fields.  In  addition,  our 
investment  in  Alcatel  N.V,  the 
world's  largest  telecommunica- 
tions manufacturer,  showed 
solid  growth  potential  in  1987. 

The  results  demonstrate  that 
we're  right  on  track.  Every  one 
of  our  businesses  continued 
to  grow  Net  income,  on  total 
sales  and  revenues  of  more 
than  $19  billion,  jumped  106% 
to  $1.02  billion  for  last  year. 
For  1988,  our  commitment 
continues.To  build  businesses 
into  leaders. 

ITisITT 

BUILDING  BUSINESSES  INTO  LEADERS 


ITisITT 
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lion  (1987  revenues)  heavy  truck 
manufacturer:  Kenworth,  Peterbilt 
Motors  Co.  Also  manufactures,  re- 
tails equipment  for  oil  and  mining 
cos.;  auto  parts.  With  solid  demand 
for  heavy  trucks,  profits  expected  up 
50%  in  1988.  William's  grandchil- 
dren: Charles,  59,  chief  executive, 
chairman  of  Paccar:  stepped  down 
as  president  of  Boy  Scouts  of  Ameri- 
ca 1988.  James,  52,  still  on  board, 
now  owns  management  consulting 
firm.  "I  left  Paccar  because  I  have  an 
entrepreneurial  bent."  Over  30  fam- 
ily members  are  believed  to  own 
40%  of  Paccar.  Stock  plus  other  as- 
sets worth  over  $610  million. 


Bryn  Athyn,  Pa.  et  a!.  John  Pitcairn, 
Scottish  immigrant,  formed  glass- 
making  factory  on  Allegheny  River 
1883.  Fight  with  partner  created 
competing  companies:  PPG  and 
Libbey-Owens-Ford.  Pitcaim's  PPG 
expanded  to  chemicals.  Family  are 
cofounders,  benefactors  Sweden- 
borgian  church  in  Pa.;  John's  son 
Raymond  designed  cathedral.  Last 
Pitcairn  in  PPG  retired  1935, 
though  family  members  on  board. 
Heirs  retained  14%  equity  until 
1985.  Holding  company  dissolved 
1985.  Assets  now  managed  by  Pit- 
cairn Financial  Mgmt.  Group.  After 
decades  of  secrecy  co.  now  opening 
doors  to  high  net  worth  families 
money  manager;  estate-,  financial- 
planning;  information  systems. 
Claim  $1.4  billion  assets,  with 
church  trusts.  Family  assets  csti 
mated  at  $650  million. 
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St.  Louis  et  al.  Descendants  of  Jo- 
seph Pulitzer  (1847-19111,  penni- 
less Hungarian  immigrant  settled 
in  St.  Louis  after  Civil  War,  paid 
$2,500  for  bankrupt  Dispatch  1878; 
encouraged  muckraking,  yellow 
journalism.  Later  merged  with  Post, 
bought  out  partner.  Purchased  New 
York  World  1883;  built  into  domi- 
nant U.S.  paper,  now  defunct. 
Founded  first  journalism  urad 
school,  Columbia  1903;  established 
Pulitzer  Prizes.  Pulitzer  Publii  tiing 
now  4  dailies,  over  80  weeklie 
tv,  2  radio  stations.  Dissident  fam- 
ily members  bought  out  for  $187 
million   1986;   result:    18%   public 


offering.  Family  trust,  controlled  by 
grandsons:  Joseph  Jr.,  75,  half- 
brother  Michael,  58,  cousin  David 
Moore,  64,  retains  98%  voting  pow- 
er. Joseph  Jr.:  "I  was  not  trained  by 
my  father  to  liquidate."  Fortune  ex- 
ceeds $440  million. 


Greensboro,  N.C.,  Connecticut  et 
al.  Pharmacist  Lunsford  Richard- 
son sank  life  savings  ($8,000)  in 
small  N.C.  drugstore;  sold  1907  to 
finance  creation:  Vicks  Vaporub 
(named  after  brother-in-law).  "I  had 
seen  a  vision,  I  had  dreamed  dreams 
of  a  worldwide  business."  Dream 
realized:  Post-WWI  flu  epidemic 
quadrupled  sales.  Son  H.  Smith  Sr. 
(d.  1972)  developed  Vicks  Chemical 
into  international  firm,  later  re- 
named Richardson-Merrill  Inc.  (Ce- 
pacol,  Bendectin).  Sold  to  Dow 
Chemical  1981  for  $80  million 
stock,  created  Richardson-Vicks 
(Clearasil,  Nyquil).  Reluctantly 
merged  with  Procter  &  Gamble  for 
big  profit  1985.  Family's  conserva- 
tive investments  include  two  ven- 
ture capital  forays  (Vanguard  Cellu- 
lar Systems,  Hanbro  International), 
real  estate.  Close  familial  ties;  quar- 
terly newsletter,  biennial  meetings. 
Over  200  descendants  share  fortune 
worth  over  $550  million. 
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Richmond,  Va.  Albert  Hartley 
Robins  founded  AH.  Robins  drug 
firm  1866;  grandson  E.  Claiborne 
joined  business  1933  (sales, 
$4,800),  hit  the  road  selling.  By 
1948  sales  $1  million;  made  Robi- 
tussin,  Chap  Stick,  Sergeant's  pet 
products.  Beginning  of  end  with 
Dalkon  Shield  1971,  over  4.3  mil- 
lion sold  in  3  years.  Birth  control 
device  not  recalled  after  com- 
plaints of  harmful  effects,  deaths; 
pulled  from  U.S.  market  1974.  Fed- 
eral judge  refused  co.  request  to 
consolidate  litigation  1984:  "Con- 
sion  is  good  for  the  soul,  gentle- 
men. Face  up  to  your  misdeeds  and 
rectify  this  evil  situation."  Compa- 
ny filed  for  bankruptcy  1985  after 
330,000-plus  claims  filed,  $530 
million  in  settlements  paid.  Ob- 
server: "What  we  see  here  is  that 
they  wen  intending  to  fight  these 
cases  out,  one  by  one."  Accepted 


M0 


$3 -billion-plus  buyout  by  Ameri- 
can Home  Products  1988,  of  which 
at  least  $2.3  billion  to  trust  fund 
for  Dalkon  Shield  victims.  Family 
gets  AHP  stock;  with  other  assets, 
worth  over  $300  million.  Justice? 


NYC  et  al.  Descendants  of  John  D. 
Rockefeller,  world's  first  billion- 
aire, founder  of  Standard  Oil.  Ac- 
counting clerk  who  saved  money, 
invested  in  merchant  grain  busi- 
ness 1858;  put  $4,000  into  oil  refin- 
ing 1863  as  sideline,  changed  mind. 
By  1870,  Standard  Oil  capitalized 
with  $1  million,  went  on  to  form 
legendary  monopoly.  Furor  over 
Standard  Oil  trust  led  to  breakup 
191 1 .  To  marry  Abby  Aldrich,  only 
son  John  Jr.  gave  her  father  long, 
earnest  recitation  of  his  financial 
prospects  (Mr.  Aldrich  approved). 
Between  them  father,  son  gave  over 
$1  billion  to  charity  before  1960, 
when  $1  billion  still  a  lot  of  money. 
Jr.  had  6  children:  daughter  Abby, 
sons  J.D.  Ill,  Nelson,  Winthrop  (all 
deceased)  and  surviving  sons  Laur- 
ance,  David.  John  D.  Ill  (d.  1978) 
had  4  children:  John  D.  IV  (Jay) 
worked  as  Peace  Corps  adviser,  Ap- 
palachian social  worker.  Governor 
W.Va.  (1977-84),  now  U.S.  senator 
(spent  over  $12  million  on  race); 
rumored  considering  presidency. 
Nelson  (Rocky)  (d.  1979)  gregarious 
leader  of  brothers'  generation;  liber- 
al Republican,  4-term  governor 
New  York,  three-time  contender 
for  Presidency,  Ford's  Vice  Presi- 
dent: Left  4  children  by  first  mar- 
riage, 2  by  second  wife  Margaretta 
(Happy)  Fitler  Murphy.  Fledgling 
real  estate  ventures  by  some.  Abby 
Mauze  (d.  1976):  Had  2  daughters; 
Abby  Milton  O'Neill  trustee 
Rockefeller  Brothers  Fund,  invest- 
ments handled  by  husband  George. 
Sister  Marilyn  Milton  (d.  1980),  left 
fortune  to  2  daughters.  Three 
branches'  combined  share  of  family 
fortune  estimated  over  $2  billion. 
Total  fortune  estimated  $4.8  bil- 
lion (see  also  l  kind,  Lawance,  Win- 
tbrop  Rockefeller) 
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Greenwich,  Conn.;  NYC  et  al. 
Founding  father  William  Rockefel- 
ler (1841-1922),  genial  brother  of 
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John  D.  Rockefeller,  ran  Standard 
Oil  of  N.Y.  (now  Mobil)  until  trust 
busted  1911.  Controlled  as  much  as 
12.5%  of  trust,  plus  extensive  RR, 
utility  stocks.  Two  sons  married 
daughters  of  James  Stillman,  head 
of  National  City  Bank  of  N.Y.  (now 
Citibank).  Daughters  married  into 
McAlpin,  Dodge  fortunes.  Family 
holds  energy  stocks,  land  in  Green- 
wich; conservative,  decentralized 
management  of  assets,  some  run  by 
Andrew  Rockefeller,  59,  William's 
great-grandson.  Some  75  heirs 
share  in  fortune  believed  well  over 
$350  million. 


NYC.  Jerusalem-born  David  (d. 
1986)  cofounded  Rose  Associates 
with  brother  Samuel  (d.  early 
1960s)  in  Bronx  1920s,  later  moved 
on  to  Manhattan.  David  built  firm 
into  one  of  NYC's  oldest,  biggest 
apt.  builders,  managers;  Samuel's 
sons  Frederick,  Daniel  and  Elihu 
(all  Yalies)  now  run  Rose.  Company 
owns,  manages  apts.,  office  space 
NYC,  Boston,  D.C.  Fred  builds, 
Dan  plans,  Elihu  manages  (asso- 
ciate: "Just  like  Larry,  Moe  and 
Curly").  Brothers  keep  low  profile, 
claim  little  equity:  "We're  working 
furiously  to  become  big  enough  to 
justify  inclusion.  In  the  meantime, 
we're  just  folks."  NYC  real  estate 
peers  vehemently  assert  otherwise; 
safe  estimate:  over  $350  million. 
Family  friend:  "You're  way  under 
on  them." 
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Pa.,  NYC  et  al.  Julius  Rosenwald  (d. 
1932),  mail-order  pioneer,  gained 
control  Sears,  Roebuck  after 
founders  sold  out  (Alvah  Roebuck, 
1895;  Richard  Sears,  1913).  Built 
into  largest  merchandise  retailer  in 
world.  Envisioned  company  as  cen- 
tral to  people's  day-to-day  lives: 
"the  buyer  for  the  American  farm- 
er." In  Sears'  dark  hours  of  1921, 
bailed  out  company  with  own  mon- 
ey. Carried  in  to  work  by  his  chauf- 
feur just  before  he  died.  Family  said 
to  hold  much  well-hidden  stock 
plus  other  investments.  Son  Les- 
sing  (d.  1979),  former  chairman,  as- 
sembled major  art  collection; 
grandson  Julius  II  owns  about  $3 
million  in  Sears  stock.  Son  Wil- 
liam, 85,  today  believed  richest 
member,  over  90%  American  Secu- 
rities Corp.;  daughter  Elizabeth  Ro- 
senwald Varet  owns  $12  million 


ii  Of  all  the  hotel's  many  pleasures, 
I  found  none  more  charming  than  an 
early- morning  stroll  about  the  grounds. 
So,  as  was  my  custom,  I  arose  before  six. 

"As  I  reached  the  secluded  garden, 
there  to  peruse  the  morning  Journal, 
another  early- riser  passed.  I  smiled. 
He  smiled.  It  was  some  minutes  later 
that  I  realized  I'd  exchanged  pleasantries 
with  a  man  who  hadn't  been  photo- 
graphed in  two  decades. )) 
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The  Beverly  Hills  Hotel  and  Bungalows. 

9641  Sunset  Boulevard,  Beverly  Hills,  CA  90210  (213)  276-2251  Reservations  (213)  278-1487 

Cable:  BEVHILL -Telex:  188586  «TWX  910-490-2580 

Represented  nationally  by  M^^^f  &&U  (800)  R-WARNER 


Lower  costs  mean  higher  yields 


WHY  VANGUARD'S 

MONEY  MARKET  YIELDS  ARE 

CONSISTENTLY  HIGHER 


You  can  earn  higher  yields— 
without  sacrificing  quality  or  safety 
—with  any  of  Vanguard  Money 
Market  Reserves  portfolios: 
Prime,  Federal  or  Insured. 

Why?  In  money  market  funds, 
other  things  being  equal,  lower 
costs  mean  higher  yields.  And 
Vanguard's  costs  are  among  the 
lowest  in  the  fund  industry. 

For  example,  Prime  Portfolio's 
annual  operating  costs,  as  a  per- 
centage of  net  assets,  are  more 
than  one  half  lower  than  average 
money  market  funds  (.37%  vs. 
.77%*).  We  pass  along  the  savings 
to  you  in  higher  yields. 

Even  the  minimum  investment 
in  this  no-load  Fund  is  low:  $1,000. 

*Lipper-Directors'  Analytical  Data, 
Fall  1988 


Call  1-800-662  SHIP 

Any  Hour,  Any  Day  For  A  Free 

Money  Market  Information  Kit 

IN  PHILADELPHIA  visit  our  Investment 
Center  at  1528  Walnut  Street. 

'   Please  send  me  a  free  Money  Market 
Information  Kit  containing  a  prospec- 
tus with  more  complete  information  on 
advisory  fees,  distribution  charges  and 
other  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money.  I'd  also 
like  information  on: 
□  IRAC71)     □Keogh/Pension(70) 
Vanguard  Money  Market  Reserves 

Investor  Information  Dept.  30 
Valley  Forge,  Pennsylvania  19482 

Name 

Address 

City 


State. 


.Zip. 


THLVan^uandGROUP 

«^OF  INVESTMENT  COMTWNIES 
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stake  in  Ametek,  Inc.  Grandson  Ed- 
gar Stem  only  descendant  on  Sears 
board,  owns  stake  worth  $12  mil- 
lion. Total  family  fortune  believed 
$300  million  or  more. 


Jorf/u  (S.W.) 

Origin:  Cincinnati.  Inheritance, 
newspapers.  Grandchildren  of  pop- 
ulist publisher  Edward  Wyllis 
Scripps  (d.  1926),  who  launched 
Cleveland  Press  at  24.  "Damned  old 
crank"  founded  UPI,  built  nation's 
onetime  largest  newspaper  chain, 
Scripps  Howard.  Many  properties 
since  sold  or  folded.  Family  long 
feuding:  E.W.  broke  early  from  half- 
brother  fames  (which  see).  Grandson 
John  P.  formed  own  chain  1928, 
merged  back  1986.  Son  James  G. 
left  to  start  Scripps  League  1931, 
still  solo.  E.W.  Scripps  Co.  recently 
taken  public:  holds  newspapers, 
majority  of  public  Scripps  Howard 
Broadcasting  (tv,  radio,  cable);  fam- 
ily controls  81%  E.W.  Scripps  Co. 
Shares  in  1922  trust  until  last  of  4 
grandchildren  dies,  then  split 
among  28  heirs;  as  a  group  worth 
over  $1.2  billion. 


Jc„/i/u    (f.S.) 


Detroit.  Descendants  of  James  Ed- 
mund Scripps  (1835-1906),  English 
immigrant  who  arrived  in  Illinois 
1844  with  new  concept:  simple, 
punchy  articles  for  "people's 
press,"  big  change  from  purple 
prose  of  the  time.  Sold  family  farm, 
borrowed  heavily,  started  tabloid 
Detroit  (evening)  News  1873.  Suc- 
cessful formula  applied  elsewhere. 
Bitter  split  with  half-brother  E.W. 
(which  see)  early  1900s.  Daughter 
married  Scripps  executive  George 
Booth,  who  founded  separate  chain. 
Heirs  ran  cos.  independently.  Booth 
Newspapers  sold  for  $300  million 
1976  (34%  family  stake),  Evening 
News  Assn.  sold  to  Gannett  for 
$717  million  1985;  president,  Peter 
Clark,  59,  now  Gannett  director. 
Over  50  descendants  share  fortune 
worth  some  $780  million. 
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Orange  County,  Calif.  Charles  John 
Segerstrom  came  to  U.S.  from  Swe- 
den 1882,  arrived  Orange  County 


1898  with  wife,  1 1  children.  Started 
farming  on  40  leased  acres,  built  up 
land  holdings  with  four  youngest 
sons;  died  1928.  By  1950s  C.J.  Se- 
gerstrom &  Sons  nation's  leading 
grower  large  lima  beans.  Family 
still  farms  180  acres,  but  third  gen- 
eration, led  by  Henry,  65,  and  Har- 
old Jr.,  60,  diversified  into  real  es- 
tate after  WWII.  Crown  jewel: 
South  Coast  Plaza,  largest  mall  in 
U.S.,  estimated  $600  million  sales, 
2.7  million  sq.  ft.  Zoning  referen- 
dum holding  up  development  of 
Costa  Mesa  office  space.  Led  drive 
to  build  Orange  County  Performing 
Arts  Center.  Henry,  mother  Ruth, 
90,  cousin  Harold  partners  in  firm 
with  equity  over  $500  million. 


cfnoen 

Phoenix,  Ariz.  7  sons  and  5  daugh- 
ters of  Leonard  Samuel  (L.S.)  Shoen. 
Worked  as  barber  while  in  college, 
expanded  to  4-shop  chain  in  med 
school.  Later,  in  Navy,  dreamed  up 
idea  of  move-it-yourself  business: 
U-Haul,  founded  Ridgefield,  Wash. 
1945  with  $3,000  in  home-designed 
trailers.  Gave  95%  of  stock  to  kids; 
Dad  kicked  out  1986,  age  70.  U- 
Haul  now  recovering  from  1987 
slump,  liquidated  Mover's  World. 
Profits  up  from  $2  million  to  $13.5 
million.  "I  expect  1988  profits  to  be 
more  than  that  in  the  first  quarter 
alone,"  says  Edward  (Joe),  39,  chair- 


The  total  estimated  net  worth 

of  the  family  groups  on  these 

pages  is  $75  billion. 


man  of  parent  Amerco,  president  of 
U-Haul.  Father,  now  72,  with  2%, 
still  in  the  wings.  Private  company 
worth  at  least  $300  million. 


Origin:  Chicago.  Illinois  Tool 
Works  predecessor  established 
1912  by  2  Swedish  toolmakers; 
eventually  acquired  by  Smith  fam- 
ily, also  controlled  Northern  Trust 
Corp.,  "the  bank  of  choice  for  Chi- 
cago's upper  crust."  Innovative 
company  on  cutting  edge  of  fasten- 
ers industry  (screws,  bolts,  wash- 
ers, etc.);  early  1960s  milestone: 
plastic  six-pack  carrier.  Diversified 
into  packaging,  computer  key- 
boards, medical  supplies.  "We  are 
very  happy  because  we  have  a  lot  of 
small  things  going  on  around  here." 
Large,  too:  over  30  domestic  as  well 
as  30  foreign  plants.  Fifth  genera- 
tion on  board:  Edward  Smith,  Har- 
old Byron  Smith,  both  79;  Harold  Jr. 
chairs  executive  committee.  Fam- 
ily controls  at  least  27%  ITW,  22% 
Northern  Trust  worth  over  $600 
million. 


cffo-ne 


Chicago.  Joseph  H.  Stone  left  Rus- 
sia about  1890,  with  sons  Marvin 
and  Norman,  $2,300.  Became  job- 
ber of  wrapping  paper,  twine  in  pre- 
Depression  Chicago.  At  father's 
death  1936,  sons  (including  youn- 
gest, Jerome)  built  first  corrugated- 
box  plant,  expanded  through  acqui- 
sitions. J.H.  Stone  &  Sons  became 
Stone  Container  Corp.  1945.  Cur- 
rent Chairman/cEO  Roger  talked 
family  out  of  $125  million  Boise 
Cascade  buyout  offer  1979:  "A  lot 
of  people  thought  we  were  a  little 
crazy"  to  hold  on.  Not  so  crazy: 
Stone  Container  stock  up  1,589% 
since  Roger  took  over  1979.  Acqui- 
sitions of  last  5  years  helped  in- 
crease sales  tenfold  since  1979,  to 
$3.2  billion  (fiscal  1988).  Two  sur- 
viving Stone  brothers  (Norman  d. 
1985),  with  family,  control  24% 
worth  $485  million. 


^JfooA 


Detroit.  Eighteenth-century  Ger- 
man brewers.  Young  Bernard  ar- 
rived   Detroit     1850    with    $150; 
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brewed  beer,  delivered  barrels  door- 
to-door  with  wheelbarrow.  Stroh 
brewery  grew  slowly,  survived  Pro- 
hibition by  making  ice  cream  (still 
does).  Lately  seeks  to  survive  by 
going  national.  Great-grandson  and 
ceo  Peter,  58,  persuaded  family  to 
buy  F&M  Schaefer  for  some  $70 
million  1981;  then  Schlitz  for  70%- 
financed  $500  million  1982.  Now 
third-largest  U.S.  brewery:  nearly 
22  million  barrels,  16  beers,  1  cool- 
er, 2  nonalcoholic  drinks.  Family 
now  developing  Detroit  real  estate 
at  Stroh  River  Place.  Four  Strohs 
dominate  private  co.;  almost  30 
family  members  own  stock  worth 
$700  million. 


Bellevue,  Idaho;  Los  Angeles. 
Grandfather  Elbridge  Amos  Stuart 
founded  Carnation  Co.  1889  in 
Kent,  Wash.  Paid  $25,000  for  evap- 
orated milk  process;  sold  milk  to 
prospectors  en  route  to  Yukon  gold 
rush.  Company  grew,  added  Coffee- 
mate,  Instant  Breakfast,  Friskies; 
sold  to  Nestle  1985  for  $3  billion. 
Grandson  Elbridge,  71,  married  to 
paleontologist  Marion  Butler  Stu- 
art; Carnation  vp  until  1961  split 
with  father  (Elbridge  Sr.,  d.  1972) 
over  latter's  autocratic  policy.  Jr. 
raises  cattle,  alfalfa  on  secluded 
ranch;  also  site  of  Marion's  private 
geologic  museum.  Dwight,  64,  co. 
pres.  11  years,  resigned  1983;  wife, 
Maria,  daughter  of  Philippines  ex- 
senator  Sergio  Osmena.  Grows  al- 
falfa on  2,500-acre  Calif,  ranch. 
Stockholder  suit  alleging  Carnation 
and  Stuart  brothers  misled  public 
prior  to  Nestle  takeover  settled  out 
of  court  last  year  for  $13  million 
(complainants  sold  stock  while 
Carnation,  negotiating  with  Nes- 
tle, claimed  not  to  know  reason  for 
sharp  increase  in  price.  But  Nestle 
official  had  warned  would  end  dis- 
cussions if  any  word  leaked  to  pub- 
lic). Combined  fortune  worth  over 
$375  million. 


sJwva 


San  Francisco.  Heirs  of  Ben  Swig, 
who  joined  partner  Jack  Weiler  (see 
family)  in  real  estate.  Ben  moved  to 
San  Francisco  1946,  Jack  stayed 
NYC.  Ben  dubbed  "fastest  check- 
book in  West"  for  philanthropy  to 
Jewish,  Catholic  causes.  Together 
built,  bought  commercial,  hotel, 
residential  properties;  Swig,  Weiler 
&  Arnow  now  controls  over  5  mil- 


If  you're  as  opposed  to  meetings  as  we  are,  drop  us  a  line  We'd  like  to  get  to  know  you. 


WE  DON'T  HAVE  MEETING  ROOMS  in 
Jack  Daniel's  Hollow.  But  there  are  plenty  of 
nearby  places  to  hold  discussions. 

You  see,  making  good  whiskey  doesn't  call  for 
meetings.  What  you  need  is  ironfree  water  and 
choice  grain;  experienced  Tennesseans 
to  distill  your  whiskey;  and  vats  of  hard 
maple  charcoal  to  mellow  its  taste. 
Happily,  we  don't  have  to  leave  our 
distillery  for  any  of  these  good  things. 
And  with  Cashion's  Service  Station 
just  down  the  road,  we  can  even 
hold  a  meeting  now  and  then. 

SMOOTH    SIPPIN  ' 
TENNESSEE    WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow.  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
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The  Gulfstream  IV. 


As  your  company  plans 
for  ways  to  be  more       I 
competitive  and  more 
productive  in  the  1990s  I 
look  into  this  amazing 
business  airplane. 


The  Gulfstream  IV  could  be  one  of  the  most  prudent  invest- 
lents  you  make  in  the  means  to  accomplish  your  corporate 
bjectives,  especially  if  your  opportunities  are  global  in  scope. 

No  other  business  aircraft  can  bring  as  many  of  the  world's 
enters  of  industry,  finance  and  government  closer  in  time  for 
3u,  or  fly  as  many  of  your  people  farther  faster. 

No  other  business  aircraft  surpasses  the  degree  of  conveni- 
ice  it  offers  to  enable  you  and  your  key  decision  makers  to 
ptimize  time  and  energies  while  traveling. 

In  terms  of  its  own  productivity,  no  other  business  aircraft 
/en  approaches  its  levels  of  performance  and  systems  tech- 
ology.  And  it  is  the  only  business  aircraft  with  a  new  generation 
f  engines  also  chosen  to  power  airliners. 

Many  of  the  world's  major  corporations  and  governments 
ave  already  recognized  the  advantages  of  owning  and  operat- 
lg  this  extraordinary  airplane  for  the  balance  of  this  century 
ad  well  into  the  next. 

More  of  them  will  place  more  Gulfstream  IVs  in  service 
sfore  the  end  of  this  decade  than  any  other  new  long-range 
usiness  aircraft. 

How  do  you  decide  if  your  organization  should  do  the  same? 

The  procedure  is  simple. 

Let  us  help  you  evaluate  your  needs  for  air  travel,  determine 
3w  the  Gulfstream  IV  can  satisfy  those  needs,  and  develop  a 
rfinitive  proposal  for  you  to  consider.  We  can  even  arrange  to 
^monstrate  the  capabilities  of  the  Gulfstream  IV  to  you  and 
)ur  key  executives  on  an  actual  business  trip  you  have  to  take 
rniewhere  in  the  world. 

If,  in  light  of  your  own  forward  thinking,  you  find  this  line 
'  thought  provocative,  call  Herbert  B.  Franck,  Vice  President, 
ulfstream  Domestic  Marketing,  (912)  964-3274. 

He  will  see  that  you  get  more  to  think  about. 


|  aieam  \crospace  Corporation.  PQ  Box  2206.  Savannah.  Georgia  31402  U.S.A. 
I  Stream  Marketing  US  Regional  Offices  arc  Northeast  12031  677-7666;  Midwest  (312)  571  6606: 
Atlantic/Southeast  1912]  964-3283:  Southwest  (7131  987-7300;  and  Western  |2I3|  420-5059. 
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FREE  INFORMATION  FOR  READERS  OF  FORBES 

The  advertisers  listed  here  want  to  make  information  available  to  readers  of 
FORB        "or  the  type  of  information  available,  see  the  categories  below.  To  obtair 
information,  see  the  adjoining  page. 


Products/Services  Information 


1 .  AEG  Corporation 

23. 

The  Fairmont  Hotel's 

45. 

The  New  York  Land  Compj 

2.  Aaron  Rents,  Inc. 

President's  Club 

46. 

The  Ponchartrain  Hotel 

3.  Accountemps  Inc. 

24. 

Federal  Express  Corporation 

47. 

Prime  Computer,  Inc. 

4.  Air  France 

25. 

Ferrari  North  America 

48. 

Qantas  Airways  Limited 

5.  Alexander  Proudfoot 

26. 

Flying  Tigers 

49. 

Rado  Watch  Co.,  Inc. 

6.  Astra  Jet  Corporation 

27. 

GE  Plastics 

50. 

The  Regent  Hong  Kong 

7.  Audemars  Piguet 

28. 

The  Guardian 

51. 

Riken  America,  Inc. 

8.  Banco  Do  Brasil 

29. 

Guest  Quarters  Suite  Hotels 

52. 

Samsung  Electronics  Amer 

9.  The  Beverly  Hills  Hotel  and 

30. 

Hartmann  Luggage  Company 

Inc. 

Bungalows 

31. 

Hayman  Great  Barrier  Reef 

53. 

Samsung  Group 

10.  Braniff/American  Express 

32. 

Hotel  Okura 

54. 

Schott  Corporation 

11.  British  Airways 

33. 

Jaeger-LeCoultre 

55. 

Sheraton  Hotels  World  Wic 

12.  Brother  Hotel 

34. 

KLM 

Directory 

13.  Cadillac  Motor  Car  Division 

35. 

Barry  Kaye  Associates 

56. 

South  African  Airways 

14.  Campton  Place  Hotel 

36. 

The  Lancaster  Hotel 

57. 

Stetson  Hat  Company 

15.  Chubb  Group  of  Insurance 

37. 

Leaseway  Transportation 

58. 

Stone  Container  Corporatic 

Companies 

38. 

Management  Recruiters 

59. 

Stouffer  Hotels 

*16.  CIGNA  Corporation 

39. 

Mead  Paper 

60. 

Sunkyong  Limited 

17.  CompuServe 

40. 

Mitsubishi  Electric  Sales 

61. 

Toshiba  America,  Inc.  Copi 

*18.  Conrail 

America 

Products  Group 

19.  Daewoo 

41. 

Mobil  Corporation 

62. 

Trusthouse  Forte  Hotels 

20.  Doubletree  Hotels 

42. 

Moore 

63. 

US  Sprint 

21 .  Eterna  Watch  Corporation 

43. 

NCR  PC  Division 

64. 

Uniforce  Temporary  Servic 

22.  Executive  Jet  Aviation 

44. 

NYNEX  Corporation 

65. 

Volvo  Cars  of  North  Americ 

Annual  Reports 

66.  Ameritech 

69. 

The  Korea  Fund 

72. 

Phillips  Petroleum  Companl 

67.  Canadian  Pacific  Limited 

70. 

MagneTek,  Inc. 

*73. 

Tandy/Radio  Shack 

*68.  Conrail 

71. 

Parker  Hannifin 

74. 

Veba  AG 

Financial  Products/Services  Information 

75.  D.H.  Blair  &  Co.,  Inc. 

81. 

Long-Term  Careplans  Inc. 

85. 

Twentieth  Century  Investor 

*76.  CSX  Corporation 

82. 

The  New  England 

Inc. 

77.  Chicago  Board  of  Trade 

83. 

NIKKEI  (Nihon  Keizai  Shimbun, 

86. 

US  WEST  Financial  Servio 

78.  Chicago  Mercantile  Exchange 

Inc.) 

87. 

Van  Kampen  Merritt — Offer 

79.  Council  on  Foundations 

84. 

SteinRoe  Mutual  Funds 

Products  for  Investing  with 

80.  Donaldson  Lufkin  &  Jenrette 

Area  Development  Information 

*88.  C  nrail  90.   Indiana  Northeast  Development 

i  Department  of  Industry        91 .  Oklahoma  Gas  and  Electric 
&  Trade  Company 


Sense  of  Direction 


MERRILL  LYNCH 


92.  Unl 

Diminir! 


Opportunities  Amid 
Expectations 


93.  45  Tax-Saving  Ideas 


How  would  you  dress  an  Atlantic  reader? 

In  a  custom  tailored  suit  and  handcrafted  shoes,  The  fact  is  our  readers  have  a  big  influence  on  what 

>erhaps?  Bermuda  shorts,  sandals  and  nosecoat?  people  think.  And  they  have  an  even  bigger  influence 

Well,  they're  both  right.  Along  with  thousands  of    on  what  people  buy 
>ther  ways  to  dress  our  readers.  Who  happen  to  be  Consider  The  Atlantic-a  magazine  renowned  for 

veryone  from  industrialists  to  rock  stars.  its  award- winning  writing  and  coverage  of  major  issues. 

There  is  one  way,  however,  to  describe  all    a    . .  The  x»  Once  you've  dressed  our  readers,  you'll 

>ur  readers.  Influential.  iYllEtXlllC    ^nc^  tneY re  Just  wh°  you're  looking  for. 

Well-read.  Well-rounded. 


©  1988  The  Atlantic  Monthly 


lion  sq.  ft.,  mostly  NYC,  SF.  Own 
ritzy  Fairmont  Hotel  chain  (New 
Orleans,  SF,  Dallas,  etc.);  bought 
Weilers'  50%  interest  in  hotels  for 
estimated  $180  million  1982. 
"They  were  nongrowth  onented. 
We  felt  differently."  Also  co-own 
SF  office  buildings  with  Walter 
Shorenstein  (which  see).  Sons  of  Ben 
run  Swig  empire:  Mel,  71,  does 
deals;  brother  Richard,  63,  heads 
hotels;  brother-m-law  Richard  Din- 
ner, 67,  retired.  Philanthropic  with 
education,  Jewish  causes;  active 
Democrats;  share  fortune  believed 
to  exceed  $550  million. 


Publishing.  Origin:  Boston.  Fading 
Boston  Globe  revived  1872  by  Gen- 
eral Charles  H.  Taylor.  Paper's 
management  dominated  by  suc- 
ceeding three  generations.  William 
O.,  56  (married,  3  children),  great- 
grandson  of  the  general,  current 
chairman  of  umbrella  company  Af- 
filiated Publications,  Inc.  Jordan 
trust  (see  J  or  dan  family)  held  10  mil- 
lion shares,  ends  1996.  To  ensure 
control,  Taylor  set  up  Class  B  stock 
in  May,  via  2-for-l  split.  New  stock 
has  10  votes  per  share;  limited 
transfer  rights  to  keep  voting  stock 
in  Taylor  family.  Profits  mostly  fed 
back  to  paper.  Notable  exception: 
$82  million  investment  in  McCaw 
Cellular  Communications  Cos.  (see 
McCaus).  Huge  paper  return  in  a  few 
years:  over  $1.3  billion,  AP  owns 
47%  equity  in  McCaw.  Taylors 
maintain  modest  lifestyle  largely 
out  of  public  eye.  Fortune  estimat- 
ed at  least  $600  million. 


/'e /////A- 


Origin:  Diboll,  Tex.  Descendants  of 
Thomas  Louis  Latane  Temple  Sr., 
who  founded  (Temple  Industries 
predecessor)  Southern  Pine  Lumber 
Co.  1893  with  7,000  acres  timber  in 
East  Texas.  Son  Arthur  inherited 
200,000  acres,  $2  million  debt 
1934;  turned  business  around; 
merged  with  Time  Inc.  1973,  by 
then  half-million-acre  forest  earn- 
ing $9.6  million  a  year,  overseen  by 
innovative  grandson  Arthur  Jr., 
who  developed  "perpetual  forest," 
selective  harvesting.  Arthur  Jr  ,  68, 
Time  vice  chairman  1978-83,  n 
chairman  Temple-Inland;  spun  off 


1984.  Son  Arthur  III  (Buddy),  47, 
served  4  terms  in  Texas  house,  ex- 
chairman  Texas  Railroad  Commis- 
sion, lost  race  for  governor  1982. 
Now  chairman  Exeter  Co.,  family 
real  estate  development  co.  Temple 
family  stake  in  T-I,  Time,  etc.,  be- 
lieved worth  $950  million. 


l/Aionn- 


Kalamazoo,  Mich.  Descendants  of 
Drs.  Henry  and  William  Erastus 
Upjohn.  WE.  invented,  patented 
first  dissolvable  pill  for  accuracy  of 
dosage.  Brothers  founded  Upjohn 
Pill  and  Granule  Co.  1886.  Devel- 
oped Phenolax,  premier  flavored 
laxative  (mint)  1908.  Co.  grew: 
Kaopectate;  pioneered  oral  digitalis 
tablet  for  heart  patients;  also  first  to 
mass-produce  antibiotics  during 
WWII;  went  public  1958.  Upjohn's 
wonder-drug  Rogaine,  antibaldness 
treatment  approved  in  Canada,  Eu- 
rope 1988,  recently  approved  by 
FDA.  Xanax,  Halcion  (central  ner- 
vous system  agents)  big  winners 
1987.  Also  Asgrow  Seed  Co.;  pro- 
duces agronomic,  vegetable  seeds. 
Family  believed  to  hold  20%  of 
stock,  other,  worth  $1.4  billion. 


II  a/ion 


Origin:  Armonk,  N.Y.  Heirs  of 
Thomas  John  Watson,  "the  world's 
greatest  salesman."  Born  New  York 
1874;  $6-a-week  bookkeeper,  later 
sold  sewing  machines,  caskets,  pi- 
anos. After  NCR  gig,  became  head 
Computing-Tabulating-Recording 
Co.  1914;  "professional  manager," 
took  salary,  piece  of  profits  over 
equity;  gradually  bought  shares. 
Renamed  co.  International  Busi- 
ness Machines  1924;  conceived 
mottoes  "think,"  "World  Peace 
Through  World  Trade."  Saw  first 
commercial  computer  from  Uni- 
vac;  took  dominant  place  in  new 
market,  enjoyed  some  success  as 
IBM.  Sr.  died  1956,  left  4  kids  (2 
now  deceased);  Thomas  Jr.  ran  co. 
until  1971.  Led  computer  explo- 
sion: mainframes,  circuit  boards, 
silicon  chips.  IBM  now  world's 
most  profitable  co.  (sales  $54.2  bil- 
lion, earnings  $5.3  billion).  Thomas 
Jr.,  74,  U.S.  ambassador  to  U.S.S.R. 
No  Watson  still  with  IBM,  but  fam- 
ily believed  to  hold  stock  worth 
over  $330  million. 


Watta 


Origin:  Ogden,  Utah.  Descendants 
of  Edmund  O.  Wattis,  who  co- 
founded  Utah  Construction  1900 
with  Mormon  banker  David  Eccles. 
Heavy  construction  company  first 
built  railroads,  then  bridge  and 
Hoover,  Grand  Coulee  dams;  other 
government  projects.  Prolific  Ec- 
cles family's  shares  dispersed;  Wat- 
tises  held  theirs.  Grandson  Ed- 
mund Littlefield  named  chairman 
1971,  insisted  on  one  condition: 
wouldn't  hire  founders'  relatives. 
Steered  Utah  Intl.  out  of  construc- 
tion business.  Diversified  into  coal, 
copper  mining;  early  contracts  with 
Japan.  Family  held  14%  when  UI 
sold  out  to  General  Electric  1976  in 
then-largest  merger  ($2.2  billion). 
Littlefield,  one  surviving  aunt 
(Phyllis  Wattis)  and  13  other  rela- 
tives hold  GE  shares  worth  about 
$900  million. 


WeO* 


'ev 


NYC.  Descendants  of  Jack  Weiler, 
84,  who  operated  in  NYC  while 
partner  Ben  Swig  (see  family)  han- 
dled Boston,  then  San  Francisco. 
Brokered  leases  for  retail  chains 
1940s,  1950s;  bought  commercial, 
residential  properties.  Swig,  Weiler 
&  Araow  now  controls  some  5  mil- 
lion sq.  ft.,  mostly  NYC,  SF,  some 
elsewhere.  Swigs  bought  Weilers' 
interest  in  tony  Fairmont  Hotel 
chain  (San  Francisco,  Dallas,  etc.) 
for  estimated  $180  million  1982; 
families  still  partners  NYC,  SF 
buildings.  Some  SF  office  buildings 
with  Walter  Shorenstein  (which  see). 
Jack,  lavish  contributor  Jewish 
causes,  spends  much  time  with 
charity;  son  Alan,  54,  co.  attorney; 
son-in-law  Robert  Amow,  64,  also 
active.  Weilers,  less  active  than 
Swigs,  share  fortune  estimated  at 
least  $500  million.  Jack:  "If  you 
take  us  off  your  list,  it  won't  break 
our  hearts." 


II 


r  i/4f/i(n>a*ie/r 
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St.  Paul,  Seattle  et  al.  Frederick 
Weyerhaeuser  (1834-1914)  came 
from  Germany,  at  18  found  work  in 
111.  sawmill.  Later  bought  with 
friend  from  1857  bankruptcy.  Ap- 
plied manifest  destiny  to  logging, 
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or  all  oflifes  celebrations,  in  all  of  love's  languages,  only  a  diamond  is  forever. 


tyatfrUvu  ^rcwtuMseb 


cut  swath  from  St.  Paul  to  Pacific. 
Bought  900,000  acres  at  $6/acre 
from  RR  magnate  James  Hill  1900; 
formed  Weyerhaeuser  Co.  At  one 
time  had  interests  in  some  200 
Weyerhaeuser-related  companies. 
Earlier  cut-and-run  methods  out- 
raged Teddy  Roosevelt,  but  co.  pio- 
neered tree  farming  in  1940s,  now 
considered  "best  of  the  s.o.b.s." 
"This  is  not  for  us  or  our  children. 
It  is  for  our  grandchildren."  Great- 
great-grandchildren  not  doing  too 
badly  either.  Today  nearly  250  de- 
scendants including  great-grandson 
and  ceo  George  share  10%  Weyer- 
haeuser, 33%  Potlatch,  15%  Corn- 
share,  etc.,  etc.,  estimated  worth 
over  $1  billion. 


Southern  Calif.  Descendants  of 
Mericos  H.  Whittier,  who  cofound- 
ed  Belndge  Oil  1911  with  4  others; 
served  as  president  until  death  in 
1925.  Son  Leland  president  1965  to 
1979.  Two  families  sold  out  to  Tex- 
aco, Mobil  1930s;  Whittier,  Buck, 
Green  families  (see Dottv Green)  sold 
to  Shell  for  $3.6  billion  1979.  Larg- 
est takeover  at  time,  their  com- 
bined stake  56%.  Mcncos'  4  chil- 
dren, grandchildren  received  $475 
million  after  taxes.  Family  still 
holds  interest  in  M.H.  whittier, 
small  oil  company.  Helen  Whittier 
Woodward  (d.  19841  donated  eye  in- 
stitute to  Scripps  Foundation,  Asia 


Complex  to  San  Diego  Zoo.  Family 
extremely  secretive  "for  safety's 
sake."  Proceeds  from  Belridge  sale 
believed  now  worth  $700  million. 


y/fWx 

Chicago.  Descendants  of  Arthur 
Wirtz  (King  Arthur  to  friends),  son 
of  Chicago  cop.  Bought  Chicago 
real  estate  1920s,  after  U.  Michi- 
gan; took  advantage  of  Depression 
bargains,  eschewed  mortgages. 
With  grain  speculator  Jim  Norris  (d. 
1966)  acquired  string  of  sports 
teams,  arenas,  including  Madison 
Square  Garden.  Empire  overthrown 
in  1957  antitrust  suit.  Norris' 
daughter  sued  family  for  damages 
in  stock  fraud  case,  but  statute  of 
limitations  ran  out.  Arthur  died 
1983;  oldest  son  William  oversees 
family's  liquor  distributorship 
(among  the  largest  in  Illinois,  Min- 
nesota), real  estate,  banking,  hotel 
interests  in  Chicago.  Family  inter- 
ests in  Chicago  (hockey)  Black 
Hawks,  (basketball)  Bulls.  City 
seeking  new  sports  complex  at  old 
Chicago  Stadium  owned  by  family. 
Two  sons,  2  daughters  share  fortune 
estimated  at  least  $500  million. 


7/ ,'//<■ 


Columbus,  Ohio  et  al.  Descendants 
of  brothers  Robert  F.  and  Harry  P., 
creators   of    19th-century   fortune 


hinged  on  Wear-U-Well  shoes.  Di- 
versified into  media:  bought  Colum- 
bus Dispatch  1905;  later  added 
broadcast  interests.  Empire  now  in- 
cludes Dispatch,  2  tv,  2  radio  sta- 
tions, Ohio  magazine,  banking  and 
real  estate  interests.  Extremely  in- 
fluential Republican  force  in  Ohio; 
founder's  grandson  John  W.,  60, 
"stands  alone  as  the  top  banana  in 
town."  John  W.  and  cousin  John  F. 
head  14-member  family,  control 
2.5%  National  City  Corp.,  have 
10%  stake  in  Ohio  Co.  (investment 
bank).  Family  assets  worth  at  least 
$550  million. 


Artesia,  N.M.  Patriarch  Martin 
Yates  Jr.  drilled  first  commercial 
well  on  New  Mexico  side  of  Perm- 
ian Basin  1921;  family  lore  says  he 
dug  dry  holes  until  wife  picked  spot 
that  yielded  gusher.  Built  pipeline, 
refinery  1 920s,  sold  refinery  in  De- 
pression. Martin's  4  sons:  Harvey, 
Saint  Clair  Peyton  (S.P.),  Martin  III, 
John  built  Yates  Petroleum;  disas- 
trous foray  into  mining  forced  Har- 
vey to  cash  out  to  brothers  1963; 
rebuilt  own  oil  fortune.  Grandson 
Harvey  Jr.  on  way  up  with  Cibola 
Energy  Corp.,  but  Yates  Petroleum 
still  predominates  in  N.M.  Third 
generation  active  in  company.  S.P., 
John  and  Martin's  widow  share 
Yates  Petroleum,  plus  other  small 
interests,  worth  $380  million. 


S&xcvteut/eaam&i^ 


Agnes  Ash,  publisher,  I'uhn  Btaab  Ihii1\  \ett  s. 

George  Bcczcr,  cduor,  Lehigh  Univcrsnv  Alumni  Bulletin 

Larry  Birger.  Business  Mondav  editor   Miami  Mantis! 

Blackburn  &  Company,  media  brokers  Washington,  DC. 

R.W.  Bryam  &  Co.,  oil  publications.  Ausnn.  Tex 

Brian  Burton,  editor,  huluitui  BtabWB  Indianapolis. 

Lee  E  Dirks,  media  consultant   Lee  E   Dirks  c*  Assoc  ,  Birmingham,  Mich 

Con  Dunn,  managing  editor.  //<■»«  (  enter  MinjiiiirtM.  I'rainc  View,  111 

hUuit  &  Publish*  Yearbook,  NYC. 

Sy  Eskcnazi.  Manager,  Real  Estate  Data,  Inc.,  NYC 

Fred  Fogarty,  retired  columnist,  'iamb  Florida  Bunnm  Imtnutl,  Miami. 

Mary  Fnedberg,  editor,  Cbtcbmob  Busbtms  Qourimr. 

Sylvia  Fnsch,  Star  Tribune,  Minneapolis. 

Marc  Gams,  president,  Spottscoip,  Chicago. 

Louis  Graham   Tbt  Commercial  \ppeal  Memphis,  Tcnn 

lane  Glenn  Haas,  stall  writer. '  trangt  (  ount\  Register,  Santa  Ana,  Calif. 

Nancy  Hardv,  editor,  Honda    Una  Meusleam 

Bob  Hastings,  president,  hustings,  (  oovoy,  Bran  c*  Assoc ,  Honolulu. 

Charles  H   Kadlec,  president   Frszn  r  ^.mss  os.  Kadlec  lnc ., 

communications  consultants,  Washington,  DC 
LetO)  Keller,  media  consultant,  NYC 
Hugh  Kellev,  Landauer  Associates  lnc  .  NYC 

lames  B.  Kobak,  publishing  consultant   lames  B  Kohak  &  Co.,  Danen,  Conn, 
ludy  Leek,  Erikson  Realtv    Laughlin    Nev 
lohn  Line-hard,  Coldwell  Hanker,  Washington,  DC 
Perrin  H   Long  Jr..  Lippet  Analvtieal  Securities  Corp.,  NYC. 
Carlcn  Maddux,  lb*  Maddux  Report  St   Petersburg,  Fla 
Paul  Massey.  sales  consultant.  Coldwell  Banker,  NYC 
Steven  I   Matt,  manager  appraisal  and  valuation  group, 

Arthur  Andersen  c\  i \<    Hjll.is 


Daniel  McNamee,  media  consultant,  McNamee  Consulting  Co.,  NYC. 

Russell  Miller,  author,  The Houmqf  Gaby 

MR  Montgomery,  author.  In  s«jrc/>  of  LI  Bean 

Nsatonar  Mull  Uonbor  magazine,  Clearwater,  Fla. 

Robert  W  Pohlc,  Pohle  Partners  Inc.,  Excelsior,  Minn. 

lay  Pouzar,  agent,  Coldwell  Banker,  Chicago. 

/v.  tfmskmal  ButUhr  magazine,  Dcs  Plaines,  HI. 

Gerald  D  Rcilly,  newspaper  broker  and  media  consultant,  Greenwich,  Conn. 

Henry  Robbins,  Yale-Robbins,  Inc.,  Manhattan  Office  Buildings.  NYC. 

Petti  Rosenthal,  Howard  Rubenstein  Associates,  NYC 

lames  Russell,  financial  editor,  Miami  Herald. 

Michael  Seemuth,  editor,  'Uiuth  Florida  Business  Journal. 

Icrcmy  Shamos,  media  consultant  and  attorney,  Denver. 

Alex  Sheshunoff,  Shcshunoff  &  Co..  Austin,  Tex. 

•Jxjppme  (ewer  UirW  magazine,  Atlanta 

Donald  Sorcnson.  business  writer.  The  Oregonutn,  Portland,  Ore. 

L  Mark  Stone,  media  broker,  Henry  Ansbachcr  &  Co.,  NYC. 

Scabury  Stonebumcr,  vice  chairman  and  cfo,  Kogcr  Co. 

Ron  Stuart,  editor  Tampa  lun  Busbuss Journal,  Tampa,  Fla. 

Leonard  Tcitlcbaum,  first  vice  president,  Merrill  Lynch,  NYC. 

Bruce  Thorp,  media  analyst,  Provident  National  Bank,  Philadelphia 

lohann  Voclkcr,  realtor  associate,  Coldwell  Banker,  Washington,  DC 

Frank  Walters,  editor  Impact,  NYC 

lim  Warren,  press  secretary  to  Texas  Secretary  of  State  lack  Rains.  Austm,  Tex. 

tbt  Wmbbaaomkm,  Washington,  DC. 

Roy  Weisman,  media  broker,  Henry  Ansbacher  &  Co.,  NYC. 

Newspaper  libraries 

Tbt  Cincinnati  Post  Dayton  Ikuh  ,\«>,  IXtuxr  /'<*/,  iiuliuiutptilis  Star,  Maples  Daily 

Sens,  New  Orleans  limes  I'mnune.  OrUituio  Sentinel,  Seattle  Times,  Tampa  Tribune, 

Youngstown  |Ohio)  Vnulicator 
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We're  already 

making  plans  for 

theyear2000. 


Consolidated  Freightways  is  one  freight  trans- 
portation company  that  keeps  its  eyes  firmly  on  the 
road  but  isn't  afraid  to  think  about  things  down  the 
road.  But  we've  been  doing  this  for  years.  After  all,  we 
pioneered  the  use  of  doubles.  We  were  the  first 
to  provide  service  to  and  from  Canada,  Mexico  and 
Hawaii.  And  our  extensive  computer  system  is  the 
most  advanced  in  the  industry.  In  fact,  we're  already 
experimenting  with  satellite  communications  between 
freight  terminals  and  our  central  computers.  And 
down  the  road  we're  planning  mobile  satellite  trans- 
mitters between  trucks  and  the  CF  computer  system. 
So  you  can  look  forward  to  superior  reliability7, 
increased  capacity  and  lower  cost.  At  CF,  the  year 
2000  isn't  science  fiction,  it's  business  fact. 


COnSOUDRTED 
FREIGKTUJRVS.inC 


The 

Company 


Miles  aheaD 


The  crash  of  1987  hurt  members  of  The  Forbes  Four  Hundred,  but  not  as  much  as 
one  might  think.  Of  last  year's  roster,  22  fell  off  because  their  stock  declined,  4  died 
and  26  were  passed  by  stronger  fortunes  or  removed  for  other  reasons. 

Who  left  the  list? 


DIED 

Bernhard,  Arnold.  Westport,  Conn. 
Estimated  $390  million  fortune  (Val- 
ue Line,  Inc.)  1987.  Died  Dec.  22, 
1987.  Survived  by  wife,  2  children  (see 
Jean  Bemhard  Buttna  » 

du  Pont,  Pierre  Samuel  III.  Rockland, 
Del.  Estimated  $300  million  fortune 
(Du  Pont  inheritance)  1987.  Died  Apr. 
9,  1988  at  age  77.  Survived  by  3  chil- 
dren. (See  siblings  Willis  du  Pont,  Edith 
du  Pont  Pearson,  other  du  PontS,  below; 
see  also  du  Pont  family.) 

Goldman,  Sol.  NYC  Estimated  $1.1 
billion  fortune  (real  estate)  1987.  Died 
Oct.  18,  1987  at  age  70.  Survived  by 
wife  Lillian  (which  sec),  4  children  (see 
Sol  Goldman  family),  his  mother,  2 
brothers  and  1  sister. 

von  Platen,  Ruth  Chandler.  San  Man 

no,  Calif.  Estimated  $300  milli  n  in- 
heritance (Times  Mirror  Co.)   1987. 


Died  Dec.  10,  1987  at  age  90.  Survived 
by  husband,  3  children  (see  Chandler 
family). 

DECLINED 

Andreas,  Dwayne  Orville.  Bal  Har- 
bour, Fla.  70.  Estimated  $230  million 
stock  holdings  (Archer-Daniels-Mid- 
land  Co.)  in  1987,  but  Soybean  King's 
stock  took  a  beating  in  last  year's 
Wall  Street  crash.  Visible  net  worth 
below  minimum  this  year. 

Bainum,  Stewart  Sr.  Silver  Spring, 
Md.  69.  Estimated  $250  million  for- 
tune (Manor  Care)  1987.  Health  care 
stock  at  $18  in  1987  sank  below  $12 
in  1988,  dragging  net  worth  below 
minimum. 

Berrie,  Russell.  Englewood,  N.J.  55. 
Estimated  $420  million  net  worth 
iRuss  Berrie  &  Co.)  1987.  Stock  slid 
in  stock  market  shakeup,  under 
minimum. 


Colket,  Tristram  C.  Jr.  Paoli,  Pa.  50. 
Estimated  $240  million  fortune 
(Campbell  Soup)  1987.  Personal 
Campbell  stock  holdings  down;  visi- 
ble net  worth  below  minimum  for 
now  (see  uncle  John  Dorrance  Jr.,  cous- 
ins Dorrance  Hill  Hamilton,  Hope  Hill 
van  Beuren). 

Furst,  Austin  Owen  Jr.  New  Canaan, 
Conn.  45.  Estimated  $230  million  for- 
tune (Vestron)  1987.  Even  switch  to 
movie  production  and  runaway  suc- 
cess of  Dirty  Dancing  couldn't  hold  up 
the  stock  of  this  videocassette  distrib- 
utor confronting  a  Hollywood  that 
now  distributes  its  own  videos. 

Littlefield,  Edmund  Wattis.  Burlin- 
game,  Calif.  74.  Estimated  $245  mil- 
lion fortune  (GE  stock,  real  estate) 
1987.  Stock  giveaways  coupled  with 
weak  market  put  fortune  below  mini- 
mum (see  Wattis  family). 

Mandel,  Jack  N.  Shaker  Heights, 
Ohio.  76.  Estimated  $240  million  for- 
tune (Premier  Industrial  Corp.)  1987. 
Stock  decline  puts  fortune  below 
Forbes  Four  Hundred  minimum.  (See 
brothers  Joseph  and  Morton,  below;  see 
also  Mandel  family  ) 

Mandel,  Joseph  C.  Lyndhurst,  Ohio. 
74.  Estimated  $240  million  fortune 
(Premier  Industrial  Corp.)  1987.  (See 
brothers  Jack,  above,  Morton,  below v  see 
also  Mandel  family ) 

Mandel,  Morton  Leon.  Shaker 
Heights,  Ohio.  67.  Estimated  $240 
million  fortune  (Premier  Industrial 
Corp.)  1987.  (See  brot/jers  Jack  and  Jo- 
seph, above;  see  also  Mandel  family  ) 

Milliken,  Minot  King.  NYC.  72.  Esti- 
mated $325  million  fortune  (textiles, 
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There's  one  card  that  lets  you  call  from  anywhere  in  your  local  calling  area,  to  virtually  anywhere 
the  world,  and  pay  the  same  as  if  you  were  calling  from  your  desk.  So  now  vou  can  have  the  biggest 
fice  in  town,  because  the  town  is  your  office.  Let  us  show  your  1-800-999-6242. 


The  MCI  Card. 

America's 
Business  Card. 


I  (  omnanicattMU  C  nrpnritiiMi  1988. 

J  limn'  feature  utailuhlc  from  touch-lone ph_ 


all  major  I  .S.  cities. 


investments)  1987.  Decline  in  Mer- 
cantile Stores  Co.  stock,  downward 
revaluation  of  Milliken  &.  Co.  put  es- 
timated fortune  below  minimum  (see 
cousins  Roger,  Gerrish  Milliken). 

Milstein,  Monroe  Gary.  Burlington, 
N.J.  61.  Estimated  $250  million  for- 
tune (Burlington  Coat  Factory  Ware- 
house) 1987.  Stock  fortune  crashed 
with  the  market  on  Black  Monday. 
Net  worth  now  far  below  Forbes  Four 
Hundred  minimum. 

Nielsen,  Arthur  Charles  Jr.  Wmnetka, 
111.  69.  Estimated  $315  million  for- 
tune (Dun  &  Bradstreet)  1987.  D&B 
stock  recovered  somewhat  from  mar- 
ket crash  but  still  down  over  20%. 
Fortune  below  minimum  in  1988. 

Ottaway,  James  Haller  Sr.  Campbell 
Hall,  N.Y.  77.  Estimated  $255  million 
fortune  (Dow  Jones)  1987.  Declined 
with  market  crash,  stock  sales.  Below 
minimum  for  now. 

Paxson,  Lowell  W.  Clearwater,  Fla. 
53.  Estimated  $385  million  fortune 
(Home  Shopping  Network)  1987. 
HSN  stock  recently  $3.50  a  share  (ver- 
sus $15.50  in  1987).  Easy  come,  easy 
go  (see  also  Roy  Speer,  below). 

Pontikes,  Kenneth  Nicholas.  Barring- 
ton,  111.  48.  Estimated  $295  million 
fortune  (Comdisco)  1987.  Stock  in  his 
$1.1  billion  (1987  sales)  computer 
leasing  firm  down  nearly  40%  from 
1987. 

Price,  Sol.  La  Jolla,  Calif.  72.  Estimat- 
ed $325  million  fortune  (Price  Co.) 
1987.  Retailing  woes  in  1988  knock 
off  another  one.  Fortune  below  mini- 
mum for  this  year. 

Smith,  Frederick  Wallace.  Memphis. 
44.  Estimated  $295  million  fortune 
(Federal  Express  Corp.)  1987.  Fax  ma- 
chine frenzy,  competition  from  UPS 
took  bite  out  of  stock  price.  Fortune 
below  this  year's  minimum. 

Speer,  Roy  Merrill.  Clearwater,  Fla. 
56.  Estimated  $600  million  fortune 
(Home  Shopping  Network)  1987.  Sag- 
ging earnings,  a  lawsuit,  short-sellers 
hammered  this  "fad"  stock  down 
77%  from  1987  (see also Louvll Paxst »i. 
abot>e). 

Spiegel,  Abraham.  Beverly  Hills.  82. 
Estimated  $300  million  fortune  (Co- 
lumbia Savings  &  Loan!  *>ck 
decline  coupled  with  reapr  I 
holdings  put  him  below  min, 

Syms,  Sy.  Lyndhurst,  N.J.  62.   Esti- 
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mated  $240  million  fortune  (Syms 
Corp.)  1987.  Stock  decline  puts  him 
below  minimum  this  year. 

Weber,  Charlotte  Colket.  Ocala,  Fla. 
and  NYC.  45.  Estimated  $240  million 
inheritance  (Campbell  Soup)  1987. 
Campbell  stock  down  somewhat,  vis- 
ible net  worth  below  minimum  for 
this  high-profile  giver. 

Wexner,  Bella.  Columbus,  Ohio.  Late 
70s.  Estimated  $365  million  stock 
fortune  (The  Limited,  Inc.)  1987. 
Stock  decline  in  sluggish  fashion  in- 
dustry puts  fortune  far  below  mini- 
mum this  year. 

LEFT  BEHIND 

Cantor,  Bernard  Gerald.  Beverly  Hills 
and  NYC.  71.  Estimated  $225  million 
fortune  (securities  brokerage)  1987. 
Weaker  market  values  for  brokerage 
houses  after  the  crash  make  net  worth 
estimate  more  uncertain. 

Fleischer,  Ernest  Melvin.  Kansas 
City,  Mo.  55.  Estimated  $320  million 
fortune  (Franklin  Savings  Assoc.) 
1987.  Owns  smaller  percentage  of 
Franklin  than  previously  estimated. 
Fortune  now  believed  less  than  $225 
million. 

Haft,  Herbert  Herman.  Washington, 
D.C.  68.  Estimated  $225  million  for- 
tune (retailing,  real  estate)  1987. 
Black  Monday  plunge  in  Dart  Group 
stock  puts  fortune  below  this  year's 
minimum  for  individuals.  (See  Robert 
Haft,  below:  also  Haft  family  ) 

Haft,  Robert  Michael.  Washington, 
D.C.  35.  Estimated  $225  million  for- 
tune (retailing,  real  estate)  1987.  (See 
Herbert  Haft,  above:  Haft  family  ) 

Lusk,  John  David.  Newport  Beach, 
Calif.  80.  Estimated  $225  million  for- 
tune (real  estate)  1987  surpassed  by 
stronger  fortunes. 

Spielberg,  Steven  Allen.  Beverly  Hills. 
40.  Estimated  $225  million  fortune 
(motion  pictures)  1987.  In  spite  of  ter- 
rific year  at  box  offices  and  video 
stores,  uncertainty  over  movie  earn- 
ings (and  plenty  of  stronger  fortunes) 
turned  a  1987  debut  into  a  1988  close 
encounter. 

Weinberg,  John  Livingston.  NYC.  63. 
Estimated  $225  million  fortune 
(Goldman,  Sachs  &  Co.)  1987.  Post- 
crash  Wall  Street  woes  mean  that 
even  the  cream  of  the  investment 
banking  crop  might  not  be  worth 
what  it  once  was. 


REALIGNED 

Bancroft,  Christopher.  Denton,  Tex. 
37.  Estimated  $225  million  fortune 
(Dow  Jones  inheritance)  1987.  Stock 
decline  puts  visible  fortune  below 
Forbes  Four  Hundred  minimum.  (See 
siblings  Hugh  Bancroft  III,  Kathryn  Ban- 
croft Kavadas  and  Bettina  Klink,  below; 
see  also  Bancroft  family.) 

Bancroft,  Hugh  HI.  Newport  Beach, 
Calif.  39.  Estimated  $225  million  for- 
tune (Dow  Jones  inheritance)  1987. 
(See  siblings  Christopher  Bancroft,  above, 
Kathryn  Bancroft  Kavadas  and  Bettina 
Klink,  below,  see  also  Bancroft  family.) 

Bredin,  Octavia  Mary  du  Pont.  Green- 
ville, Del.  75.  Estimated  $240  million 
fortune  (Du  Pont  inheritance)  1987. 
Estimate  less  certain  postcrash;  wide- 
ly dispersed  fortune  among  multiple 
du  Pont  heirs  now  covered  in  family 
group.  (See  siblings  Constance  du  Pont 
Darden,  Irenee  du  Pont  Jr.,  Lucile  du 
Pont  Flint,  Margaretta  du  Pont 
Greenewalt,  Irene  du  Pont  May,  Eleanor 
du  Pont  Rust,  Mariana  du  Pont  Silliman, 
below,  see  also  Pierre  Samuel  du  Pont  II 
family.) 

Darden,  Constance  Simons  du  Pont. 

Norfolk,  Va.  84.  Estimated  $240  mil- 
lion fortune  (Du  Pont  inheritance) 
1987.  (See  Octavia  du  Pont  Bredin, 
above,  other  du  Ponts,  below;  see  also  du 
Pont  family.) 

du  Pont,  Irenee  Jr.  Montchanin,  Del. 
68.  Estimated  $240  million  fortune 
(Du  Pont  inheritance)  1987.  (See  Octa- 
via du  Pont  Bredin,  above,  other  du 
Ponts  above  and  below;  see  also  du  Pont 
family.) 

du  Pont,  Willis  Harrington.  Palm 
Beach,  Fla.  52.  Estimated  $300  mil- 
lion fortune  (Du  Pont  inheritance) 
1987;  estimate  less  certain  postcrash. 
Widely  dispersed  fortune  among  mul- 
tiple du  Pont  heirs  merits  regrouping 
into  family  section.  (See  siblings  Pierre 
du  Pont  III,  above,  Edith  du  Pont  Pear- 
son, below,  other  du  Ponts,  see  also  du 
Pont  family.) 

Flint,  Lucile  Evelina  du  Pont.  Green- 
ville,  Del.  73.  Estimated  $240  million 
fortune  (Du  Pont  inheritance)  1987. 
(See  Octavia  du  Pont  Bredin,  above,  other 
du  Ponts,  above  and  below,  see  also  du 
I 'out  family  ) 


Greenewalt,  Margaretta  Lammot  du 
Pont.  Greeneville,  Del.  86.  Estimated 
$240  million  fortune  (Du  Pont  inheri- 
tance) 1987.  (See  Octatia  du  Pont  Bre- 
din. above,  otlyer  du  Ponts,  above  and 
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^Effective  reduction  subject  to  current  assumptions  and  other  requirements.  If  you 
have  a  net  worth  of  over  $2  million  dollars,  call  for  detailed  information  or  to 
request  our  video  tape—  "Wealth  Creation  and  Preservation" 
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►  Pay  your  taxes  at  10  to  30  cents  on  the  dollar. 
Reduce  your  55%  estate  tax  bracket  to  10%  or  less. 
Increase  your  $600,000  estate  tax  exemption  many  fold. 

►  Achieve  guaranteed  risk-free  return  many  times  original  outlay. 

►  Create  and  preserve  wealth  for  children  and  grandchildren. 

►  Increase  charitable  gifts  5  to  10  times  with  no  additional  outlay.  ^ 

►  Increase  your  $10,000  annual  tax-free  gifts  to  $1,000,000. 
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Barry  Kaye  Associates 

In  California:  1840  Century  Park  East  Outside  California: 

(213)  203-5433  Los  Angeles,  California  90067  (800)  662-5433 

(800)  982-5433  FAX:  (213)  282-0775  > 
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below;  see  also  du  Pont  family.) 

Hearst,  Hope  Chandler.  Beverly  Hills. 
67.  Estimated  $500  million  fortune 
(Hearst  Corp.)  1987.  Husband  David's 
(d.  1986)  share  of  Hearst  fortune  con- 
trolled by  their  children.  (See  David 
Hearst  arid  Millicent  Baoudjakdji.) 

Kavadas,  Kathryn  Bancroft.  Waban, 
Mass.  36.  Estimated  $225  million  for- 
tune (Dow  Jones  inheritance)  1987. 
(See  siblings  Christopher  Bancroft,  Hugh 
Bancroft  III,  above,  Bettina  Klink,  below; 
see  also  Bancroft  family  ) 

Klink,  Bettina.  Los  Angeles.  47.  Esti- 
mated $225  million  fortune  (Dow 
Jones  inheritance)  1987.  (See  siblings 
Christopher  Bancroft,  Hugh  Bancroft  III, 
Kathryn  Bancroft  Kavadas  above;  see  also 
Bancroft  family.) 

May,  Irene  Sophie  du  Pont.  Wilming- 
ton, Del.  87.  Estimated  $240  million 
fortune  (Du  Pont  inheritance)  1987. 


(See  Octavia  du  PontBredin,  above,  other 
du  Ponts,  above  and  below;  see  also  du 
Pont  family.) 

Pearson,  Edith  du  Pont.  Montchanin, 
Del.  76.  Estimated  $300  million  for- 
tune (Du  Pont  inheritance)  1987.  (See 
siblings  Pierre  du  Pont  III,  Willis  Du  Pont, 
above,  other  du  Ponts,  see  also  du  Pont 
family.) 

Rust,  Eleanor  Francis  du  Pont.  Thom- 
asville,  Ga.  81.  Estimated  $240  mil- 
lion fortune  (Du  Pont  inheritance) 
1987.  (See  Octavia  du  Pont  Bredin, 
above,  other  du  Ponts,  above  and  below; 
see  also  du  Pont  family  > 

Silliman,  Mariana  du  Pont.  Mont- 
chanin, Del.  77.  Estimated  $240  mil- 
lion fortune  (Du  Pont  inheritance) 
1987.  (See  Octavia  du  Pont  Bredin,  other 
du  Ponts,  aboi  >e;  see  also  du  Pont  family  ) 


REMOVED 

Alkek,  Albert.  Victoria,  Tex.  77.  Esti- 
mated $310  million  fortune  (oil, 
stocks)  1987.  Continued  oil  industry 
weakness  and  unclear  stock  holdings 
at  this  point  make  net  worth  difficult 
to  determine. 

Koll,  Donald  Milton.  Newport  Beach, 
Calif.  55.  Estimated  $300  million  for- 
tune (real  estate)  1987.  Uncertainty 
concerning  equity  and  ownership  of 
projects  puts  him  off  this  year's  list. 

Rock,  Arthur  J.  San  Francisco.  62.  Es- 
timated $225  million  fortune  (venture 
capital)  1987.  Uncertainty  resulting 
from  secrecy  surrounding  his  hold- 
ings encouraged  removal  in  favor  of 
better-substantiated  fortunes. 

Smith,  Marian  Uldine  Day.  Atlanta. 
54.  Estimated  $300  million  inheri- 
tance (Days  Inns)  1987.  Fortune  was 
overstated. 


What  happens  if  you're  the  401st  richest  person  in  the  U.S.?  You  save  your  money, 
work  hard,  and  hope  for  better  luck  next  year.  Life  is  hard. 


Class  of  89? 
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Joseph  Dahr  Jamail 

Law.  Houston.  62.  Married,  3  sons. 
Son  of  Lebanese  immigrants;  claims 
relation  to  Lebanese  President  Amin 
Gemayel.  WWII  Marines  hitch,  U.  of 
Texas  law  school  1953,  "King  of 
torts"  since:  at  least  75  settlements 
over  $1  million.  Won  $10.5  billion 
(largest  ever)  damage  award  in  histor- 
ic Texaco-Pennzoil  case  1985  ("labor 
of  love"  for  longtime  pal,  Pennzoil 
chairman  Hugh  Liedtke).  Partied  with 
friend  Willie  Nelson  night  before  trial 
summations:  "Now  that's  how  you 
get  ready  for  a  closing  argument."  Set- 
tled case  for  $3  billion  1987.  Joe's  cut: 
over  $300  million.  After  full  tax, 
should  be  worth  at  least  $220  million. 
"After  personal  injury  law,  this  busi- 
ness litigation  is  a  f cakewalk." 
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For  Bill  Demby,  the  difference  means 
getting  another  shot. 


When  Bill  Demby  was  in  Vietnam,  he 
used  to  dream  of  coming  home  and  play- 
ing a  little  basketball  with  the  guys. 

A  dream  that  all  but  died  when  he  lost 
Doth  his  legs  to  a  Viet  Cong  rocket. 


But  then,  a  group  of  researchers  dis-  is  back.  And  some  say,  he  hasn't  lost  a 

covered  that  a  remarkable  Du  Pont  plastic  step. 

could  help  make  artificial  limbs  that  were  At  Du  Pont,  we  make  the  things  that 

more  resilient,  more  flexible,  more  like  make  a  difference, 
life  itself. 

Thanks  to  these  efforts,  Bill  Demby 


Better  things  for  better  living. 


MPU 
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Donald  Joseph  Laughlin 


Avron  B.  Fogelman 


Glenn  Robert  Jones 


Gambling.  Laughlin,  Nev.  57.  Sepa- 
rated, 3  children.  As  Minnesota  boy, 
took  home  $400  a  week  renting  slot 
machines  to  bars,  restaurants.  Quit 
school  9th  grade  at  principal's  ultima- 
tum: school  or  gambling.  "I  was  mak- 
ing more  money  than  he  was."  With 
cop  crackdown,  moved  to  Las  Vegas 
1952;  bought  101  Club  casino.  Sold 
1966  to  buy  bankrupt  bar,  8-room  mo- 
tel and  bait  shop  for  $225,000  on 
Colo.  River;  now  760-room  Riverside 
Resort  &  Casino  (1988  gaming  reve- 
nues, $80  million).  Bordertown 
Laughlin  (pop.  3,000,  near  Ariz.)  a 
"blue-collar  gambling"  mecca;  river- 
front land  over  $1  million  an  acre. 
Casino,  land,  etc.  worth  at  least  $220 
million. 


John  Calvin  Portman 

Real  estate.  Atlanta.  63.  Married,  6 
children.  Stint  in  Navy,  then  Ga. 
Tech.  Built  Atlanta  trade  show  facili- 
ty 1961,  ignoring  architects'  no-de- 
veloping creed:  "I'm  the  Medici  to 
my  own  Leonardo."  Big  splash  with 
23-story  Atlanta  Hyatt  atrium  1967. 
Designed,  built  office/hotel  projects 
worldwide  taking  small  pieces  of 
many  pies:  Peachtree  Center  (Atlan- 
ta), Embarcadero  Center  (SF),  huge 
project  in  China.  Bad  reviews  on  De- 
troit's Renaissance  Center:  "World's 
most  vexing  pile  of  steel  and  con- 
crete." Wrestled  12  years  with  $375 
million  Marriott,  NYC.  "I  didn't 
want  to  do  schoolroom  additions,  I 
wanted  to  leave  footprints  in  the 
sand."  Footprints  now  total  some 
$220  million. 


Ted  Mann 

Movie  theaters.  Los  Angeles.  65.  Di- 
vorced, remarried  (to  actress  Rhonda 
Fleming);  2  daughters.  Son  of  North 
Dakota  homesteaders;  raised  in  Min- 
neapolis. Built  Midwest  movie  the- 
ater chain;  sold  1968,  kept  some  real 
estate.  To  LA  mid-1960s.  Bought  ail- 
ing 270-theater  National  Genera] 
chain  for  $67  million  1973,  including 
venerable  Grauman's  Chinese  The- 
atre— change  to  Mann's  Chinese  not 
well  received.  Rebuilt  chain  through 
trades,  construction,  sold  with  nearly 
400  screens  for  $245  Million  i 
"He  had  the  golden  touch.  "Still □ 
ages  theaters;  produces  movies,  in- 
vests in  production  companies  As- 
suming capital  gains  tax,  net  worth 
believed  at  least  $215  million. 


Real  estate.  Memphis,  Tenn.  48.  Mar- 
ried, 3  sons.  After  Tulane,  joined  fam- 
ily real  estate  business,-  built  first  du- 
plex apt.  Memphis  1962  with  brother 
Robert.  Established  Fogelman  Props. 
1978,  now  18,000  upscale  units  Mem- 
phis, Atlanta,  Nashville,  etc.;  heavy 
building  1980s  with  cheap  money:  "It 
was  my  decision  to  hit  it  a  good  lick." 
Co-owns  Kansas  City  Royals  (1985 
Series  winners)  with  Marion  Labs 
founder  Ewing  Kauffman  (which  see): 
pioneered  lifetime  contracts  giving 
players  real  estate  equity:  "The  build- 
ings will  pay  for  the  players."  Avron 
believed  worth  around  $200  million. 
Kauffman:  "All  I  know  is  if  I  call  him 
for  $2  million,  I  get  it  in  24  hours." 


Alan  Gerry 

Cable  tv.  Liberty,  N.Y.  59.  Married,  3 
children.  Joined  Marine  Corps  at  17; 
then  to  electronics  school,  early  stu- 
dent of  tv  1949.  Started  putting  up  tv 
towers  in  rural  N.Y.  State,  first  cable 
system  in  hometown  Liberty  1957: 
"just  trying  to  get  a  good  picture  on 
the  three  networks."  Bought  radio 
stations  (later  sold);  had  80,000  cable 
subscribers  1981,  after  acquisition 
binge  Cablevision  Industries  now  has 
almost  900,000  subs  (15th-largest 
U.S.  operator).  Recently  cut  tax-free 
stock  swap  with  Robert  Bass  (which 
see)  for  Wometco's  cable.  Though  debt 
is  considerable,  his  95%  should  be 
worth  over  $200  million.  "I  figure  I've 
got  another  20  years  before  I  start  to 
get  tired." 


Richard  Paul  Simmons 

Steel.  Sewickley,  Pa.  57.  Married,  2 
children.  Father  ran  small  Bridgeport, 
Conn,  gas  station;  Dick  studied  met- 
allurgy at  Massachusetts  Institute  of 
Technology.  Joined  steelmaker  Alle- 
gheny Ludium  1953;  left  for  competi- 
tor but  returned  1968,  steel  division 
pres.  1972.  Led  $195  million  LBO  of 
Allegheny  Ludlum's  specialty  steel 
unit  1980.  Survived  steel  industry 
doldrums  even  with  21%  interest 
payments.  Took  Allegheny  Ludium 
public  1987,  market  cap  now  $650 
million.  Dick:  "Who  in  their  right 
mina  could  have  anticipated  that?" 
Fanatic  for  cost  controls,  information 

stems;    survived    perforated    ulcer 

1968:  "Now  I  try  to  give  'em  instead 

cm."  Stock,  other  assets,  worth 

1   million.   "It's  sort  of  the  old 

icncan  dream." 


Cable  tv.  Denver.  58.  Divorced,  3 
children.  Disarmed  bombs  for  Navy; 
after  University  of  Colorado  law  de- 
gree represented  growing  cable  firms. 
Lost  bid  for  Congress  1964.  Borrowed 
$400  against  Volkswagen  to  buy  first 
system  1966.  Strung  cable  himself:  "I 
went  from  lawyering  to  working  in 
the  bucket  of  a  bucket  truck."  Used 
tax  benefits  of  limited  partnerships  to 
grow:  "It  was  more  appropriate  for 
cable  than  oil  and  gas,  you  didn't 
have  dry  holes."  Through  public 
Jones  Intercable,  Jones  Spacelink, 
now  13th-largest  (1.07  million  sub- 
scribers) U.S.  cable  operator.  Big  fees 
from  his  private  firm  that  brokers 
systems,  partnerships.  Writes  capital- 
ism-inspired poetry.  Worth  at  least 
$200  million. 


Ralph  Milton  Lewis 

Real  estate.  Upland,  Calif.  68.  Mar- 
ried, 4  sons.  UCLA-educated  CPA, 
started  building  homes  Upland,  Calif. 
1955  (area  40  miles  east  of  LA  now 
called  "Inland  Empire").  Expanded  to 
Las  Vegas  1961,  then  to  San  Bernardi- 
no County.  Lewis  Homes  now  a  $400- 
million-a-year  (sales)  homebuilding 
machine;  over  3,000  units  built  per 
year.  Ralph  buys  land,  sits  on  it:  "If 
someone  is  going  to  speculate  on  our 
property  it  will  be  us."  Goldy,  Ralph's 
wife  of  47  years,  partner  in  home  de- 
sign; sons — Richard,  Robert,  Roger, 
Randall — each  run  divisions.  Ralph: 
"Whatever  we  do,  we  do  together." 
Mild  stroke  1986;  kids  taking  over, 
much  in  their  names.  Total  worth 
some  $200  million. 


Igor  Olenicoff 

Real  estate.  Laguna  Beach,  Calif.  44. 
Married,  2  children.  Descendant  of 
Russian  merchant  family;  fled  Soviet 
Union  for  Iran  1943,  to  U.S.  1958. 
Through  govt,  program  earned  B.A., 
M.S.  and  M.B.A.  from  USC.  Job  at 
accounting  firm  led  to  one  at  Motown 
Records.  Began  buying  small  residen- 
tial properties,  cheap  Orange  County 
land  (not  so  cheap  anymore).  Built 
nearly  4  million  sq.  ft.  of  unglamorous 
mid-rise,  mixed-use  office  space,  also 
3,000  apts.  Notoriously  litigious:  "I'll 
deal  with  him,  but  I  wouldn't  want  to 
pour  concrete  for  him."  Built  up  equi- 
ty quickly  with  cash-cow  bldgs.,  refi- 
nanced much  with  $200  million  GE 
credit  loan  1987.  Net  worth  may  be 
$200  million. 
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The  Panasonic  Boom:  the  next  generation  in  business. 


/ 


4 
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re's  an  easy  way  out  in  anything. 

But  the  messages  I'm  getting  from  the  top  today 
say  don  t  just  buy  what  everyone  else  has 
—buy  smart." 


The  tougher  the  business 
climate  has  gotten,  the  tougher 
top  management  has  gotten. 

And  today  it  seems  there 
are  three  key  words  in  decision 
making.  Justify,  justify,  justify. 

So  how  do  you  make  a  case 
for  Panasonic"  Genesis™  copiers? 

First,  the  name  is  one  that's 
always  been  associated  with 
good  value. 

And  second,  there's  the 
product  itself.  Or  should  we  say, 
family  of  products.  Because 
Genesis  is  a  complete  line  of  full- 
featured  copiers  that  lets  you 
pick  exactly  what  you  need. 
So  you  don't  have  to  overspend 
to  get  what  you  want. 

Panasonic  Genesis  copiers. 
Not  always  the  obvious  choice. 
But  often  the  smart  one.  And  this 
is  just  one  of  the  ways  we're 
making  our  name  felt  around 
the  office  today. 

For  the  name  of  your 
nearest  dealer,  call  toll-free: 
1-800-447-4700. 


Panasonic 

Office  Automation  6 


Copiers,  Typewriters,  Printers, 
Peripherals  and  Facsimiles. 


ztr&tw  aCa/riav&a Page_ 

Albertson,  Joseph  Albert 228 

Alexander,  Norman  E 266 

Alkek,  Albert  B.* 326 

Allbritton,  Joe  Lewis 194 

Allen,  Charles  Jr 236 

Allen,  Herbert 236 

Allen,  Herbert  Anthony 236 

Allen,  Paul  Gardner 201 

Andersen  family 286 

Anderson,  John  Edward* 253 

Anderson,  Robert  Orville 268 

Andreas,  Dwayne  Orville* 322 

Annenberg  family 286 

Annenberg,  Walter  Hubert 164 

Anschutz,  Philip  Frederick 167 

Ansin,  Edmund  Newton 260 

Anthony,  Barbara  Cox 154 

Argyros,  George  Leon* 267 

Anson,  Ted 158 

Arnllaga,  John 267 

Autry,  Orvon  Gene-sir 272 

Avery,  Alice  O'Neill 259 

Bacardi  family 286 

Bainum,  Stewart  Sr.* 322 

Bancroft,  Christopher* 324 

Bancroft  family 286 

Bancroft,  Hugh  III* 324 

Baoudiakdji,  Millicent  V* 181 

Barbey  family 286 

Bass,  Edward  Perry 184 

Bass,  Lee  Marshall 172 

Bass,  Robert  Muse 158 

Bass,  Sid  Richardson 172 

Batten,  Frank 196 

Bean  family 286 

Bechtel,  Stephen  Davison  Jr 222 

Bechtel,  Stephen  Davison  Sr 222 

Belfer,  Arthur  Bejer 248 

Belk  family 286 

Belz  family 

Bennett,  William  Gordon 260 

Berkley,  William  Robert* 245 

Bernhard,  Arnold* 322 

Berne,  Russell* 

Berry,  Jack  Monteith 245 

Berry,  John  William  Sr 229 

Binger,  Virginia  McKnight 271 

Bingham  iamilv  288 

Blaustein,  Morton  K      212 

Block,  William-/.  271 

Block  family*  _ 

Bluhm,  Neil  Gary  218 

Borg,  Malcolm  Aus'in 

Bredin,  Octavia  M.iry  du  Pont*  324 

Bren,  Donald  Lcmv  155 

Bright,  Harvey  Rob>   l  220 

Bronfman,  Edgar  M 1 1 1 a  ...  1 62 

Brown  family 

Brown,  Harold 

Brown,  Jack  Eugene 

Buffett,  Warren  Edward.. 

Bullitt  family 

Busch,  August  AnheuNer  |r 

Butt,  Charles  C*  

Buttner,  Jean  Bernhard* 


Residence 


Boise 

Scarsdale,  N.Y. 

Victoria,  Tex. 

Houston 

NYC 

NYC 

NYC 

Bellevue,  Wash. 

Bayport,  Minn. 

Bel  Air,  Calif. 

Roswell,  N.M. 

Bal  Harbour,  Fla. 

NYC 

Wynnewood,  Pa. 

Denver 

North  Miami,  Fla. 

Honolulu 

Newpon  Beach,  Calif 

Miami  Beach 

Palo  Alto,  Calif. 

Los  Angeles 

Los  Angeles 


Puerto  Rico,  et  al. 

Silver  Spnng,  Md. 

Denton,  Tex. 

Scattered 

Newport  Beach,  Calif. 

Los  Angeles 

Calif.,  et  al. 

Fort  Worth 

Fort  Worth 

Fort  Worth 

Fort  Worth 

Virginia  Beach 

Freeport,  Me. 

San  Francisco 

Oakland,  Calif. 

NYC 

Charlotte,  N.C. 

Mernphi* 

Las  Vegas 

Greenwich,  Conn 

Westport,  Conn 

Englewood,  N.J. 

Winter  Haven,  Fla. 

Dayton 

NYC 

I  ouisvilie 

Baltimore 

Pittsburgh 

Toledo;  Pittsburgh 

Winnetka,  111 

Englewood,  N.J. 

Greeaville,  DeL 

Newpon  Beach,  Calif. 

Dallas 

NYC 

Louisville 

Boston 

Midland,  Tex 

Omaha 

v  attic 

St    Louis 

San  Antonio,  Tex. 

NYC 


Worth 

Age 

|$mil) 

Primary  sources 

82 

370 

Albertson's,  Inc. 

74 

250 

Sequa  Corp. 

77 

- 

Oil 

63 

590 

Broadcasting 

85 

340 

Stock  market 

80 

340 

Stock  market 

47 

340 

Stock  market 

35 

540 

Microsoft 

- 

500 

Windows 

71 

300 

Beverage  distribution 

71 

240 

Oil 

70 

- 

Soybeans 

- 

675 

Publishing 

80 

1,200 

Publishing 

48 

1,100 

Oil 

52 

265 

Broadcasting 

65 

2,250 

Inheritance  (Cox  Enterprises 

51 

250 

Real  estate 

64 

1,600 

Carnival  Cruise  Lines 

50 

250 

Real  estate 

81 

230 

Broadcasting 

71 

275 

Inheritance  (real  estate) 

mm 

1,000 

Liquor 

69 

- 

Manor  Care,  Inc. 

37 

- 

Inhentance  (Dow  Jones] 

- 

570 

Inhentance  (Dow  Jones) 

39 

- 

Inhentance  (Dow  Jones) 

49 

375 

Inheritance  (Hearst  Corp.) 

- 

340 

Inheritance  (VF  Corp.) 

43 

750 

Oil 

32 

1,000 

Oil 

40 

1,600 

Oil 

45 

1,000 

Oil 

61 

550 

Media 

- 

400 

L.L.  Bean 

63 

390 

Engineering 

88 

390 

Engineering 

81 

300 

Oil 

- 

300 

Retailing 

- 

400 

Real  estate 

63 

270 

Circus  Circus  Enterpnses 

42 

300 

Food  processing 

dec. 

- 

Value  Line,  Inc. 

55 

- 

Teddy  bears 

71 

315 

Citrus 

66 

360 

Yellow  Pages 

72 

230 

Inheritance  (3M) 

- 

400 

Publishing 

61 

440 

Inhentance  (oil) 

73 

230 

Media 

- 

- 

Newspapers 

50 

400 

Real  estate 

50 

400 

Publishing 

75 

- 

Inheritance  (Du  Pont) 

56 

1,850 

Real  estate 

68 

400 

Oil 

59 

1,300 

Seagram  Co. 

- 

615 

Whiskey 

63 

500 

Real  estate 

63 

390 

Oil 

58 

2,200 

Stock  market 

- 

480 

Broadcasting 

89 

1,100 

Anheuser-Busch 

50 

260 

Grocery  stores 

53 

350 

Inhentance  (Value  Line,  Inc.) 

*New  entry.     -^Returnee.     *Dropout 
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How  do  you 
pass  along 
$60  million  worth 
of  know-how? 


Knowing  how  to  make  the 
most  of  your  opportunities 
has  given  vou  and  your 
family  the  basis  for  a 
rewarding  life. 

But  how  can  you  be  sure 
the  same  know-how  will 
turn  up  in  younger  genera- 
-ions?  The  answer  is:  You 
bant  be  sure.  Which  is 


exactly  whv  families  with 
substantial  assets  turn  to 
J.P  Morgan. 

At  Morgan,  you'll  have 
adv  isors  who  think  in  terms 
of  generations.  Who  can 
guide  your  children  and 
grandchildren  in  the 
responsible  use  of  money. 
Who  understand  the 
complexities  of  family  rela- 
tionships. Who  use  their 
extensive  professional  expe- 
rience to  help  you  and  vour 
family  take  advantage  of 
life's  opportunities. 

We  foster  and  build  long- 
term  financial  partnerships. 


We  view  trust  and  estate 
matters  in  terms  of  all  your 
financial  needs,  whether 
it's  managing  your  portfolio, 
advising  on  asset  allocation, 
providing  safekeeping  for 
your  securities,  or  working 
with  vou  on  other  business 
matters.  And  Morgan's 
private  bankers  will  work 
effectively  with  your  lawyers 
and  accountants  to  create  a 
sensible  family  financial 
plan  for  the  long-term 
management  of  those  assets. 

As  private  banking 
clients,  vou  and  vour  familv 
will  have  access  to  all  of  the 


resources  and  underlying 
capital  strength  of  Morgan's 
global  network  -  the  same 
resources  that  benefit  the 
world's  largest  companies. 

If  you  want  superior 
management  of  assets  of 
$5  million  or  more,  we  invite 
you  to  meet  with  us.  Call 
Anthony  D.  Pennetti,  Trust 
Officer,  Morgan  Guaranty 
Trust  Company,  444  S. 
Flower  Street,  Los  Angeles, 
CA  90017.  (213)  489-9347. 


Private  Banking  at  Morgan 


I  l*J68  J.P  Morgan  A  Co  Incorporated,  parent  of 
(organ  Guaranty  Trust  Company  I  Mrmkr  FDIQ 
od  other  J.P  Morgan  subsidiaries 


JPMorgan 


Cabot  family 288 

Campbell  family 288 

Cantor,  Bernard  Gerald* 324 

Cargill  family 288 

Cargill,  lames  R 232 

Cargill,  Margaret 232 

Carlson,  Curtis  Leroy 186 

Carpenter,  Robert  Ruliph  Jr 270 

Carr,  Oliver  Taylor  Jr 270 

Caruth,  William  Walter  Jr 204 

Carver  family* - 

Chambers,  Anne  Cox 154 

Chandler  family 289 

Chase,  David  Theodore 248 

Clapp,  Norton 210 

Clark,  Alfred  James& 264 

Close  family 289 

Cohen  family 289 

Cohn,  Seymour 214 

Coker  family 290 

Colket,  Tristram  C.  Jr.* 322 

Collier  family 290 

Collier,  Miles  Cames 214 

Comer,  Gary  Campbell 235 

Connell,  Grover 232 

Conover,  Catherine  Mellon 272 

Cook,  |ane  Bancroft 194 

Cook,  William  Alfred* 235 

Cooke,  lack  Kent 179 

Cooke,  Phoebe  Hearst 181 

Coors  family 290 

Copley,  Helen  Kinney 184 

Cotsen,  Lloyd  Edward 259 

Coulter,  Wallace  Henry* 204 

Cowles  family  (Gardner] 290 

Cowles  family  (William) 290 

Cox,  Edwin  Lochndge  Sr.-ir 235 

Cox,  John  Lee 256 

Cox,  William  Cobum  (r 258 

Cram,  Gertrude  Ramsay 253 

Crow,  Fred  Trammell 181 

Crown,  Lester 154 

Cullen  family  290 

Culverhouse,  Hugh  Franklin  240 

Cumer  family* _ 


Page       Residence 


Worth 
Age      |$mil]       Primary  sources 


Danner,  Raymond  L  245 

Darden,  Constance  Simons  du  Pont* 

Davenport,  Elizabeth  Lupton 208 

Davidowitz,  Joseph  Mnrton  260 

Davidson,  William  Mane       207 

Davis  family  292 

Davis,  Marvin  Harold 1^,8 

Davis,  Shelby  Cullom ........228 

Dayton  family 292 

DeBartolo,  Edward  I  nhn  .160 

Dedman,  Robert  Henry  .  .    194 

de  Menil  family ...292 

de  Young  family 292 

Dikeou  family 

DiLorenzo  family 

Disney  family 

Disney,  Roy  Edward 

Dittmer,  Thomas  Henry 2=U 


Boston  area 

Hawaii,  et  al. 

Beverly  Hills,  Calif. 

Minneapolis  origin 

Minneapolis 

La  Jolla,  Calif. 

Minneapolis 

Montchanin,  Del. 

Washington,  D.C. 

Dallas 

Muscatine,  Iowa 

Atlanta 

Los  Angeles,  et  al. 

West  Hartford,  Conn. 

Seattle 

Easton,  Md. 

Fort  Mill,  S.D. 

NYC  area 

NYC 

Hartsville,  S.C. 

Paoli,  Pa. 

Naples,  Fla. 

Naples,  Fla. 

Chicago 

Westfield,  N.J. 

Washington,  DC. 

Cohasset,  Mass. 

Bloomington,  Ind. 

Middleburg,  Va. 

San  Francisco 

Golden,  Colo. 

La  lolla,  Calif. 

Bel  Air,  Calif. 

Hialeah,  Fla 

Des  Moines,  et  al. 

Spokane,  Wash. 

Dallas 

Midland,  Tex. 

London 

Chicago 

Dallas 

Wilmette,  111. 

Houston 

Tampa,  Fla 

The  Plains,  Va.;  NYC 


Nashville 

Norfolk,  Va 

Lookout  Mountain,  Tenn. 

Lawrence,  NY 

Bloomfield  Hills,  Mich. 

lacksonville,  Fla.,  et  al 

Beverly  Hills,  Call! 

Tarrytown,  NY. 

Minneapolis 

Youngstown,  Ohio 

Dallas 

Houston 

>an  Francisco,  et  al. 

Denver,  Orlando,  Fla. 

NYC 

Los  Angeles  area 

Los  Angeles 

Lake  Forest,  111 


- 

390 

Cabot  Corp. 

- 

650 

Real  estate 

71 

- 

Financier 

- 

2,000 

Inheritance  (Cargill,  Inc.] 

65 

350 

Inheritance  (Cargill,  Inc.) 

68 

350 

Inheritance  (Cargill,  Inc.] 

74 

650 

Entrepreneur 

73 

240 

Inheritance  (Du  Pont) 

63 

240 

Real  estate 

76 

500 

Real  estate 

- 

- 

Rubber 

68 

2,250 

Inheritance  (Cox  Enterprises) 

- 

1,500 

Times  Mirror  Co. 

59 

300 

Real  estate 

82 

465 

Inheritance  (Weyerhaeuser) 

60 

260 

Construction 

- 

380 

Textiles 

- 

450 

Real  estate 

77 

450 

Real  estate 

- 

455 

Shopping  bags 

50 

- 

Inheritance  (Campbell  Soup) 

- 

550 

Real  estate 

41 

450 

Inheritance 

60 

350 

Lands'  End 

70 

350 

Food 

52 

225 

Inheritance 

76 

590 

Inheritance  (Dow  (ones) 

57 

350 

Catheters 

75 

950 

Media 

61 

375 

Inheritance 

- 

450 

Beer 

65 

750 

Publishing 

59 

280 

Neutrogena  Corp. 

71 

500 

Blood 

- 

800 

Newspapers 

- 

400 

Newspapers 

66 

350 

Oil 

63 

300 

Oil 

57 

290 

Inheritance  (Dow  (ones) 

77 

300 

Publishing 

74 

775 

Real  estate 

63 

2,300 

Inheritance 

- 

1,300 

Oil 

69 

330 

Real  estate 

- 

- 

Inheritance 

63 

310 

Shoney's 

84 

- 

Inheritance  (Du  Pont) 

55 

285 

Coca-Cola  bottling 

59 

275 

Stock  market 

65 

500 

Guardian  Industries  Corp. 

- 

515 

Winn-Dixie  Stores 

63 

1,600 

Oil 

79 

370 

Investment  banking 

- 

780 

Dayton-Hudson 

70 

1,400 

Shopping  centers 

62 

600 

Country  clubs 

- 

400 

Inheritance 

- 

660 

Newspapers 

- 

375 

Real  estate 

- 

500 

Real  estate 

- 

440 

Walt  Disney  Co. 

58 

500 

Walt  Disney  Co. 

46 

300 

Commodities 

•New  entry      ^Returnee.     "Dropout  r  miss. 
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Does  the  paperless  office  have  any  limits? 


The  electronic  technology  behind 
the  paperless  office  seems  to  make 
its  future  possibilities  almost  limit- 
less. Today,  however,  electronic  tech- 
nology is  generating  more  paper 
than  ever  before.  And  the  task  is  to 
manage  business  information  with 
maximum  efficiency  and  cost- 
effectiveness. 

Helping  business  do  this  has  been 
a  Moore  mission  for  over  100  years. 
As  the  world's  leading  designer  and 
manufacturer  of  business  forms  and 
systems,  Moore  is  uniquely  qualified 
to  become  your  partner  in  business 
information  management. 

We  already  have  successful  part- 
nering relationships  with  some  of 


©1988  Moore 


the  world's  largest,  most  successful 
companies.  We  bring  to  these  part- 
nerships quality  products,  a  high 
level  of  service  and  advanced  infor- 
mation technology. 

As  your  partner,  Moore  can  help 
your  company  reduce  costs  by 
increasing  productivity  without 
additional  people  or  capital  invest- 
ment. And  you  can  concentrate  your 
time  and  resources  fully  on  manag- 
ing your  own  business. 

As  long  as  your  business  depends 
on  information,  you  can  depend  on 
Moore  to  help  you  manage  it- with 
paper,  with  electronic  technology 
and  with  unlimited  imagination.  Call 
Moore  at  1-800-447-3000,  ext.  7200. 


BUSINESS  FORMS 

&  SYSTEMS  DIVISION 

1205  Milwaukee  Avenue 
Glenview.  IL  60025 


ztrOW*    'jla?bclwd Page 

in,  Fitz  Eugene  Jr 213 

i,  Suzanne  Searle 266 

Dolan,  Charles  Francis 196 

Donnelley  family 292 

Dorrance,  John  Thompson  Jr 164 

Draper,  Irene  Carpenter 270 

Dreiseszun,  Sherman  W 254 

du  Pont  family  (Pierre  Samuel  II) 294 

du  Pont  family  (William] 294 

du  Pont,  Alexis  Felix  Jr 260 

du  Pont,  Helena  Allaire  Crozer 260 

du  Pont,  Irenee  Jr.* 324 

du  Pont,  Pierre  Samuel  III* 322 

du  Pont,  Willis  Harrington* 324 

Duchossois,  Richard  Louis 244 

Duda  family 294 

Duke,  Doris 180 

Durst,  David  M 236 

Durst,  Royal  H 236 

Durst,  Seymour  B 236 

Dyson,  Charles  Henry 193 

£ 

Edson,  John  Orin 216 

Ellis,  Alpheus  Lee 258 

Ellison,  Lawrence  J 243 

Engelhard,  Jane  B 232 

Evans,  James  Emmett 218 

Evans,  Thomas  Mellon 240 

Feeney,  Charles  P.* 164 

Fielding,  William  Arthur  Jr 236 

Field,  Frederick  Woodruff 210 

Field,  Marshall  V 210 

Fireman,  Paul 244 

Fisher  family* - 

Fisher,  Donald  George 259 

Fisher,  Lawrence 218 

Fisher,  Max  Martin 235 

Fisher,  Zachary 218 

Flatley,  Thomas  John* 193 

Fleischer,  Ernest  Melvin* 324 

Flint,  Lucile  Evelina  du  Pont* 324 

Fogelman,  Avron  B.t 328 

Forbes,  Malcolm  Stevenson 208 

Ford  family 294 

Ford,  Josephine  Clay 188 

Ford,  Kenneth  William^ 271 

Ford,  William  Clay 188 

Frankino,  Samuel  Joseph 259 

Freeman,  Mansfield* 229 

Fnbourg,  Michel 181 

Fuqua,  John  Brooksir 264 

Furst,  Austin  Owen  Jr* 322 

// 

Calbreath,  Daniel  Mauck 204 

Galesi,  Francesco 258 

Gallo,  Ernest 232 

luho  R 232 

a,  Robert  William  234 

Cassius 204 

u    Henry  III 170 

.    '  Lewis  168 

270 

Gerr>    •  328 

Gett-,  294 


Residence 


Lafayette  Hill,  Pa. 
Lake  Forest,  111. 
Oyster  Bay,  N.Y. 
Chicago  origin 
Gladwyne,  Pa. 
Montchanin,  Del. 
Kansas  City,  Mo. 
Wilmington,  Del.,  et  al. 
Wilmington,  Del.,  at  al. 
Wilmington,  Del. 
Chesapeake  City,  Md. 
Montchanin,  Del. 
Rockland,  Del. 
Palm  Beach,  Fla. 
Barnngton  Hills,  111. 
Oviedo,  Fla. 
Somerville,  N.J. 
Chappaqua,  N.Y. 
Westchester  County,  N.Y. 
NYC 
NYC 


Seattle 

Tarpon  Springs,  Fla. 

Atherton,  Calif. 

Far  Hills,  N.J. 

Dade  City,  Fla. 

NYC 


London 

Macon,  Ga. 

Beverly  Hills,  Calif 

Lake  Forest,  111. 

Newton,  Mass. 

Seattle,  et  al. 

San  Francisco 

NYC 

Detroit 

NYC 

Milton,  Mass. 

Kansas  City,  Mo. 

Greenville,  Del. 

Memphis 

Far  Hills,  N.J. 

Grosse  Pointe,  Mich 

Crosse  Pointe  Farms,  Mich. 

Roseburg,  Ore. 

Grosse  Pointe  Shores,  Mich. 

Palm  Beach,  Fla. 

Greensboro,  Vt. 

NYC 

Atlanta 

New  Canaan,  Conn 


Columbus,  Ohio 
NYC 

Modesto,  Calif. 
Modesto,  Calif. 
Barnngton  Hills,  III 
Denver 
Seattle 

Oklahoma  City 
Mahbu,  Calif. 
Liberty,  N.Y. 
Calif.;  London,  et  al. 


Worth 

Age 

|$mil) 

Primary  sources 

65 

450 

Inheritance 

57 

250 

Inheritance  (G.D.  Searle) 

62 

550 

Cable  television 

- 

900 

R.R.  Donnelley  &  Sons 

69 

1,200 

Inheritance  (Campbell  Soup) 

77 

240 

Inheritance  (Du  Pont) 

64 

300 

Banks 

- 

6,800 

Inheritance  (Du  Pont) 

- 

800 

Inheritance  (Du  Pont) 

82 

260 

Inheritance  (Du  Pont) 

75 

260 

Inheritance  (Du  Pont) 

68 

- 

Inheritance  (Du  Pont) 

dec. 

- 

Inheritance  (Du  Pont) 

52 

- 

Inheritance  (Du  Pont) 

67 

325 

Manufacturing 

- 

600 

Agriculture 

75 

800 

Inheritance 

63 

350 

Real  estate 

69 

350 

Real  estate 

75 

350 

Real  estate 

79 

600 

Conglomerator 

55 

440 

Boats 

82 

290 

Banking 

44 

330 

Oracle  Corp. 

70 

350 

Inheritance 

88 

400 

Citrus 

78 

330 

Investments 

57 

1,300 

Duty-free  shops 

56 

340 

Charter  Medical  Corp. 

36 

470 

Inheritance  (media) 

47 

425 

Inheritance 

44 

320 

Reebok  International  Ltd. 

- 

- 

Lumber 

60 

280 

The  Gap 

78 

400 

Real  estate 

80 

340 

Oil 

77 

400 

Real  estate 

57 

600 

Real  estate 

55 

- 

Franklin  Savings  Association 

73 

- 

Inheritance  |Du  Pont) 

48 

200 

Real  estate,  baseball 

69 

[p.  208| 

Publishing 

- 

600 

Inheritance  (Ford  Motor) 

65 

340 

Inheritance  (Ford  Motor) 

80 

230 

Timber 

63 

630 

Inheritance  (Ford  Motor) 

64 

280 

Agency  Rent-A-Car 

93 

240 

Insurance 

75 

750 

Grain  trader 

70 

260 

Entrepreneur 

45 

— 

Vestron 

60 

500 

Real  estate 

57 

290 

Real  estate 

79 

350 

Wine 

77 

350 

Wine 

66 

350 

Motorola 

67 

500 

Gates  Corp. 

32 

1,100 

Microsoft 

69 

1,100 

Broadcasting 

45 

240 

Music 

59 

200 

Cable  television 

- 

3,000 

Oil 

*New  entn 
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Between 
NewYakAndLA 

TravelThisRoad 


America's  trucks  are  setting  speed  records  by 
taking  a  different  road. 

Because  trucks  riding  on  Conrail  and  Santa 
Fe's  joint  "California  Connection"  service  cover 
the  ground  between  New  York  and  L.A.  in  just 
76  hours. 

That's  the  fastest  scheduled  intermodal  ser- 
vice in  the  country.  Faster  than  most  interstate 
trucks. 

And  it's  won  us  a  lot  of  business  from  shippers 
who  used  to  think  that  railroads  were  too  slow  or 
unreliable  to  handle  their  time-sensitive  products. 

Our  coast-to-coast  record  even  won  Conrail 
and  Santa  Fe  the  prestigious  Golden  Freight  Car 
Award,  given  by  Modern  Railroads  magazine  to 


honor  the  railroad  industry's  most  outstanding 
new  service. 

That  makes  us  proud.  But  there's  an  even 
higher  honor  we'd  like  to  win. 

Your  business. 

Our  free  information  kit  can  tell  you  more. 
Write:  Conrail,  Room  1040 A,  Six  Perm  Center 
Plaza,  Philadelphia,  PA  19103-2959. 

We'd  like  to  set  some  cross-country  records 
for  whatever  you're  shipping. 

GonraiW&eMade 
TheRight  Connections. 


naap        — — — 


Page       Residence 


Getty,  Gordon  Peter 212 

Glazer,  Guilford 218 

Goldman  family 294 

Goldman  family  (Sol) 296 

Goldman,  Sol* 322 

Goldman,  Lillian* 220 

Goodman,  Murray  Henry* 272 

Goodson,  Mark  Les 226 

Gottwald,  Bruce  Cobb 267 

Gottwald,  Floyd  Dewey  Jr 267 

Graham,  Katharine 188 

Green,  Dorothy  (Dolly) 270 

Green,  Pincus 181 

Greenberg,  Maurice  Raymond 229 

Greenewalt,  Margaretta  Lammot  du  Pont* 324 

Gnffin,  Ben  Hill  Jr 253 

Griffin,  Mervyn  Edward 254 

Grass,  Joseph  S 218 

Guccione,  Robert  Charles  Jos.  Ed.  S 248 

Guirlinger,  Austin  Edward* 244 

Gund  family 296 


ze 


Haas  family 296 

Haas,  Fritz  Otto 226 

Haas,  John  Charles 226 

Haft  family 296 

Haft,  Herbert  Herman* 324 

Haft,  Robert  Michael* 324 

Hall,  Donald  Joyce 196 

Hamilton,  Dorrance  Hill 260 

Hammons,  John  Quentin 248 

Harbert,  John  Murdoch  III 204 

Hardie,  Mary  Jane  Hoiles 240 

Hardy,  Joseph  Alexander* 235 

Hearst  family* - 

Hearst,  David  Whitmire  Jr.* 181 

Hearst,  George  Randolph  Jr 181 

Hearst,  Hope  Chandler* 324 

Hearst,  Randolph  Apperson 181 

Hearst,  William  Randolph  |r 181 

Hechinger  family* - 

Heinz,  Henry  John  III 242 

Helmsley,  Harry  Brakmann 158 

Hemmetcr,  Christopher  Bagwell* 273 

Hess,  Leon  219 

Hewlett,  William  Redington 172 

Hill,  Margaret  Hunt 167 

Hillenbrand  family 296 

Hillman,  Henry  Lea 150 

Hilton,  William  Barron-i? 234 

Hines,  Gerald  Douglas^ 273 

Hixon  family 296 

Hobby,  Oveta  Culp 186 

Hoiles  family* 

Hoiles,  Harry  Howard  240 

Horvitz  family*  _ 

Horvitz,  Harry  Richard*  266 

Horvitz,  Leonard  C  •  266 

Horvitz,  William  D .*  266 


Hostetter,  Amos  Barr  Jr 
Houghton  family ... 
Howard,  Robert  Staples  ... 
Hoyt  family  .... 
Hubbard,  Stanley  Stub ... 
Hulhngton,  Roy  Michael 

Hunt  brothers 

Hunt,  Caroline  Rose 


.273 
.298 
.201 
.298 
240 
.224 
.298 
.180 


San  Francisco 

Beverly  Hills,  Calif. 

NYC;  Honolulu;  Colorado 

NYC 

NYC 

NYC 

Palm  Beach,  Fla. 

NYC 

Richmond,  Va. 

Richmond,  Va. 

Washington,  D.C. 

Beverly  Hills,  Calif. 

Zug,  Switzerland 

NYC 

Greenville,  Del. 

Avon  Park,  Fla. 

Beverly  Hills,  Calif. 

NYC 

NYC 

Columbus,  Ohio 

Cleveland  origin 


San  Francisco 

Ambler,  Pa. 

Villanova,  Pa. 

Washington,  DC. 

Washington,  D.C. 

Washington,  D.C. 

Mission  Hills,  (Cans. 

Strafford,  Pa. 

Springfield,  Mo. 

Birmingham,  Ala. 

Marysville,  Calif. 

Pittsburgh 

Calif.;  NYC,  et  al 

Los  Angeles 

Los  Angeles 

Beverly  Hills,  Calif. 

NYC 

NYC 

Washington,  D.C. 

Fox  Chapel,  Pa. 

NYC 

Kahala  Beach,  Hawaii 

NYC 

Portola  Valley,  Calif. 

Dallas 

Batesville,  Ind 

Pittsburgh 

Los  Angeles 

Houston 

Pasadena,  Calif. 

Houston 

Calif.,  et  al. 

Santa  Ana,  Calif. 

Cleveland;  Hollywood,  Fla. 

Cleveland 

Cleveland 

Hollywood,  Fla. 

Boston 

Corning,  N.Y. 

Rancho  Santa  Fe,  Calit 

NYC  area;  Santa  Fe,  N.M 

St.  Mary's  Point,  Minn 

Houston 

Dallas 

Dallas 


Worth 

Age 

($mil) 

Primary  sources 

54 

450 

Inheritance  (oil) 

67 

430 

Real  estate 

- 

400 

Inheritance 

- 

300 

Inheritance  (real  estate) 

dec. 

- 

Real  estate 

66 

400 

Inheritance  (real  estate) 

62 

230 

Real  estate 

73 

375 

Game  shows 

55 

250 

Ethyl  Corp. 

66 

250 

Ethyl  Corp. 

71 

600 

Washington  Post  Co. 

80s 

240 

Inheritance  (oil) 

54 

750 

Commodities  trading 

63 

360 

American  International  Group 

86 

•  - 

Inheritance  (Du  Pont) 

78 

300 

Citrus 

63 

300 

Television 

85 

420 

Investments 

56 

300 

Publishing 

62 

325 

Modular  homes 

- 

750 

Inheritance 

_ 

600 

Levi  Strauss  &  Co. 

73 

370 

Rohm  &  Haas 

70 

370 

Rohm  &  Haas 

- 

400 

Retailing,  real  estate 

68 

- 

Retailing,  real  estate 

35 

- 

Retailing,  real  estate 

60 

560 

Hallmark  Cards 

60 

250 

Inheritance  (Campbell  Soup) 

65 

300 

Holiday  Inns 

66 

500 

Construction 

66 

335 

Newspapers 

65 

350 

Building  supplies 

- 

- 

Inheritance 

44 

370 

Inheritance 

61 

375 

Inheritance 

67 

- 

inheritance 

72 

750 

Inheritance 

80 

750 

Inheritance 

- 

- 

Building  supplies 

50 

330 

H.J.  Heinz  Co. 

78 

1,700 

Real  estate 

49 

225 

Real  estate 

74 

400 

Amerada  Hess  Corp. 

75 

1,000 

Hewlett-Packard 

73 

1,200 

Inheritance  (oil) 

- 

690 

Caskets 

69 

2,500 

Industrialist 

61 

350 

Hilton  Hotels 

63 

225 

Real  estate 

- 

630 

Connectors 

83 

650 

Media 

- 

- 

Newspapers 

72 

335 

Newspapers 

- 

- 

Inheritance  |media) 

68 

260 

Inhentance  (media) 

65 

260 

Inheritance  (media) 

62 

260 

Inhentance  (medial 

51 

225 

Cable  television 

- 

400 

Coming  Glass  Works 

64 

530 

Publishing 

- 

330 

Carter-Wallace 

55 

330 

Broadcasting 

70 

390 

Oil 

- 

600 

Inheritance 

65 

900 

Inhentance  (oil) 

•New  entry.     ^Returnee     "Dropout  car  miss. 
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Rise  With  Us. 

Through  proven  performance,  perfected  products  and 
real  reliability,  SUNKYONG  (Sun-Kyong)  is  a  Korean 
name  that's  rising  fast  on  the  international  horizon. 
It  is  one  of  only  a  few  companies  in  the  world  with 
a  vertical  integrated  business  system  that  starts  with 
crude  oil  and  rises  into  a  wide  range  of  synthetic  fibers. 
Backed  by  such,  SUNKYONG  achieves  dynamic  results 
in  such  areas  as  integrated  energy  and  chemicals,  fine 
chemicals,  new  materials,  magnetic  and  optical  memory 
media. 

TT\V4."*j  il1  1 

Rise  With  Us. 

Business  Lines  of  the  Sunkyong  Group 

•General  Trading:  Sunkyong  Limited 

•Synthetic  Fibers,  New  Materials  and  Fine  Chemicals:  Sunkyong  Industries  Limited 
•Polyester  Film,  Video  Tapes,  Floppy  Disks,  Compact  Discs:  SKC  Limited 
•Integrated  Energy  and  Chemicals:  Yukong  Limited 


Head  Office:  CPO  Box  1780,  Seoul,  Korea/TEL:  758-21 14/TELEX:  K24851-5SNKYONG/FAX:  {02!  754-9414 
New  York:  SUNKYONG  INTERNATIONAL  INC.  TEL:  (SKI)  212-564-6650/TELEX:  RCA  233439  SKTC/ 

FAX:  (212)  714-9123 
London:  SUNKYONG  EUROPE  LTD.  TEL:  (01)  561-1200/TELEX:  22426  SKYLDN  G/FAX:  (01)  561-7626 
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Hunt,  Johnnie  Bryan 267 

Hunt,  Ray  Lee 164 

Hunting  family 300 

J 

Icahn,  Carl  Celian 179 

Idema  family 300 

Imperatore,  Arthur  Edward* 271 

J 

Jacobs,  David  H 216 

Jacobs,  Irwin  Lawrence 270 

Jacobs,  Jeremy  Maurice 188 

Jacobs,  Richard  E 216 

Jamail,  Joseph  Dahrt 326 

Johnson  family 300 

Johnson,  Barbara  Piasecka 212 

Johnson,  Edward  Crosby  III 201 

Johnson,  Samuel  Curtis 186 

Jones,  Glenn  Robertt 328 

Jordan  family 300 

X 

Kalikow,  Peter  Stephen 207 

Kalmanovitz,  Lydia 258 

Kaskel,  Howard 204 

Kauffman,  Ewing  Manon 184 

Kavadas,  Kathryn  Bancroft* 324 

Keck,  Howard  Brighton 244 

Keck,  William  Myron  Ill-fr 244 

Keinath,  Pauline  MacMillan 271 

Kelley  family 300 

Kelly,  William  Russell 214 

Kennedy  family 300 

Kerkonan,  Kirk 179 

King  family 302 

Kleberg  family 302 

Klink,  Bettina* Mb 

Kluge,  John  Werner 149 

Knight,  James  Landon 270 

Knight,  Philip  Hampson 220 

Koch,  Charles  de  Ganahl 168 

Koch,  David  Hamilton 168 

Koch,  Frederick  Robinson 193 

Koch,  William  Ingraham 193 

Kogod,  Arlene  Smith* 258 

Kohlberg,  Jerome  Spiegel  Jr 242 

Kohler  family  302 

Koll,  Donald  Milton* 326 

Kozmetsky,  Georgev.- 269 

Kravis,  Henry  R 

Krehbiel,  John  Hammond  Sr 258 

Kroc,  Joan  Beverly 1K4 

/ 

Landegger  family*  ...  ...     _ 

Landegger,  Carl  Clcmentv.-  219 

Landegger,  George  Francis-.Y 219 

Lauder,  Estee 213 

Lauder,  Leonard  Alan  ...213 

Lauder,  Ronald  Steven  213 

Laughlin,  Donald  Joseph 

Lauren,  Ralph '14 

Lawrence  family 

Lawrence,  M.  Larry 

LeBow,  Bennett  Stephen 

LeFrak,  Samuel  layson 

Lerner,  Alfred*      

Lerner,  Theodore  Nathan* 


Residence 


Age 


Worth 
|$mil) 


Primary  sources 


Lowell,  Ark. 

Dallas 

Grand  Rapids,  Mich. 


Bedford,  N.Y. 
Grand  Rapids,  Mich. 
NYC 


Bay  Village,  Ohio 
Minneapolis 
East  Aurora,  N.Y. 
Lakewood,  Ohio 
Houston 
Scattered 
Princeton,  N.J. 
Boston 
Racine,  Wis. 
Denver 
Boston  origin 


NYC 

Tiburon,  Calif. 

NYC 

Mission  Hills,  Kans. 

Waban,  Mass. 

Los  Angeles 

Los  Angeles 

Unknown 

Honolulu,  Hawaii 

Fort  Lauderdale,  Fla. 

Boston  origin 

Beverly  Hills,  Calif. 

Short  Hills,  N.J.;  NYC,  et  al. 

King  Ranch,  Tex. 

Los  Angeles 

Charlottesville,  Va. 

Bal  Harbour,  Fla. 

Beaverton,  Ore. 

Wichita,  Kans. 

NYC 

NYC 

Boston 

Washington,  D.C. 

Mt.  Kisco,  N.Y. 

Kohler,  Wis  origin 

Newport  Beach,  C'.ilit 

Austin,  Tex. 

NYC 

Downers  Grove,  III. 

La  lolla,  Caht 


NYC 

NYC 

NYC 

NYC 

NYC 

NYC 

Laughlin,  Nev. 

NYC 

NYC  aiw 

San  Diego,  Calif. 
Saddle  River,  N.J. 
NYC 

Shaker  Heights,  Ohio 
Chevy  Chase,  Md 


61 

250 

Trucking 

45 

1,300 

Inheritance 

— 

1,200 

Steelcase 

52 

940 

Financier 

- 

1,200 

Steelcase 

63 

230 

Trucking 

67 

300 

Shopping  centers 

47 

240 

Investments 

48 

600 

Sports  concessions 

63 

440 

Shopping  centers 

62 

220 

Law 

- 

530 

Inheritance  (Johnson  &  Johnson) 

51 

465 

Inheritance 

58 

530 

Money  management 

60 

710 

S.C.  Johnson  &  Son 

58 

200 

Cable  television 

- 

550 

Inheritance 

45 

500 

Real  estate 

83 

280 

Inheritance  (beer) 

51 

500 

Real  estate 

72 

740 

Marion  Laboratories 

36 

- 

Inheritance  (Dow  Jones) 

75 

315 

Superior  Oil  Co. 

46 

245 

Superior  Oil  Co. 

54 

230 

Inheritance  (Cargill,  Inc.) 

- 

500 

Hotels 

82 

450 

Kelly  Services 

- 

600 

Inheritance 

71 

950 

Investments 

- 

300 

King  World  Productions 

- 

1,000 

Inheritance 

47 

- 

Inheritance  (Dow  Jones) 

75 

3,200 

Metromedia 

79 

240 

Knight-Ridder,  Inc. 

50 

400 

Nike,  Inc. 

52 

1,100 

Inheritance 

48 

1,100 

Inheritance 

55 

450 

Inhentance 

48 

600 

Inheritance 

54 

290 

Real  estate 

63 

330 

Leveraged  buyouts 

- 

460 

Plumbing  fixtures 

55 

- 

Real  estate 

71 

240 

Teledyne 

44 

330 

Leveraged  buyouts 

82 

280 

Molex  Inc. 

60 

745 

Inheritance  (McDonald's) 



Paper  mills 

58 

400 

Paper  mills 

50 

400 

Paper  mills 

80 

450 

Cosmetics 

55 

450 

Cosmetics 

44 

450 

Cosmetics 

57 

220 

Gambling 

49 

450 

Apparel 

- 

460: 

Inheritance  (real  estate) 

62 

450 

Real  estate 

50 

330 

Financier 

70 

1,500 

Real  estate 

55 

230 

Banking 

62 

300 

Real  estate 

♦New  entry.     ^Returnee     •Dropout.  miss. 
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D.H.  Blair  &  Co.,  Inc. 

1988  MARKET  PERFORMANCE 


Dow  Jones  Industrial  Average 
1988  D.H.  Blair  IPO's 

D.H.  Blair  New  Issues 

Imtech* 

CytRx  Biopool* 
Myo-Tech* 
Xtramedics* 
Datavend* 
Marrow  Tech* 


% 

Jan. 

1,  1988 

Aug.  31,  1988 

Change 

!               1,938.83 

2,061.67 

+  6.3% 

+  51.7% 

Date  of 

Offering 

Aug.  31,  1988 

%                      I 

Offering 

Price 

5.00 

Price 

Change 

4/6/88 

12.25 

+  145.0 

5/3/88 

6.00 

6.50 

+     8.3 

5/17/88 

5.00 

4.5625 

-     8.8                    I 

5/31/88 

3.60 

5.25 

+  45.8 

6/8/88 

5.00 

8.25 

+  65.0 

6/9/88 

5.00 

7.75 

+  55.0 

Average  Price  Incease  +  51.7% 


In  1987,  D.H.  BLAIR  &  CO. 

Underwrote  4  out  of  5  of  the  Top  Performing 

Initial  Public  Offerings.** 

D.H.  Blair  &  Co.,  Inc. 

Share  Our  Success 


YES!  I  believe  in  investing  in  exciting  super  growth  stocks  early. 

Please  contact  me  about  your  investment  opportunities. 

My  investment  portfolio  is  approximately: 

□  $50,OOO-$l25,OOO   □  $125,0OO-$250,O0O   □  $250,000-$  1,000,000 

Dover  $1,000,000 

name  (Print) 

Telephone:  Business. 
Address 


.Home. 


Xity. 


.State. 


.Zip. 


D.H.  Blair  &  Co..  Inc. 

44  Wall  street.  New  York,  NY  10005 

(212)495-4000     (800)777-3425 
5  Members  of  the  New  York  Slock  Exchange  Inc.  •  SIPC 


*Represents  Unit  Offering 

"Source  Feb.  8,  1988  Issue  of  the  IPO  Reporter 


Past  performance  is  not  necessarily 
an  assurance  of  future  results. 


_ 
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Lewis,  Ralph  Miitont 328 

Lilly  family 322 

Lindner,  Carl  Henry  D 179 

Littlefield,  Edmund  Wattis* 322 

Litwin,  Leonard 259 

Louis,  John  Jeffry  Jr 224 

Ludwig,  Daniel  Keith 196 

Lupton,  John  Thomas 208 

Lurie,  Robert  Alfred 224 

Lurie,  Robert  Harris 220 

Lusk,  John  David* 324 

Lykes  family 302 

Lyon,  William 256 

MacElree,  |ane  Cox 258 

Mack  family 302 

MacMillan  family 288 

MacMillan,  Cargill  Jr 271 

MacMillan,  John  Hugh  111 271 

MacMillan,  W.  Duncan 271 

MacMillan,  Whitney 271 

Magness,  Bob  John 216 

Malkin,  Judd  David 218 

Mandel  family 304 

Mandel,  Jack  N* 322 

Mandel,  Joseph  C* 322 

Mandel,  Morton  Leon* 322 

Mann,  Ted+ 328 

Manoogian,  Alex 188 

Manoogian,  Richard  Alexander 188 

Marion,  Anne  Burnett-fr 229 

Markkula,  Armas  Clifford  Jr 254 

Marriott,  Alice  Sheets 268 

Marnott,  John  Willard  Jr 268 

Marnott,  Richard  Edwin 268 

Mars,  Forrest  Edward  Jr 162 

Mars,  Forrest  Edward  Sr 162 

Mars,  John  Franklyn 162 

Marshall,  Barbara  Hall 196 

Marx,  Leonard  Maximilian 243 

May,  Cordelia  Scaife 213 

May,  Irene  Sophie  du  Pont*  326 

McCaw,  Bruce  R 264 

McCaw,  Craig  0 264 

McCaw,  John  Elroy  Jr 264 

McCaw,  Keith  W 264 

McClatchy  family 304 

McDonnell  family 304 

McEvoy,  Nan  Tucker* 232 

McGovem,  Patrick  Joseph 

McGraw  family U)4 

Mead  family 304 

Meiier,  Fredenk  G.H.* 232 

Mellon  family 304 

Mellon,  Paul -■ 

Mellon,  Timothy  

Mendik,  Bernard  H  236 

Meyer,  August  Christophei  226 

Milken,  Michael  Robert 

Milhken,  Gerrish  Hill  188 

Milliken,  Minot  King*  522 

Milhken,  Roger 

Mills,  Alice  Francis  du  Punt 

Milstein,  Monroe  Gary*  322 

Milstein,  Paul '6 

Milstein,  Seymour 


Residence 


Upland,  Calif. 

Indianapolis,  et  al. 

Cincinnati 

Burlingame,  Calif. 

NYC 

Winnetka,  111. 

NYC 

Chattanooga,  Tenn. 

San  Francisco 

Chicago 

Newport  Beach,  Calif. 

Florida,  et  al. 

Newport  Beach,  Calif. 

Newtown  Square,  Pa. 

NYC  area 

Minneapolis 

Minneapolis 

Hillsboro  Beach,  Fla. 

Wayzata,  Minn 

Minneapolis 

Denver 

Winnetka,  111 

Shaker  Heights,  Ohio,  et  al. 

Shaker  Heights,  Ohio 

Lyndhurst,  Ohio 

Shaker  Heights,  Ohio 

Los  Angeles 

Grosse  Pointe  Farms,  Mich. 

Grosse  Pointe  Farms,  Mich. 

Fort  Worth 

Woodside,  Calit 

Washington,  D.C. 

Chevy  Chase,  Md. 

Potomac,  Md. 

McLean,  Va. 

Las  Vegat 

Arlington,  Va. 

Kansas  City,  Mo 

Scarsdale,  NY 

Ligonicr,  Pa. 

Wilmington,  Del. 

Seattle 

Seattle 
Seattle 
Seattle 

Sacramento,  Calif.,  et  al. 
St    Louis 
San  Francisco 
Nashua,  N.H 
NYC,  et  al 

Wisconsin  Rapids,  Wis. 
Grand  Rapids,  Mich. 
The  Plains,  Va.,  et  al. 
Upperville,  Va. 
Manchester,  N.H. 
NYC 

Champaign,  111 
Encino,  C.ihl 
Greenwich,  Conn 
NYC 

Spartanburg,  S.C. 
Middleburg,  Va 
Burlington,  N.J. 
NYC 
NYC 


Worth 

Age 

|$mil) 

Primary  sources 

68 

200 

Real  estate 

- 

1,200 

Pharmaceuticals 

69 

950 

Insurance 

74 

- 

Utah  International 

72 

275 

Real  estate 

63 

375 

Inheritance  (S.C.  Johnson  &  Co 

91 

550 

Shipping 

62 

480 

Coca-Cola  bottling 

59 

385 

Inheritance 

46 

390 

Investments 

80 

- 

Real  estate 

- 

900 

Shipping 

65 

300 

Real  estate 

59 

290 

Inheritance  (Dow  Jones) 

- 

500 

Real  estate 

- 

2,000 

Inheritance  (Cargill,  Inc.) 

61 

230 

Inheritance  (Cargill,  Inc.) 

60 

230 

Inheritance  (Cargill,  Inc.) 

58 

230 

Inheritance  (Cargill,  Inc.) 

59 

230 

Inheritance  (Cargill,  Inc.) 

64 

435 

Cable  television 

50 

400 

Real  estate 

- 

550 

Premier  Industrial  Corp. 

76 

- 

Premier  Industrial  Corp. 

74 

- 

Premier  Industrial  Corp. 

67 

- 

Premier  Industrial  Corp. 

65 

215 

Movie  theaters 

87 

260 

Masco  Corp. 

52 

625 

Masco  Corp. 

49 

360 

Inheritance  (oil) 

46 

300 

Apple  Computer 

81 

245 

Inheritance  (Marriott  Corp.) 

56 

245 

Inheritance  (Marriott  Corp.) 

49 

245 

Inheritance  (Marriott  Corp.) 

57 

1,300 

Candy 

80s 

1,300 

Candy 

54 

1,300 

Candy 

65 

285 

Inheritance  (Hallmark  Cards) 

84 

330 

Real  estate 

60 

450 

Inheritance 

87 

- 

Inheritance  (Du  Pont) 

42 

260 

McCaw  Communications 

39 

260 

McCaw  Communications 

37 

260 

McCaw  Communications 

35 

260 

McCaw  Communications 

- 

400 

Newspapers 

- 

350 

McDonnell  Douglas 

69 

350 

Inheritance  (publishing) 

51 

370 

Publishing 

- 

635 

McGraw-Hill 

- 

800 

Consolidated  Papers 

69 

350 

Retailing 

- 

1,200 

Inheritance 

81 

750 

Inheritance 

46 

225 

Inheritance 

59 

340 

Real  estate 

87 

375 

Broadcasting 

42 

800 

Financier 

71 

430 

Textiles 

72 

- 

Textiles 

72 

630 

Textiles 

75 

260 

Inheritance  (Du  Pont) 

61 

- 

Burlington  Coat  Factory 

66 

375 

Real  estate 

68 

375 

Real  estate 

*New  entry.     tVRetumee     *Dropout.     +v     ir  miss. 
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rat's  a  fairly  odd  phrase  — 
when  you  realize  the  fu- 
lre's  behind  you."  But  a  for- 
ward thinking  company  knows 
xacdy  what  it  means. 
Quite  simply,  the  kind  of 
ompany  you  are  tomorrow 
epends  a  great  deal  on  the 
loves  you  made  yesterday,  the 
ecisions  you  make  today. 
In  recent  years  the  moves 
-e've  made,  the  decisions 
'e've  reached  have  renewed 
ur  spirit.  It  took  introspec- 
on,  belt-tightening,  and  some 
jugh  calls.  Now  we're 
narter,  more  flexible,  and 
lore  responsive  to  change. 
It  all  strengthened  our  belief 
tat  the  way  to  step  toward  to- 
iorrow  is  not  to  follow,  but  to 
ad.  With  fresh  thinking  that 
lows  us  to  do  business  as  we've 
sver  done  it  before. 
Today  we're  involved  in  em- 
•ging  technologies  that  can 
ad  to  new  business  opportu- 
ities  tomorrow.  Projects  like 
e  development  of  synthetic 
etals  for  increased  safety  in 
)mmercial  aviation.  A  new 
;nture  with  the  Baylor  Col- 
ge  of  Medicine  to  produce 
1  early  cancer  detection  kit. 
nd  a  proprietary  synthesis 
chnology  for  the  formulation 
"non-toxic  pest  control. 
When  you  look  back  at 
here  we've  been,  then  for- 
ard  to  where  we're  going, 
m'll  find  we're  a  company 
charged  and  marching  on. 
For  more  information  write 
Greg  Derrick,  Phillips 
itroleum,  16D-4  Phillips 
dg.,  Bartlesville,  OK  74004. 


hillips  Petroleum  Company 

Performing  to  meet 
the  challenge  of  change. 


WHEN  YOU  REALIZE 

THE  FUTURE'S  BEHIND  YOU,  YOU  DON'T 

TAKE  YOUR  STEPS  LIGHTLY. 


<f    /  

ea>     
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Mitchell,  George  Phydias 254 

Monaghan,  Thomas  Stephen 208 

Moncrief,  William  Alvin  fr 208 

Moody,  Robert  Lee 196 

Moore,  Gordon  Earle 228 

Moore,  Jerry  J 194 

Morgan,  Frank  Sherman 254 

Moms,  William  Shivers  III 253 

Mugar,  David  Graves 266 

Murdoch,  Keith  Rupert 167 

Murdock,  David  Howard 179 

Murphy  family 304 

Naify,  Marshall 245 

Naify,  Robert  Allen 245 

Newhouse,  Donald  Edward 150 

Newhouse,  Samuel  Irving  Ir 150 

Nichols,  Miller 248 

Nielsen,  Arthur  Charles  Jr.* 324 

Nordstrom  family 306 

€ 

O'Connor  family 306 

Olenicoff,  Igort 328 

Olsen,  Kenneth  Harry 267 

Ordway  family* - 

Ottaway,  lames  Haller  Sr.* 324 

O'Neill,  Richard  Jerome 259 

Packard,  David 155 

Palevsky,  Maxir 269 

Paley,  William  S 216 

Pamplin,  Robert  Boisseau 264 

Park,  Roy  Hampton 210 

Parker,  lack 235 

Pasquenlla,  Frank  lames* 234 

Paulson,  Allen  Eugene 226 

Paulucci,  Luigino  Francesco 196 

Paxson,  Lowell  W* 324 

Pearson,  Edith  du  Pont* 326 

Peery,  Richard  Taylor 267 

Pennington,  Claude  Bernard 218 

Pennington,  William  Norman 260 

Perdue,  Franklin  Parsons 234 

Perelman,  Ronald  Owen 174 

Perenchio,  Andrew  lerrold 224 

Perot,  Henry  Ross 150 

Petersen,  Robert  Einar 236 

Petne,  Milton  lack 181 

Pew  family 306 

Phipps  family 306 

Pictet,  Marion  MacMillan 271 

Pigott  family 306 

Pilaro,  Anthony  Martin* 235 

Pitcaim  family 310 

Pogue,  Alfred  Mack  234 

Pohlad,  Carl  Ray 186 

Pontikes,  Kenneth  Nicholas*  324 

Portman,  John  Calvint  328 

Pnce,  Sol* .324 

Pntzker,  lay  Arthur 154 

Pritzker,  Robert  Alan 

Pulitzer  family ...310 

Pulham,  Eugene  Smith 266 


Residence 


Worth 
Age      ($mil) 


Primary  sources 


Houston 

69 

300 

Oil 

Ann  Arbor,  Mich. 

51 

480 

Pizza 

Fort  Worth 

68 

475 

Oil 

Galveston,  Tex. 

53 

550 

American  National  Insurance 

Santa  Clara  County,  Calif. 

59 

370 

Intel  Corp. 

Houston 

60 

600 

Shoppmg  centers 

Kansas  City,  Mo. 

61 

300 

Banks 

Augusta,  Ga. 

54 

300 

Newspapers 

Boston 

49 

250 

Inheritance  (broadcasting) 

NYC 

57 

1,200 

News  Corp. 

Bel  Air,  Calif. 

65 

900 

Investments 

El  Dorado,  Ark. 

- 

600 

Oil 

San  Francisco 

68 

.    315 

Movie  theaters 

San  Francisco 

66 

315 

Movie  theaters 

NYC 

59 

2,600 

Publishing 

NYC 

60 

2,600 

Publishing 

Prairie  Village,  Kans. 

77 

300 

Real  estate 

Wmnetka,  111. 

69 

- 

A.C.  Nielsen  Co. 

Seattle 

- 

1,000 

Retailing 

Victoria,  Tex. 

425 

Inheritance 

Laguna  Beach,  Calif. 

44 

200 

Real  estate 

Lincoln,  Mass. 

62 

250 

Digital  Equipment  Corp. 

St.  Paul  origin 

- 

- 

Inheritance  (3M) 

Campbell  Hall,  N.Y. 

77 

- 

Newspapers 

San  |uan  Capistrano,  Calif. 

64 

275 

Inheritance  (real  estatel 

Los  Altos  Hills,  Calif 

76 

2,000 

Hewlett-Packard 

Beverly  Hills,  Calif. 

64 

240 

Computers 

NYC 

87 

440 

CBS,  Inc. 

Portland,  Ore. 

76 

260 

Textiles 

Ithaca,  N.Y. 

78 

475 

Park  Communications 

NYC 

73 

350 

Real  estate 

lohnstown,  Pa. 

62 

350 

Real  estate 

Savannah,  Ga. 

66 

375 

Gulfstream  Aerospace  Corp. 

Sanford,  Fla. 

70 

550 

Food  processing 

Clearwater,  Fla. 

53 

- 

Home  Shopping  Network 

Montchanin,  Del. 

76 

- 

Inheritance  (Du  Pont) 

Palo  Alto,  Calif. 

49 

250 

Real  estate 

Baton  Rouge,  La. 

88 

400 

Oil 

Reno,  Nev. 

65 

240 

Circus  Circus  Enterprises 

Salisbury,  Md. 

68 

350 

Chickens 

NYC 

45 

1,000 

Leveraged  buyouts 

Bel  Air,  Calif. 

57 

390 

Television 

Dallas 

58 

3,000 

Electronic  Data  Systems 

Beverly  Hills,  Calif. 

62 

340 

Publishing 

NYC 

85 

750 

Petne  Stores 

Philadelphia  origin 

- 

360 

Inheritance 

Westbury,  N.Y. 

- 

1,900 

Inheritance  (steel) 

Geneva,  Switzerland 

55 

230 

Inheritance  (Cargill,  Inc.) 

Seattle 

- 

610 

Inheritance  (Paccar) 

Southampton,  N.Y. 

52 

340 

Duty-free  shops 

Bryn  Athyn,  Pa.,  et  al. 

- 

650 

Inheritance 

Dallas 

54 

350 

Real  estate 

Minneapolis, 

73 

670 

MEI  Corp. 

Barnngton,  111 

48 

- 

Computer  equipment 

Atlanta 

63 

220 

Real  estate 

La  Jolla,  Calif 

72 

- 

The  Pnce  Co. 

Chicago 

66 

2,200 

Financier 

Chicago 

62 

2,200 

Financier 

St.  Louis,  et  al. 

- 

440 

Inheritance  (publishing) 

'ndianapolis 

74 

250 

Newspapers 

•New  entry.     •si-Returnee.     *Dropout.     tNear  miss 
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*  Why  would  we  give  you  first  class  for  a 
coach  ticket?  It's  just  good  business." 


Celeste  Rivera 
Flight  Attendant 


You  deserve  to  fly  first 
class.  And  only  Continental 
lets  you  fly  first  class  for  a  full 
coach  ticket.To  any  of  over 
80  cities  across  the  U.S. 

You'll  get  a  reserved 
first  class  seat.  Fine  food  and 
wine.  Extra  legroom. 
Everything  youd  enjoy  if  you 
were  paying  hundreds  more 
for  a  first  class  fare. 

And  we're  so  confident 
you'll  enjoy  our  service, 
we're  guaranteeing  it. 
Unconditionally.  If  you're  not 
satisfied  for  any  reason, 
we'll  give  you  your  money 
back.  $100  for  round  trip 
tickets  over  $500  $150  for 
round  trip  tickets  over 
$700  And  $200  for  round 
trip  tickets  over  $900. 
No  questions  asked. 

So  call  your  travel 
agent  or  Continental  at 
1-800-525-0280  for 
reservations.  And  fly  the 
airline  that  cares  about  your 
business. 

Service  Guarantee:  Fly  first  class 
round  trip  on  any  Mainland  U.S.  route 
9/19-10/31/88.  If  you're  not  satisfied 
after  your  flight,  make  claim  within 
60  days  of  trip  completion  using  form 
from  any  Continental  airport  ticket 
counter.  No  more  than  3  requests 
per  family.  Applies  to  round  trip 
YOnePass"  or  first  class  fare  purchase 
of  $500  or  more.  First  class  for  full 
coach:  Valid  for  OnePass*"  members 
everywhere  we  fly  in  the  Mainland 
U.S.  except  between  Houston  and 
these  cities:  Boston,  Los  Angeles, 
NYC/LaCuardia,  Newark, 
San  Francisco  or  Washington.  DC. 
Instant  enrollment  for  our  OnePass 
program  available  at  time 
of  reservation. 


We're  working  to  be  your  choice. 


©1988  Continental  Airlines,  Inc. 
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Rainwater,  Richard  Edward 273 

Redstone,  Sumner  Murray 160 

Reid,  Elizabeth  Ann  Hall 196 

Resmck,  Burton  Paul 220 

Reynolds,  Donald  Worthington 172 

Rich,  Marc 181 

Rich,  Robert  Edward  Sr 254 

Richardson  family 310 

Riklis,  Meshulam-fr 216 

Rinker,  Marshall  Edison  (Doc) 259 

Roberts,  George  R 242 

Robins  family 310 

Robinson,  Jesse  Mack 268 

Rock,  Arthur  J.* 326 

Rockefeller  family  (John  D.) 310 

Rockefeller  family  (William) 310 

Rockefeller,  David 168 

Rockefeller,  Laurance  Spelman 179 

Rockefeller,  Winthrop  Paul 180 

Rollins,  Orville  Wayne 186 

Root,  Chapman  Shaw 267 

Rose  family 311 

Rosenberg,  Ruth  Blaustein 212 

Rosenwald  family 311 

Rudin,  Jack 186 

Rudin,  Lewis 186 

Rust,  Eleanor  Francis  du  Pont* 326 

Ryan,  Patrick  George 270 

J 

Sammons,  Charles  A.* 164 

Sarofim,  Fayez  Shalaby 269 

Scaife,  Richard  Mellon 201 

Scharbauer,  Clarence  Jr 272 

Schnitzer  family* - 

Schwan,  Marvin  Maynard* 267 

Scnpps  family  (E.W.) 312 

Scripps  family  |J.E| 312 

Searle,  Darnel  Crow 266 

Searle,  William  Louis 266 

Segerstrom  family 312 

Selig,  Martin* 272 

Sharp,  Peter  Jay 253 

Sherman  family* - 

Shoen  family 312 

Shorenstein,  Walter  Herbert 219 

Silliman,  Mariana  du  Pont* 326 

Silverstein,  Larry  Abraham 226 

Simmons,  Harold  Clark 170 

Simmons,  Richard  Pault 328 

Simon,  Herbert 201 

Simon,  Melvin 201 

Simon,  Norton  Winfred 181 

Simon,  William  Edward 256 

Simplot,  John  Richard  219 

Singleton,  Henry  Earl 194 

Skaggs,  Leonard  Samuel  Jr 245 

Smart,  Richard  Palmer  Kalcioku 253 

Smith  family 312 

Smith  (Charlesl  family* - 

Smith,  Charles  E.* .258 

Smith,  Frederick  Wallace*  tkk 

Smith,  Manan  Uldine  Day*  tkk 

Smith,  Richard  Alan 224 


Worth 

Residence 

Age 

($mil) 

Primary  sources 

Fort  Worth 

44 

225 

Investments 

Newton  Centre,  Mass. 

65 

1,400 

Viacom,  Inc. 

Denton,  Tex. 

66 

285 

Inheritance  (Hallmark  Cards) 

Rye,  N.Y. 

51 

400 

Real  estate 

Las  Vegas 

82 

1,000 

Publishing 

Zug,  Switzerland 

54 

750 

Commodities  trading 

Point  Abino,  Ontario 

75 

300 

Rich  Products  Corp. 

Greensboro,  N.C.,  et  al. 

- 

550 

Inheritance  (Richardson- Vicks) 

NYC 

64 

440 

Financier 

Palm  Beach,  Fla. 

83 

275 

Cement 

San  Francisco 

45 

330 

Leveraged  buyouts 

Richmond,  Va. 

- 

300 

A.H.  Robins 

Atlanta 

65 

240 

Banking 

San  Francisco 

62 

- 

Venture  capital 

Scattered 

- 

4,880 

Inheritance  (oil) 

Scattered 

- 

350 

Inheritance  (oil) 

NYC 

73 

1,100 

Inheritance 

NYC 

78 

900 

Inheritance 

Winrock  Farm,  Ark. 

40 

800 

Inheritance 

Atlanta 

76 

740 

Rollins,  Inc. 

Ormond  Beach,  Fla. 

63 

250 

Coca-Cola  bottling 

NYC 

- 

350 

Real  estate 

Baltimore,  Md. 

89 

250 

Inheritance  (oil) 

Philadelphia;  NYC,  et  al. 

- 

300 

Inheritance  (Sears,  Roebuck) 

NYC 

64 

700 

Real  estate 

NYC 

61 

700 

Real  estate 

Thomasville,  Ga. 

81 

- 

Inheritance  (Du  Pont) 

Chicago 

51 

240 

Insurance 

Dallas 

90 

1,300 

Cable  television 

Houston 

59 

240 

Money  management 

Shadyside,  Pa. 

56 

525 

Inheritance 

Midland,  Tex. 

63 

225 

Inheritance  (oil,  land) 

Portland,  Ore.;  Palm  Springs 

- 

- 

Steel,  shipping,  real  estate 

Sioux  Falls,  S.D. 

59 

250 

Ice  cream 

Cincinnati  origin 

- 

1,200 

Inheritance  (newspapers) 

Detroit,  et  al. 

- 

780 

Inheritance  (newspapers) 

Winnetka,  Ul. 

62 

250 

Inheritance  (G.D.  Searle) 

Lake  Forest,  Ul. 

60 

250 

Inheritance  (G.D.  Searle) 

Orange  County,  Calif. 

- 

500 

Real  estate 

Seattle 

51 

230 

Real  estate 

NYC 

58 

300 

Real  estate 

Dayton,  Ohio 

- 

- 

Office  equipment 

Phoenix,  Ariz. 

- 

300 

U-Haul 

San  Francisco 

73 

400 

Real  estate 

Montchanin,  Del. 

77 

- 

Inheritance  (Du  Pont) 

NYC 

57 

375 

Real  estate 

Dallas 

57 

1,100 

Investments 

Sewickley,  Pa. 

57 

200 

Steel 

Indianapolis 

53 

270 

Shopping  centers 

Indianapolis 

61 

550 

Shopping  centers 

Los  Angeles 

81 

750 

Industrialist 

New  Vernon,  N.J. 

60 

290 

Leveraged  buyouts 

Boise,  Idaho 

79 

400 

Potatoes 

Los  Angeles 

71 

590 

Teledyne 

Salt  Lake  City 

65 

310 

American  Stores  Co. 

Honolulu,  Hawaii 

75 

300 

Inheritance 

Chicago  origin 

- 

600 

Illinois  Tool  Works 

Washington,  DC. 

- 

- 

Inheritance  (real  estate) 

Washington,  D.C 

87 

290 

Real  estate 

Memphis,  Tenn. 

44 

- 

Federal  Express  Corp. 

Atlanta 

54 

- 

Inheritance  (Days  Inns) 

Chestnut  Hill,  Mass. 

64 

385 

General  Cinema  Corp. 

*New  entry.     15-Returnee     *Dropout.       Near  miss. 
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Look  inside 

and  you'll  find  we're  more  than  aircraft. 

We've  developed  more 
different  electronic  sys- 
tems for  more  different 
airplanes  than  anyone 
else  in  the  world. 

Now  we're  taking  our 
systems  expertise  into 
space.  Grumman  is  pro- 
viding overall  integration 
support  of  NASA's  Space 
Station.  Grumman  is  also 
designing  and  develop- 
ing the  living  quarters  for 
the  station's  crew  of  eight. 
And  we're  designing  a 
radar  system  that  oper- 
ates in  space. 

The  expertise  involved 
in  projects  like  these 
makes  Grumman  systems 
the  best  for  the  jobs  they 
do.  And  these  systems  are 
creating  new  oppor- 
tunities for  Grumman. 

Only  GRUMMAN 


J. 


GRUMMAN 


of  Grummarr  Corporation 


Page       Residence 


Smith,  Robert  H.* 258 

Smith,  Vivian  Leatherberry 220 

Snyder,  Richard  Wesley 272 

Solow,  Sheldon  Henry 210 

Sorenson,  James  LeVoy 229 

Soros,  George 258 

Spanos,  Alexander  Gus 196 

Speer,  Roy  Merrill* 324 

Spiegel,  Abraham* 324 

Spielberg,  Steven  Allen* 324 

Stahl,  Stanley  Irving 216 

Steinberg,  Saul  Phillip 219 

Stephens,  Jackson  Thomas 229 

Stephens,  Wilton  Robert 229 

Stern,  Leonard  Norman 162 

Stone  family 312 

Stroh  family 312 

Stuart  family 313 

Sulzberger,  Arthur  Ochs 273 

Sulzberger,  Iphigene  Ochs 273 

Swig  family 313 

Syms,  Sy* 324 


^ 


Taper,  Sydney  Mark 244 

Tauber,  Laszlo  Nandor 208 

Taubman,  Adolph  Alfred 155 

Taylor  family 318 

Temple  family 318 

Terra,  Daniel  James 266 

Thalheimer,  Louis 212 

Thompson  family* - 

Thome,  Oakleigh  Blakeman 208 

Tisch,  Laurence  Allan 180 

Tisch,  Preston  Robert 180 

Tramiel,  Jack 270 

Trump,  Donald  John 174 

Turner,  Robert  Edward  |Ted|  III 201 

Tyson,  Barbara 240 

Tyson,  Donald  John 240 

1/ 

Ueltschi,  Albert  Lee 254 

Upiohn  family UK 


7 


van  Beuren,  Hope  Hill 260 

Van  Every  f ami K*  - 

Van  Kampen,  Robert  Donald* 269 

Vogel,  Jacqueline  Mars 162 

von  Platen,  Ruih  Chandler* 322 


71 


Wagner,  Cyril  Anthony  |r  222 

Walton,  James  lawn i    i  244 

Walton,  Sam  Moore  149 

Wang,  An 

Ward,  Louis  Larrick .186 

Wasserman,  Lewis  Robert 

Watson  family  31g 

Wattis  family 

Weber,  Charlotte  Colkei*  <24 

Wege  family .100 

Weiler  family  \\# 

Weinberg,  Harry .180 

Weinberg,  John  Livingston*  324 

Weis,  Robert  Freeman  214 


Washington,  D.C. 

Houston 

Dallas 

NYC 

Salt  Lake  City 

NYC 

Stockton,  Calif. 

Clearwater,  Fla. 

Beverly  Hills,  Calif. 

Beverly  Hills,  Calif. 

NYC 

NYC 

Little  Rock,  Ark 

Little  Rock,  Ark. 

NYC 

Chicago 

Detroit 

Bellevue,  Idaho;  Los  Angeles 

NYC 

NYC 

San  Francisco 

Lyndhurst,  N.J. 


Los  Angeles 

Potomac,  Md. 

Bloomfield  Hills,  Mich. 

Boston  origin 

Diboll,  Tex.,  et  al. 

Chicago 

Baltimore 

Dallas 

Millbrook,  N.Y. 

NYC 

NYC 

Zephyr  Cove,  Nev. 

NYC 

Roswell,  Ga. 

Fayetteville,  Ark 

Spnngdale,  Ark. 


Greenwich,  Conn. 
Kalamazoo,  Mich 


Middletown,  R.I. 
N.CiS.C,  et  al. 
West  Chicago 
Bedminster,  N  J 
San  Marino,  Calif. 


Midland,  Tex. 

Bentonville,  Ark. 

Bentonville,  Ark. 

Lincoln,  Mass. 

Kansas  City,  Mo. 

Beverly  Hills,  Calif 

Armonk,  N.Y.  origin 

Ogden,  Utah  origin 

Ocala,  Fla. 

(..rand  Rapids,  Mich. 

NYC 

Honolulu 

NYC 

Sunbury,  Pa. 


Worth 

Age 

|$mil) 

Primary  sources 

60 

290 

Real  estate 

80 

400 

Inheritance  (oil,  real  estate) 

50 

230 

Snyder  General 

60 

475 

Real  estate 

67 

360 

Medical  devices 

57 

290 

Money  manager 

65 

550 

Real  estate 

56 

- 

Home  Shopping  Network 

82 

- 

Columbia  Savings  &  Loan 

40 

- 

Movies 

64 

430 

Real  estate 

49 

400 

Financier 

65 

350 

Investment  banking 

81 

350 

Investment  banking 

50 

1,300 

Pet  supplies 

- 

485 

Stone  Container  Corp. 

- 

700 

Inheritance  (beer) 

- 

375 

Inheritance  (Carnation  Co.) 

62 

225 

New  York  Times 

96 

225 

New  York  Times 

- 

550 

Real  estate 

62 

- 

Syms  Corp. 

87 

325 

First  Charter  Financial  Corp. 

73 

500 

Real  estate 

64 

1,850 

Real  estate 

- 

600 

Inheritance  (publishing) 

- 

950 

Inheritance  (timber) 

77 

250 

Lawter  International 

44 

250 

Inheritance  (oil) 

- 

- 

Southland  Corp. 

56 

480 

Commerce  Clearing  House 

65 

850 

Loews  Corp. 

62 

850 

Loews  Corp. 

60 

240 

Atari  Corp. 

42 

1,000 

Real  estate 

49 

535 

Turner  Broadcasting  System 

39 

265 

Tyson  Foods 

58 

330 

Tyson  Foods 

71 

300 

FhghtSafety  International 

— 

1,400 

Inheritance  (Upjohn  Co.) 

54 

250 

Inheritance  (Campbell  Soup) 

- 

- 

Lance,  Inc. 

49 

240 

Bonds 

49 

1,300 

Candy 

dec. 

- 

Times  Mirror  Co. 

54 

390 

Oil 

66 

320 

Wal-Mart  Stores 

70 

6,700 

Wal-Mart  Stores 

68 

365 

Wang  Laboratories 

68 

650 

Russell  Stover  Candies,  Inc. 

75 

225 

MCA,  Inc. 

- 

330 

International  Busmess  Machines 

- 

900 

Inheritance  (Utah  International) 

45 

- 

Inheritance  (Campbell  Soupl 

- 

1,200 

Steelcase 

- 

500  : 

Real  estate 

80 

850 

Real  estate 

63 

- 

Goldman,  Sachs  &  Co. 

69 

380 

Weis  Markets,  Inc. 

•New  entry.     -^Returnee.     "Dropout. 
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Weis,  Sigfried 214 

Werner,  Bella* 324 

Wexner,  Leslie  Herbert 174 

Weyerhaeuser  family 318 

Whitney,  Betsey  Cushing  Roosevelt 248 

Whittier  family 320 

Wien,  Lawrence  Arthur 234 

Wirtz  family 320 

Wolfe  family 320 

Woodner,  Ian* 243 

Wrigley,  William 219 

w 

Yates  family 320 

% 

Zell,  Samuel 220 

Ziff,  William  Bernard  Jr 170 

Zuckerman,  Mortimer  Benjamin 266 


Residence 


Worth 
Age     (Smil) 


Primary  sources 


Lewisburg,  Pa. 

72 

450 

Weis  Markets,  Inc. 

Columbus,  Ohio 

70s 

- 

The  Limited,  Inc. 

Columbus,  Ohio 

51 

1,000 

The  Limited,  Inc. 

St.  Paul;  Seattle,  et  al. 

- 

1,000 

Inheritance  (timber] 

Manhasset,  N.Y. 

80 

300 

Inheritance 

Southern  Calif. 

- 

700 

Inheritance  (oil) 

NYC 

83 

350 

Real  estate 

Chicago 

- 

500 

Inheritance  (real  estate] 

Columbus,  Ohio,  et  al. 

- 

550 

Inheritance  (newspapers) 

NYC 

85 

330 

Real  estate 

Lake  Geneva,  Wis. 

55 

400 

Chewing  gum 

Artesia,  N.M. 

- 

380 

Oil 

Chicago 

46 

390 

Real  estate 

Manalapan,  Fla. 

57 

1,000 

Publishing 

NYC 

51 

250 

Real  estate 

♦New  entry.     -si-Returnee.     «Dropout.     tNear  miss. 


Tlhis  is  the  year  the  rich  got  poorer.  The  total  estimated 
net  worth  of  the  400  individuals  who  made  our  list  last 
year,  including  the  52  who  dropped  off  this  year,  fell  5%,  to 
$210  billion.  It  doesn't  look  like  it  in  the  tables  below, 
since  total  estimated  net  worth  of  the  400  richest  people 
we  could  find  in  America  this  year  is  the  same  as  last 
year's  $220  billion,  and  average  net  worth  apparently  is 
also  practically  unchanged  at  $551  million  (the  extra  $1 
million  is  the  result  of  rounding).  What  happened?  The 
underlying  drop  is  obscured  by  our  year-round  research, 


1982 

1983 

1984 

1985 

1986 

1987 

1988 

92 

118 

400  net  worth  ($bil) 
125             134            156 

220 

220 

230 

295 

average  net  worth  (Smil) 
315             335             390 

550 

551 

91 

125 

minimum  net  worth  (Smil) 
150             150             180 

225 

225 

13 

15 

known  billionaires 
12              13              26 

49 

51 

— 

74    - 

44 

new  entries 
64 

56 

80 

52 

66 

64 

69 

women 
78 

77 

55 

49 

206 

194 

146 

inherited 
181 

168 

162 

154 

9 

10 

21 

agriculture 
16 

16 

16 

16 

which  constantly  turns  up  previously  undiscovered  pri- 
vate fortunes.  A  new  discovery  worth,  say,  $325  million 
pushes  somebody  less  rich  off  the  bottom  worth  $225 
million.  Net  apparent  gain,  $100  million;  net  real  gain,  $0. 
This  year  not  one  but  two  previously  unsuspected  billion- 
aires grace  our  pages,  each  replacing  some  $225  million 
semipauper.  Meanwhile,  some  of  the  people  on  last  year's 
list  have  taken  sizable  hits.  Sam  Walton,  for  instance,  is 
down  nearly  $2  billion.  It  wasn't  such  a  bad  year  to  be  in 
Treasurys. 


1982 

1983 

1984 

1985 

1986 

1987 

1988 

19 

53 

48 

finance 
45 

59 

69 

65 

4 

12 

15 

high  tech 
12 

10 

16 

15 

70 

64 

74 

oil  and  gas 
64 

48 

29 

30 

48 

48 

71 

real  estate 
83 

59 

73 

87 

15 

15 

19 

retailing 
19 

22 

18 

21 

38 

62 

59 

media 
69 

58 

75 

73 

70 

105 

95 

manufacturing 
103 

92 

84 

75 
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It  set ,       ihsurd  that  so  few  people  should 

be  w         so  much  when  so  many  people 

othing  at  all.  The  author  of  "Wealth 

verty"  explains  why  redistributing 

wealth  would  be  far  more  absurd. 


Tied  to  the  masts 
of  their  fortunes 


By  George  Gilder 


Every  year,  when  this  issue  of 
Forbes  appears,  Americans  are 
reminded  that  the  400  richest 
people  in  America  live  in  a  world  with 
4  billion  poor  people.  Hard  questions 
are  quickly  and  properly  asked:  Why, 
on  a  planet  riven  with  famine,  poverty 
and  disease,  should  this  tiny  minority 
be  allowed  to  control  riches  millions 
of  times  greater  than  their  needs? 
Why  should  Wal-Mart's  Sam  Moore 
Walton  have  $6.7  billion,  while  the 
President  of  the  U.S.  earns  just 
$200,000  a  year?  While  a  hardworking 
high  school  teacher  struggles  by  on 
$25,000  a  year?  While  hundreds  of 
thousands  of  Americans  are  home- 
less, and  many  thousands  of  children 
malnourished?     Or,     more    broadly: 
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Why  should  the  top  1%  of  families 
own  36%  of  the  nation's  personal 
wealth,  while  the  bottom  11%  are 
awash  in  debt  or  have  no  measurable 
net  worth  at  all? 

To  many  people,  these  huge  dispari- 
ties seem  to  defy  every  sense  of  pro- 
portion and  propriety.  It  is  not  only 
the  million-dollar-a-year  anchormen 
who  ask  these  questions  but  lots  of 
sensible  and  successful  business  peo- 
ple as  well. 

Could  we  create  a  system  of  capital- 
ism without  indecently  rich  capital- 
ists? Would  it  be  possible  to  contrive 
an  economy  just  as  prosperous  as  the 
U.S.'  but  with  a  far  more  just  and 
appropriate  distribution  of  wealth — 
with  personal  wealth  capped  at,  say, 
$15  million,  or  even  $100  million? 
It  is  not  possible,  but  not  for  the 
can-Henm  reasons   many   of   capi- 
talism's most  ardent  de- 
fenders    suggest.     The 
usual  case  for  capitalism 
maintains     that     greed 
may  drive  Ivan  Boesky 
or  Marc  Rich  to  unac- 
ceptable   behavior,    but 
that    same    greed    also 
drives  individuals  to  lift 
the  material  standard  of 
living  for  society  as  a 
whole.  This  was  essen- 
tially  the   argument   of 
Adam  Smith.  Writing  in 
defense  of  what  might 
have   been   The   Forbes 
Four  Hundred  of  his  day, 
Smith  declared  that  it  is 
only  from   the   capital- 
ist's   "luxury    and    ca- 
price," his  desire  for  "all 
the  different  baubles  and 
trinkets  in  the  economy 
of  greatness,"   that  the 
poor  "derive  that  share 

rof  the  necessaries  of  life, 
which  they  would  in 
vain  have  expected  from 
his  humanity  or  his  jus- 
tice." He  continued: 

"In  spite  of  their  [the 
rich  men's]  natural  self- 
ishness and  rapacity, 
though  they  mean  only 
their  own  conveniency, 
though  the  sole  end 
which  they  proposed 
from  the  labours  of  all 
the  thousands  they  em- 
ploy, be  the  gratification 
of  their  own  vain  and  in- 
satiable desires  .  .  .  they 
are  led  by  an  invisible 
hand  .  .  .  and  without  in- 
tending it,  without 
knowing  it,  advance  the 
interest  of  society." 


And  how  wrong  on  this  point  about 
greed  the  canny  Scotsman  was.  This 
case  for  capitalism  as  a  Faustian  pact 
by  which  we  trade  individual  greed  for 
communal  wealth  misses  the  point 
that  great  wealth  is  an  abstract  (and 
largely  irrelevant)  monetary  expres- 
sion of  successful  entrepreneurial  ac- 
tivity. This  activity  is  the  mainspring 
of  capitalism.  The  reason  capitalism 
works  is  not  the  virtue  or  greed  of 
capitalists,  or  the  invisible  hand  of  the 
market.  Capitalism  works  because 
the  people  who  create  wealth  are  re- 
warded with  the  right  and  burden  of 
reinvesting  it.  The  rich  know  how  to 
maintain  and  expand  their  holdings, 
and  the  market  values  their  knowl- 
edge. The  rich  are  a  strange  mixture 
because  rarely  are  they  chosen  by 
blood,  credentials,  education  or  ser- 
vice to  the  establishment.  They  are 
chosen  for  performance,  for  services 
to  the  people  as  consumers. 

To  most  people  wealth  means  mon- 
ey. Wealth  is  what  we  use  to  buy 
fancier  cars  and  bigger  houses  and 
send  children  to  college.  Hence,  most 
people  think  Sam  Walton's  $6.7  bil- 
lion net  worth  is  money  that  can  be 
spent  or,  at  least,  capital  that  can  be 
invested  in,  say,  Treasury  bills,  the 
interest  on  which  is  money  that  can 
then  be  spent.  At  current  rates,  $6.7 
billion  in  T  bills  would  yield  Walton 
around  $1.5  million  a  day. 

This  misconstrues  what  wealth  to 
the  wealthy  really  is. 

Wealth  to  the  business  person  is 
what  freedom  of  speech  and  access  to 
the  public  are  to  a  writer  or  to  a  politi- 
cian. It  is  the  business  person's  very 
means  of  production.  Therefore,  to 
cap  his  wealth  would  be  like  capping 
the  number  of  readers  or  followers 
allowed  to  a  journalist,  a  thinker  or  a 
politician. 

Since  their  wealth  is  mostly  invest- 
ed, the  American  rich,  in  general,  can- 
not revel  in  it.  Most  of  it  is  not  even 
liquid.  It's  not  what  the  rest  of  us  see 
as  money.  Wealth  to  the  wealthy  is 
their  entrepreneurial  knowledge  and 
commitment.  It's  the  resources  to 
continue  expanding  successful  enter- 
prises without  first  gaining  the  ap- 
proval of  remote  boards  of  experts, 
politicians  or  bureaucrats,  whether 
public  or  private. 

Wealth  is  embodied  in  a  web  of 
enterprise  that  retains  its  worth  only 
through  constant  work  and  sacrifice 
by  the  entrepreneur.  The  very  process 
of  creating  wealth  is  the  best  possible 
education  for  creating  more  wealth. 
Every  enterprise  is  an  experimental 
test  of  an  entrepreneurial  idea.  If  it 
succeeds,  it  yields  a  twofold  profit:  a 
financial  profit,  and  a  profit  of  knowl- 


edge and  learning.  An  economy  can 
continue  to  grow  only  if  its  profits  are 
constantly  joined  with  entrepreneur- 
ial knowledge  and  control.  Divorce 
the  financial  profits  from  the  learning 
process  or  from  investment  control, 
and  the  economy  stagnates. 

For  an  example,  look  no  further 
than  stagnating  West  Germany, 
where  a  maze  of  obstacles  hinders  the 
creation  of  new  wealth — although  not 
the  hoarding  of  old  fortunes.  In  the 
dynamic  U.S.,  by  contrast,  the  rule 
tends  to  be  rags  to  riches  and  back  to 
rags  within  three  generations.  Well 
over  half  of  The  Forbes  Four  Hun- 
dred's fortunes  are  self-made.  Those 
who  wonder  why  the  U.S.  can  create 
jobs  but  West  Germany  cannot 
should  compare  each  country's  treat- 
ment of  its  entrepreneurs. 

Suppose  the  government,  with  the 
best  income  redistribution  inten- 
tions, had  decreed  that  Sam  Walton's 
net  worth  could  not  exceed  $100  mil- 
lion. The  effect  of  that  decree  would 
have  been  to  arrest  in  its  tracks  Wal- 
ton's snowballing  knowledge  about 
bringing  better  retail  service  to  the 
rural  South.  The  decree  would  have 
halted  Wal-Mart's  growth  several 
years  ago,  at  the  cost  of  tens  of  thou- 
sands of  jobs  and  better  values  for 
millions  of  consumers. 

Couldn't  someone  else  have  taken 
over?  Perhaps.  But  who?  With  what 
knowledge,  gained  how?  Appointed 
by  whom?  At  every  step  in  Wal- 
Mart's  development,  Walton  was  the 
most  knowledgeable  person  to  take 
the  enterprise  to  the  next  step.  And, 
unlike  the  chief  executives  of  most 
large  committee-run  corporations, 
Walton  joined  his  knowledge  with  the 
power  to  do  what  he  thought  right. 

Succeeding  and  wisely  delegating  at 
each  step,  Walton  won  the  right  to 
take  the  next  step,  and  the  next.  As 
Walton's  retailing  knowledge  accu- 
mulated, so  Wal-Mart's  stores  and  its 
payroll  and  its  contribution  to  rural 
prosperity  multiplied.  Expressed  ab- 
stractly— as  dollar  values  on  pieces  of 
paper — Walton's  own  personal  worth 
also  grew. 

Conversely,  think  of  the  Hunt 
brothers.  In  1979  they  had  command 
over  the  investment  of  large  capital 
resources.  They  bet  on  silver.  They 
were  wrong  and  recently  filed  person- 
al bankruptcies. 

The  riches  of  The  Forbes  Four  Hun- 
dred all  ultimately  stem  from  this 
process    of    accumulating    entrepre- 


An  expert  on  the  entrepreneurial  process,  George 
Gilder  is  finishing  bis  latest  book,  Microcosm:  Into  the 
Quantum  Era  of  Economics  and  Technology,  to  be 
published  next  year  by  Simon  &  Schuster. 
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neurial  knowledge.  The  new  enter- 
prise is  the  most  creative  domain  in 
the  world  economy  because  it  offers 
the  best  learning  process.  A  man  or 
woman  who  builds  a  company  from 
scratch  acquires  a  depth  of  under- 
standing of  what  makes  it  work  that 
an  imported  chief  executive,  however 
smart  and  however  efficient  his  man- 
agement information  tools,  cannot 
readily  acquire.  The  entrepreneur 
gains  a  dynamic  and  integrated  view 
of  his  company,  and  a  realistic  view  of 
the  needs  of  the  market. 

Entrepreneurial  knowledge  and 
wealth  have  very  little  to  do  with 
inherited  money — remember  that 
over  one  half  of  The  Forbes  Four  Hun- 
dred received  no  significant  inherited 
wealth  and  many  of  the  rest  gained 
their  fortunes  from  entrepreneurial 
parents.  Nor  is  their  wealth  the  result 
of  certified  expertise  or  advanced  de- 
grees or  the  learning  of  establishment 
schools — the  intellectual  raw  materi- 
al dear  to  the  theories  of  the  economic 
planners  and  other  social  engineers. 
But  successful  business  people  de- 
pend upon  a  different  kind  of  intellec- 
tual raw  material.  Of  The  Forbes  Four 
Hundred,  at  least  9  never  finished 
high  school  and  only  242  out  of  the 
296  who  started  college  graduated. 

The  fashionably  educated  and  culti- 
vated spurn  the  kind  of  fanatically 
focused  learning  commanded  by  The 
Four  Hundred.  Great  wealth  usually 
comes  from  doing  what  other  people 
consider  insufferably  boring.  The  in- 
tricacies of  building  codes  or  garbage 
routes  or  software  language  or  grocer- 
ies, the  mechanics  of  butchering 
sheep  and  pigs  or  frying  and  freezing 
potatoes,  the  mazes  of  high-yield 
bonds,  the  murky  lore  of  petroleum 
leases  or  Far  Eastern  electronics  sup- 
plies, motivating  workers  and  blan- 
dishing union  bosses  and  federal  in- 
spectors and  the  IRS — all  are  consid- 
ered tedious  or  trivial  by  the 
established  powers. 

Most  people  prefer  leaving  the  grit- 
ty and  relentless  details  that  allow  the 
creation  of  great  wealth  to  "the  ex- 
perts." But  generally  speaking,  one 
achieves  great  material  wealth  not  by 
leaving  it  to  experts  but  by  creating 
new  expertise,  often  painfully.  Forrest 
Mars  went  bankrupt,  failed  twice  in 
other  ventures  before  building  a  for- 
tune in  candy  bars.  Milton  Petrie 
went  bankrupt  before  hitting  on  the 
concept  that  made  him  worth  $750 
million. 

Starting  an  innovative  enterprise  is 
an  aggressive  action,  not  a  reaction 
that  can  be  rationally  planned.  The 
great  economist  Joseph  Schum peter 
understood  this  well  when  he  wrote: 


"The  problem  that  is  usually  being 
visualized  [in  economics]  is  how  capi- 
talism administers  existing  struc- 
tures, whereas  the  relevant  problem  is 
how  it  creates  and  destroys  them.  .  .  . 
In  capitalist  reality  as  distinguished 
from  its  textbook  picture,  it  is  not 
that  kind  of  [static]  competition 
which  counts  but  the  competition 
from  the  new  commodity,  the  new 
technology,  the  new  source  of  supply, 
the  new  type  of  organization.  ..." 

Because  entrepreneurship  over- 
throws establishments  rather  than 
undergirds  them,  the  very  rich  in 
America  mostly  begin  as  rebels  and 
outsiders.  Often  they  live  in  places 
like  Bentonville,  Ark.;  Omaha,  Nebr.,- 
or  Mission  Hills,  Kans.  When  they 
buy  expensive  apartments  in  New 
York  and  move  in  high  social  circles, 
they  are  usually  inheritors  of  wealth, 
or  getting  on  in  years. 


If  we  smear,  harass  and 
overregulate  the  rich,  we 
will  be  shocked  how  swiftly 
the  physical  tokens  of  their 
wealth  and  means  of 
production  collapse. 

Maintaining  and  increasing  wealth 
is  nearly  as  difficult  as  creating  it.  The 
key  to  Sam  Walton's  wealth  is  his 
resolution  not  to  spend  or  abandon  it. 
In  the  Schumpeterian  mindscape  of 
capitalism,  the  entrepreneurial  own- 
ers are  less  captors  than  captives  of 
their  wealth.  If  they  try  to  take  it  or 
exploit  it,  or  simply  mismanage  it,  it 
will  tend  to  evaporate.  As  young  bil- 
lionaire Bill  Gates  has  put  it,  he  is 
"tied  to  the  wheel"  of  Microsoft.  Its 
worth  will  collapse  overnight  if  the 
market  believes  that  the  firm  is  chief- 
ly serving  its  owner  rather  than  he 
serving  it.  Like  Walton  and  most  of 
The  Forbes  Four  Hundred,  Gates  is  as 
much  the  slave  of  his  creation  as  he  is 
its  master. 

With  so  much  knowledge,  experi- 
ence and  hard  work  focused  on  them, 
it  is  no  accident  that  young,  entrepre- 
neurial businesses  are  creating  all  the 
jobs  in  this  country,  while  many  of 
the  old,  professionally  managed  com- 
panies are  shrinking  their  payrolls. 
Yet  a  society  that  prohibited  great  per- 
sonal fortunes  would  also  be  an  econ- 
omy almost  completely  dominated  by 
professional  management  and  bureau- 
cracy. It  is  as  a  result  of  the  failures  of 
smaller  bureaucracies  that  all  social- 
istic countries  worth  talking  about 
arc  now  freeing  up  their  economies,  in 
the  hope  that  unleashing  entrepre- 
neurial activity  will  end  decades  of 
stagnation. 


Moving  in  the  opposite  direction 
are  those  who  believe  that  Sam  Wal- 
ton's $6.7  billion  should — and  can — 
be  redistributed  to  the  needy.  This 
group  believes  that  wealth  consists  in 
definable  and  physical  things — dollar 
bills,  land,  broadcast  towers,  coaxial 
cables.  They  fail  to  recognize  that  the 
real  pillars  and  buttresses  of  private 
wealth  are  metaphysical:  the  tastes 
and  ideas  of  customers  and  investors, 
the  attitudes,  moral  codes  and  mental 
disciplines  of  business. 

In  the  last  year,  for  example,  Austin 
Furst's  videocassette  rights,  Ken  Pon- 
tikes'  computer  leases,  Roy  Speer  and 
Lowell  Paxon's  Home  Shopping  Net- 
work all  tumbled  out  of  the  mind- 
scape  of  value.  Earlier  this  decade  saw 
the  demise  of  scores  of  oil  and  real 
estate  fortunes  in  Texas  and  Oklaho- 
ma. The  underlying  oil  and  buldings 
did  not  change.  In  all  these  cases  the 
things  stayed  pretty  much  the  same. 
But  thoughts  about  them  changed. 
What  was  supremely  valuable  in  1980 
plunged  in  value  by  1988. 

This  is  why  the  government  could 
not  capture  the  wealth  of  The  Four 
Hundred  even  if  it  wished  to.  Under 
capitalism,  wealth  is  less  a  stock  of 
goods  than  a  flow  of  ideas.  Schum- 
peter  propounded  the  basic  rule  when 
he  declared  capitalism  "a  form  of 
change"  that  "never  can  be 
stationary."  The  very  act  of  trying  to 
capture  wealth  would  cause  it  to 
evaporate. 

People  who  are  really  concerned 
about  the  poor  of  America  should  also 
concern  themselves  with  the  future  of 
the  rich  in  America.  If  we  smear,  ha- 
rass, overtax  and  overregulate  the 
rich,  we  will  be  shocked  and  horrified 
to  discover  how  swiftly  the  physical 
tokens  of  their  wealth  and  means  of 
production  collapse  into  so  much  cor- 
roded wire,  eroding  concrete,  scrap 
metal  and  jungle  rot.  "Look  on  my 
works,  ye  Mighty,  and  despair!"  Shel- 
ley wrote  in  the  voice  of  King  Ozy- 
mandias,  whose  empires  became 
mere  mounds  in  the  Sahara  sands. 

What  makes  Sam  Walton  worth 
$6.7  billion?  Many  things.  His  ency- 
clopedic lore  and  marketing  prowess 
in  rural  America.  The  loyalties  of  his 
workers.  The  fabric  of  tacit  knowl- 
edge that  holds  together  his  firm.  His 
long  record  of  constant  growth.  All 
are  inestimably  more  valuable  than 
any  of  the  physical  buildings  and  in- 
ventories that  he  could  transfer  to 
others.  Walton,  in  other  words,  is  es- 
sentially powerless  to  redistribute  his 
wealth — except  by  preserving  and  ex- 
panding the  fabric  of  ideas,  opportuni- 
ties and  disciplines  that  underly  it  and 
enrich  the  world.  ■ 
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The  Money  Men 


Four  members  of  The  Forbes  Four  Hun- 
dred who  made  their  money  on  Wall 
Street— Jackson  Stephens,  Fayez  Sarofim,  J r. 
Morton  Davis  and  Charles  Allen  Jr. — share 
their  thoughts  on  the  prospects  for  stocks. 

The  Dow  at  3000 
within  two  years? 


By  Ralph  King  Jr. 


Stephens,  Inc.  Chairman  Jackson  Stephens 

"If  I'm  smart.  TO  hold  for  a  full  cycle,  five  to  seven  years. 


Jim  Knowles'Piaure  Group 
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WE  ARE  IN  THE  MOST  lackluster 
stock  market  since  the  stag- 
flation of  the  mid-1970s.  In- 
terest rates  are  creeping  up,  but  no 
one  knows  what  they'll  do  after  the 
November  election.  Fears  of  both  re- 
cession and  inflation  are  rife,  though 
signs  of  neither  are  much  in  evidence. 
Some  stocks  look  cheap,  but  there  is 
an  acute  shortage  of  commitment. 

What  do  Wall  Street's  real  profes- 
sionals think  lies  ahead?  Among  The 
Forbes  Four  Hundred  are  four  men 
who  made  their  fortunes  in  the  stock 
market  and  agreed  to  share  their  crys- 
tal balls  with  us.  While  none  much 
cared  for  prospects  over  the  short 
term,  all  reminded  us  that  the  way  to 
significantly  increase  one's  capital  is 
to  invest  for  the  long  term.  Twelve 
months  after  Black  Monday,  Oct.  19, 
here  is  what  our  foursome  advises: 

Jackson  Stephens,  65,  chairman  and 
cofounder  of  Arkansas-based  Stephens, 
Inc.,  the  largest  investment  firm  outside 
New  York:( 

The  stock  market  is  still  the  best 
place  to  be,  absolutely.  That's  where 
the  action's  been  for  the  42  years  I've 
been  in  business.  But  there  are  two 
things  to  remember.  First,  your  aver- 
age investors  are  scared  to  death  of  the 
stock  market.  This  will  change,  but  I 
don't  know  when.  Second,  for  foreign- 
ers, one  dollar  of  earnings  is  not  what 
it  used  to  be.  But  because  they  have  so 
much  money,  they  will  come  in  as  the 
dollar  improves  in  value  relative  to 
their  currency  or  they  get  adjusted  to 
present  values. 

I  think  a  lot  of  the  market  players 
today  are  disappointed  if  they  don't 
get  an  immediate  reaction.  You  can't 
expect  to  make  50%  on  your  money 
every  year.  You  have  to  find  the  val- 
ues and  be  patient.  If  I'm  real  smart, 
I'll  hold  for  a  full  cycle,  say  five  to 
seven  years. 

Our  favorite  stocks  are  in  alumi- 
num, food,  communications  and 
banking.  I  like  Alcoa  and  Reynolds. 
The  Japanese  still  can't  compete  in 
aluminum  because  they  don't  have 
the  cheap  energy  that  we  do.  In  food,  I 
like  RJR  Nabisco.  Their  new  smoke- 
less cigarette  is  going  to  be  big.  Com- 
munications companies  look  good, 
the  Baby  Bells  and  the  independents.  I 
personally  like  the  smaller  ones  like 
Alltel  Corp.,  because  you  get  more 
bang  for  your  investment. 

The    bank    franchise    used    to    be 
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Zigy  Kaluzny/Gamma-Uai&on 


Houston  money  manager  l-'ayez  Sarofim 

"Valuations  of  American  globally  dominant  companies  are  much  lower  than  the  valuations  of  foreign  ones. 


worth  a  lot.  Now  that  franchise  has 
been  eroded  by  Wall  Street  and  every- 
body else  coming  in  and  skimming 
the  top.  Still  you  have  to  love  the 
North  Carolina  banks,  NCNB,  Wa- 
chovia and  First  Union.  The  Fleet 
Group  in  Rhode  Island  is  fantastic. 

You  always  have  this  latent  fear  of 
inflation,  which  could  hurt  some 
stocks.  I  do  worry  about  that.  Infla- 
tion is  the  one  thing  that  can  kill 
this  country.  The  inflationary  period 
we  went  through  did  a  hell  of  a  lot  of 
damage.  You  had  people  working  all 
their  lives,  say  for  the  telephone 
company,  and  they  contributed  to 
their  retirement  and  had  the  right  to 
expect  enough  income  at  retirement 
that  they  could  live  decently.  But  the 
retirement  was  not  enough,  they 
were  paupers.  That's  a  damn  crime. 

I'm  not  too  worried  about  the  gov- 
ernment deficit.  It  was  created  to  pro- 
vide protection  for  the  cuuntry,  and 
now  we  have  peace  breaking  out  all 
over  the  world.  What's  that  worth ? 
It's  like  a  guy  who  goes  to  the  doctor 
and  has  a  chest  X  ray  and  the  doctor 
says  you're  fine,  pay  me  50  bucks. 
And  the  guy  says,  good  God,  I  wasted 
50  bucks.  The  alternative  would  have 
been  a  lot  worse. 

I  don't  think  higher  taxes  axe  inev- 


itable. Corporate  earnings  are  going  to 
continue  to  be  good,  and  so  will  per- 
sonal income,  so  tax  receipts  will  in- 
crease. A  tax  hike  would  knock  that 
right  in  the  head. 

The  market  hasn't  done  much  late- 
ly, but  you've  only  had  12  months 
since  Oct.  19.  That's  just  not  very 
long.  I  can't  tell  you  where  it's  head- 
ed. I  don't  know.  I  could  go  to  New 
York  and  find  out  what  they're  think- 
ing. Then  I'd  do  the  opposite. 

Houston's  Fayez  Sarofim  not  only  is 
hulluJ)  but  he's  developed  a  whole  new 
investment  strategy  that  looks  beyond  the 
oil  stocks  tlxit  made  bis  tost  fortune,  and 
eivn  beyond  the  U.S.: 

The  stock  market  should  be  much 
higher,  but  individuals  have  been  li- 
quidating. The  psychology  is  negative 
as  an  aftermath  of  Oct.  19.  Still,  fun- 
damental corporate  earnings  are  com- 
ing through,  share  repurchase  and 
merger  activity  are  at  a  record  pace. 
From  Sept.  1987  to  Sept.  1988  profits 
in  the  companies  we  own  arc  up  30%, 
and- next  year  we're  looking  for  earn- 
ings to  grow  10%  to  15%. 

And  yet  stock  prices  are  down  20% 
to  25%.  Now,  even  if  we  have  an 
economic  recession  in  the  U.S.,  the 
companies  we  own  are  global,  so  they 


aren't  as  vulnerable.  Besides,  we 
think  the  likelihood  of  a  recession 
throughout  the  economy  is  small. 
When  that  fear  is  gone,  and  the  fear  of 
rising  inflation  is  gone,  you  can  see 
the  makings  of  a  better  market,  be- 
cause then  interest  rates  might  come 
down.  And  with  the  earnings  growth 
that  you  see,  there's  no  reason,  espe- 
cially with  expectations  so  low,  that 
the  Dow  won't  approach  the  3000  lev- 
el within  two  years. 

In  the  1970s  when  you  had  rising 
inflation,  we  said  that  natural  re- 
sources was  the  place  to  be.  Today 
we're  in  a  global  economy,  so  we're 
buying  what  we  label  globally  domi- 
nant companies.  The  world  will  be 
controlled  economically  by  maybe 
1,000  to  1,500  multinational  compa- 
nies, some  of  which  are  based  over- 
seas and  some  based  in  the  U.S.  You 
can  go  through  the  whole  list  of  con- 
sumer franchises,  Coca-Cola,  Philip 
Morris,  Heinz,  and  dominant  players 
in  other  areas  like  GE,  Merck,  etc. 
They  are  good  long-term  values, 
they're  difficult  to  duplicate,  they're 
the  supreme  companies  in  their  busi- 
nesses, and  they  have  very  good  earn- 
ings predictability. 

Now  the  valuations  of  American 
globally    dominant    companies    are 
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Exactly. 
This  gives 
yourfund 
the  right  mix, 
your  CFO  the 
right  controls 
and  you  the 
right  answers 
at  your  next 
board  meeting.* 


mam 


Blue  Chip  Advice 

From  your  company's  investment 
funds  to  your  personal  retirement 
plan,  you  know  the  value  of 
working  closely  with  the  right 
people.  And  since  1846,  we've 
built  a  company  and  a  reputation 
on  blue  chip  people  giving  blue 
chip  advice. 


Connecticut  Mutual  Life  Insurance  Company 

•  Connecticut  Mutual  Financial  Services  •  Urbco  •  GroupAmerica  Insurance  Company  •  State  House  Capital  Management 

•  CM  Assurance  •  CM  Asset  Advisors  •  CM  Transnational  •  Diversified  Insurance  Services  of  America 

'  Hartford,  Connecticut  06154 


The@  3  Alliance 


An  Alliance  of  Blue  Chip  Companies 


>_ 


Izr 


D.ll  Blair  Chairman  J  Morion  Davis 

Davis  made  his  money  peddling  speculative  stocks,  but  buys  mostly  quality  for  his  own  account. 


Rohm  Bowmjn 


much  lower  than  the  valuations  of 
foreign  ones.  If  you  take  Japan, 
they're  significantly  lower.  In  com- 
parison with  Europe,  less  so.  Take 
Coca-Cola,  which  last  year  earned 
more  on  operations  in  Japan  than  in 
the  U.S.,  and  sells  at  12  to  13  times 
earnings,  while  an  equivalent  com- 
pany in  Japan  sells  at  60  to  70  times. 
Of  course,  if  there's  a  foreign  compa- 
ny equal  to  and  cheaper  than  an 
American  one,  we'll  buy  it.  In  time, 
globalization  of  values  will  follow 
globalization  of  industry. 

If  you  had  $10,000  ten  years  ago  and 
invested  in  different  stocks  and  rein- 
vested the  dividends,  do  you  know 
what  you'd  have  now?  Remember,  in 
that  time  we've  had  two  recessions, 
one  mild  in  1979-80  and  one  more 
severe  in  1981-82.  We've  had  double- 
digit  inflation  and  the  prime  rate  over 
20%.  If  you'd  put  it  in  Loews  Corp., 
you'd  have  $170,000,  for  a  32.8% 
compounded  annual  rate  of  return;  in 
Anheuser-Busch,  vou'd  have 

$133,000,    for    29  dlip    Moms, 

$82,000,  for  23%;  Merck,  $76,000.  tor 
22.5%;  Coca-Cola,  $49,000,  tor 
17.4%.  Meanwhile,  in  the  S&P  500, 
you'd  have  $41,000,  or  I  ,  and  in 
T  bills,  just  S?S.OOO,  or  9.6 

So,  in  that  turbulent  period,  you 
had  a  variety  ot  means  to  achieve  good 
rates  of  return  It  jrou  keep  your  mon- 
ey   in    short-terms    oi    intermediate 
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bonds,  you'd  make  good  returns.  But 
if  you  buy  stocks,  you  make  even  bet- 
ter returns.  And  these  stock  values 
were  supported  by  earnings  growth; 
that  is,  their  multiples  didn't  move  up 
that  much.  Over  the  next  decade 
you'll  see  similar  performance. 

J.  Morton  Davis,  59,  b  chairman  of  New 
Yorh  investment  Ixmk  nil  Blair.  Marty 

Dans  /mis  made  a  lot  o)  his  money ptob- 

ing  speculative  stocks  But  now  he's  rec- 
ommending some  fairly  large-cap  stocks 
as  well 

I  believe  in  common  stocks.  That's 
where  I've  made  my  money,  and 
that's  where  I'm  going  to  lose  it.  I 
don't  know  anybody  who's  been  able 
to  predict  what's  going  to  happen  a 
year  from  now,  or  even  an  hour  from 
now.  I  have  to  just  go  by  what  I  do  all 
the  time,  and  that  is,  buy  things  that  I 
think  have  a  value  that  will  be  real- 
ized. There's  no  other  secret.  That's 
what  every  other  successful  guy  has 
done.  Inevitably,  true  values  seem  to 
get  realized  in  the  markrt 

Last  year,  when  everybody  was  op- 
timistic and  bullish,  that  was  not  the 
time  to  be  a  buyer.  Now,  everybody 
says  it  doesn't  look  cheap,  but  the 
skeptic  rarely  sees  the  opportunities 
that  are  there.  It's  amazing  that  the 
market  doesn't  explode,  because 
there  are  a  lot  more  companies  being 
taken  private  than  there  are  public 


offerings.  Foreign  buyers  are  coming 
in  to  buy  American  companies.  And 
then  a  guy  like  Paul  Bilzerian  buys 
Singer,  and  everybody  thinks  he's 
overpaid,  and  now  he's  sold  three- 
quarters  of  the  company  for  more 
than  he  paid  for  the  whole,  and  he 
still  has  a  big  reward  after  interest 
and  other  costs. 

Many  public  companies  are  selling 
at  very  low  prices  relative  to  what  has 
developed  recently  into  private  mar- 
ket value.  Look  at  Mead  Corp.  Its  in- 
formation division  shows  exciting 
growth  away  from  the  paper  and  wood 
business.  It's  dramatically  cheap  at 
ten  times  earnings.  Also,  McGraw- 
Hill  and  Gulf  &  Western,  which  own 
such  valuable  publishing  outfits.  And 
some  of  the  life  insurance  companies 
that  have  been  neglected  for  years 
seem  to  be  cheap,  like  USLIFE.  Farm- 
ers Group,  Inc.,  for  example,  was  val- 
ued at  75%  higher  after  the  merger 
agreement  with  B.A.T  Industries  than 
before  it  went  into  play. 

If  you  want  to  be  fairly  cautious,  I'd 
say  put  half  your  money  in  something 
where  nothing  is  going  to  go  wrong, 
U.S.  Treasurys  or  the  equivalent,  and 
the  rest  into  intelligent  stock  deci 
sions.  Either  good  values  that  look 
cheap,  like  ones  I've  mentioned,  or 
young  companies  with  good  growth 
prospects.  Personally,  about  30%  of 
my  portfolio  is  in  safety,  20-  and  30- 
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"Hotels  set  aside 
ntire  floors  as  sanctuaries 
for  business  travelers? 


LM  stretched 
upper-deck  747. 


The  idea  of  address- 
ing the  special 
needs  of  business 
travelers  is  nothing 
new  at  KLM.  After  all, 
'e  invented  Business  Class  over  a  decade  ago. 

But  weve  since  taken  the  idea  several  steps— and 
ne  entire  floor— further.  Because  in  the  stretched 
pper  deck  above  the  main  cabin  of  KLM  747  s,  there's 
<  special  enclave  created  just  for  business  fliers. 

A  cabin  where  you'll  find  that  irreplaceable  asset 
!  Uled  privacy.  Privacy  to  work,  think,  relax,  and  enjoy 


the  service  of  flight  attendants  trained  in  the  care 
and  feeding  of  business  people. 

Which  creates  the  sort  of  climate  unavailable 
in  such  earthbound  locations  as  the  office,  with  its 
ringing  phones  and  endless  meetings. 

And  unlike  hotels,  our  sanctuaries  can  take  you 
to  over  135  cities  worldwide. 

For  more  information,  just  call  your  travel  agent 
or  KLM  Royal  Dutch  Airlines.The  airline      + 
of  the  seasoned  traveler.  ^2S? 

The  Reliable  Airline  KLM 

Royal  Dutch  Airlines 


J^ow;  almost  any 
company  can  afford  an  800 
number.  Aclassic  example 
of  howAT&T  turns  whiz-bang 
technology  into  something 
vital  for  business." 


—Bill  Lcxkhart,  AT&T  Marketing  Division  Manager 


W1988AT&I 
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£{TT  t's  great  having  a  bunch  of  geniuses  coming 
up  with  the  latest  technology,  and  AT&T  has 
always  been  on  the  leading  edge  of  that 
What's  more  important,  though,  is  finding  a  way  to 
nake  that  technology  work  for  our  customers. 

AT&T  800  READYLINE®  is  a  good  example 
rfthat. 

Several  years  ago,  we  figured  out  a  way  to  make 
nbound  800  number  calling  affordable  for  everyone, 
lot  just  big  companies.  800  READYLINE  is  inexpen- 
sive to  install.  It  operates  on  your  existing  phone  line 
X)  you  don't  need  any  special  lines  or  equipment.  It's 
ilso  economical  to  use.  You  only  pay 
"or  the  distance  and  duration  of  each 
rail  you  get. 

With  AT&T  800  READYLINE.you 
:an  also  control  the  size  and  location 
)f  the  market  you  want  to  reach.  You 
ran  start  out  small,  then  add  coverage 
iy  area  code  or  individual  states,  or 
>ven  the  entire  country 

And  now  we've  added  something 
lew. 

Our  Call  Data  Executive  Sum- 
nary  Report  byArea  Code  lets  you 
inderstand  calling  patterns,  like 
vhere  the  calls  are  coming  from,what 
ime  of  day  they  came  in  and  how  long 
hey  were.This  can  help  you  fine-tune  your  market- 
ng  strategy  according  to  where  your  business  is 
:oming  from. 

And  you  don't  have  to  be  a  big  company  to  get 
11  this. 

You  can  have  AT&T  800  READYLINE  right  now 
ust  call  us  up  and  say  you  want  it.  It  can  be  done 
vithout  an  on-site  service  call. 

Try  it  now.  Call  our  800  number." 

For  information  about  getting  your  800  number, 
all  our  800  number:  1 800  222-0400. 


AT&T 

The  right  choice. 


MEXICO  CITY,  ENCHANTING 
AND  DIFFERENT 


Mexico's  pre-Hispanic 

splendor.  Colonial  charm, 
and    Independent-era 
contemporary  life-style 
are  yours  to  enjoy  in  all 
the  comfort  and  safety 
of  a  5 -Star  Deluxe  hotel. 

Hotel  Nikko  Mexico  is  located  in 
Polanco,  the  city's  new  business 
district,  and  faces  lovely  Cbapultepec 
Park  where  you  can  visit  seven 
museum,  including  our  world  renowned 
Museum  of  Anthropology,  a   real  castle. 
lakes,  botanical  gardens,  the  zoo,  and 
much  more.  You  will  also  find  great 
bargains  in  the  art  galleries,  antique 
shops,  and  boutiques  nearby. 

•  750  luxurious  rooms,  including  21 
suites. 


ndid  restaurants 

ng  French, 
nese,  International, 
Mexican  specialties, 
plete  Fitness 
ter  with  lighted 
tennis  courts,  indoor 
pool,  jogging  track,  sauna,  Jacuzzi,  steam 
bath,  and  more. 

•  Complete  Business  Center  with 
telex-,  fax-,  photocopying-,  and 
secretarial-services;  plus  the 
availability  of  computers 
(PC  compatibles). 

For  business  or  pleasure.  Hotel  Nikko 
Mexico  offers  you  the  enchanting 
difference  of  Mexico,  friendliness  and 
sincere-  smiles. 


Frame  your  boi  moments  at.. 


hotel  nikko  mexico 


Campos  Eliseos  204,  Oil    Polanco,  IIViO  Mexicu  <  irj 

Telephoni  1800  and  203  K>20 

Reservations    U.S.A   and  Canada    L-800-NIKKO-US  (645-5687) 

Computer  access  PARS  NK  14532,  SABRE  NK  14532,  APOLLO  NK  26222 

Reservations  foi  Nikko  Honls  Imtematiomal: United  Kingdom   0-800-28-2502 

Hong  Kong:  5-23-4318    Tokyo  05-281-4321  ■Osaka   06-271-4321 

in  an)  urine   <>!  /.//></);    hi  I  mi  ^  A  Loews  Representation 


PORTRAIT 

GREAT  AMERICAN 

INVESTOR 

Tzetzi  Ganev  came  from  Italy  15 
years  ago.  Today  she  believes  in  Amer- 
ica. She  buys  U.S.  Savings  Bonds.  Bonds 
pay  competitive  rates.  To  find  out  more, 
or  to  buy  Bonds,  call  1  -800-USBONDS. 


U.S.  SAVINGS  BONDS 


THE  GRE  AT  AMERICAN  INVESTMENT 


Bonds  held  less  than  five  years  eom  o  lower  rate. 
A  public  service  of  this  publication. 


.VSK 


year  bonds.  The  other  70%  is  in  equi- 
ties. Half  of  that  is  in  well-known 
companies  and  the  rest  in  young,  ag- 
gressive ones  like  Management  Tech- 
nologies (banking  software  and  com- 
puters) and  Trimedyne  (laser  cathe- 
ters for  heart  surgery).  The  population 
is  aging,  so  health  care  is  a  growth 
area  no  matter  what  happens  to  the 
country  or  the  economy. 

And  finally,  we  talked  to  Allen  &  Co.'s 
legendary  Charles  Allen  Jr.,  85.  The 
dean  of  Wall  Street  players  offered  no 
stock  tips  and  refused  to  have  his  picture 
taken.  But  he  did  give  us  some  very  sound 
investment  advice: 

I've  been  on  Wall  Street  for  60 
years.  There's  no  formula.  I  mean,  if 
you  have  profits,  you're  right,  but  if 
you  don't  take  them  before  they  go 
down,  you're  wrong.  Of  course,  most 
investors  don't  get  opportunities  like 
I've  seen.  And  some  may  have  access 

"  There's  no  formula" 
says  legendary  Charles 
Allen  Jr.  "I  just  keep  an 
open  mind." 

to  them,  but  they  wouldn't  do  them. 
They  are  people  just  as  smart  or 
smarter  than  we  are,  but  their  objec- 
tives might  be  different,  more  conser- 
vative. We  want  to  do  things  that  will 
create  employment  and  things  of  that 
sort.  I  just  keep  an  open  mind.  We 
don't  restrict  ourselves.  We'll  look  at 
anything. 

You'll  get  a  lot  of  safety  in  stocks  if 
you  don't  lose  your  head.  If  you're  not 
just  speculating  and  you  can  stay  with 
them,  you'll  come  out  ahead.  I  like  all 
the  New  York  bank  stocks  and  most 
utilities.  They're  sound,  and  as  times 
turn,  they'll  be  real  beneficiaries,  and 
you  can  buy  or  sell  them  in  volume. 
Utilities  have  been  hurt  by  this  fear  of] 
nuclear  reactors,  which  will  be 
cleared  away  in  time,  and  they'll  get 
their  due. 

A  lot  of  the  big  things  are  beings 
done  off  the  stock  exchange  these! 
days.  With  all  these  different  pro- 
grams and  indexes  and  options  andl 
everything,  why,  investors  don'ti 
need  to  trade  in  stocks.  That  reallyj 
slows  down  the  market.  As  time 
goes  on,  the  market  will  improve) 
even  with  these  things,  but  remem- 
ber: You  have  an  election  coming  up, 
and  that  slows  everything  down,  too.  i 
Now  is  a  good  time  just  to  sit  tight  i 
until  after  the  election,  and  you  may 
get  a  new  view  of  things.  No  mattei 
who  comes  in  as  President,  I  think  I 
we'll  go  right  back  to  being  a  con- 1 
structive  nation.  ■ 
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:  ULTIMATE  GUIDANCE  SYSTEM 
FOR  PERSONAL  INVESTING. 


CompuServe  lets  you  fly  with 
lie  top  guns  of  investment 

CompuServe's  combination  of  the 
est  iriformation  and  decision  support 
vailable  can  help  you  make  better 
nancial  decisions. 

3s  not  what  you  know,  its 
'hen  you  know  it 

CompuServe  takes  you  straight 
| » the  facts  on  stocks,  mutual  funds, 
otions,  and  other  securities,  no 
latter  how  turbulent  market  con- 
itions  become. 

You  can  act  on  current  market 
langes  minutes  after  they  happen 
nd  check  out  tips  as  well  as  your 
vn  hunches. 


Save  time,  make  money. 

Search  up  to  12  years  of  historical 
data,  current  facts  and  trends,  plus 
professional  forecasts  on  thousands 
of  companies.  And  measure  your 
research  time  in  seconds  rattier 
than  hours. 

We  also  provide  easy-to-use  graph- 
ing programs  and  downloading  inter- 
faces that  allowyour  spreadsheet  or 
other  software  to  use  our  data 

Ybure  never  alone. 

CompuServe  keeps  you  up  on 
business  news  and  information  as  it 
happens  so  you  can  follow  events 
that  affect  your  investments. 

Our  financial  forums  let  you  talk 


shop  with  other  investors,  from  the 
novice  to  the  most  experienced 

And  when  you  decide  to  act,  online 
discount  brokers  are  standing  by  ready 
to  take  your  order  24  hours  a  day  Right 
from  your  terminal, 

Get  ready  for  take-off  today. 

All  you  need  to  access  CompuServe 
is  a  modem  and  just  about  any  personal 
computer.  To  order  direct,  or  for  more 
fiee  information,  call  1 800  84&8199.  In 
Ohio  and  Canada,  call  1 614  457-0802. 

CompuServe 

Information  Services,  PO.  Box  20212 

5000  Arlington  Centre  Blvd.,  Columbus,  OH  43220 

An  H&R  Block  Company 


Changes  in  law  over  the  last  two  decades 
have  added  divorce  to  the  list  of  big  for- 
tunes' natural  enemies.  The  situation — 
financially  as  well  as  emotionally — can  be 
scary  but  need  not  be  hopeless. 

Breaking  up  is 
complex  to  do 


By  Erie  Schmockler 


I     \ 


T|  he  evolution  of  divorce  law 
over  the  last  couple  of  decades 
has  raised  the  stakes  dramatical- 
ly, to  the  point  where  divorce  has 
joined  death,  taxes  and  spendthrift 
heirs  as  a  natural  enemy  of  great 
wealth.  When  television  writer/pro- 
ducer Norman  (All  in  the  Family)  Lear 
split  from  his  wife,  Frances,  in  1985, 
his  reported  $112  million  divorce  set- 
tlement eliminated  him  from  The 
Forbes  Four  Hundred.  Star  Wars  cre- 
ator George  Lucas'  1983  divorce  set- 
tlement, said  to  be  in  the  neighbor- 
hood of  $50  million,  likewise  caused 
him  to  fall  from  the  list. 

Not  that  divorce  is  necessarily  fatal 
to  fortunes.  Of  this  year's  Forbes  Four 
Hundred,  115  members  have  divorced 
and  lived  to  tell  the  tale.  This  in- 
cludes 28  divorced  more  than  once, 
confirming  Samuel  Johnson's  belief 
that  second  marriages  are  the  triumph 
of  hope  over  experience.  Four  individ- 
uals among  The  Four  Hundred — Mark 
Goodson,  Max  Palevsky,  Don  Reyn- 
olds and  Anne  Burnett  Marion — are 
thrice  divorced,  and  the  third  divorce 
of  near-billionaire  Jack  Kent  Cooke  is 
pending.  Billionaire  Edgar  Bronfman 
is  said  to  be  embarking  on  his  fourth 
divorce,  from  a  woman  he  has  di- 
vorced once  already. 

But  if  divorce  is  rarely  fatal  to  a 
great  fortune,  the  process  has  grown 
unbelievably  complex  and  expensive. 
Leading  divorce  lawyers  charge  $400 
an  hour,  and  with  appraisals,  surveil- 
lance and  the  like,  the  tab  to  carve  a 
good-size  fortune  into  two  moderate- 
ly good-size  fortunes  can  run  into  the 
millions.  Divorce  law  sources  say  the 
current  Sid  and  Anne  Bass  divorce 
case  could  cost  as  much  as  $10  mil- 
lion in  legal  fees  and  other  services. 

One  result  of  the  divorce  revolution 
of  the  1970s  (Forbes,  Feb  19,  1979)  is 
that  alimony  and  support  payments 
gave  way  to  settlements  based  on  di- 
viding the  marital  estate.  Nine  states, 
including  California  and  Texas,  have 
community  property  laws,  requiring 
an  equal  division  of  the  estate.  The 
other  41  states  practice  equitable  dis- 
tribution. This  splits  up  the  estate 
"equitably" — not  necessarily  "equal- 
ly." In  other  words,  the  judge  has  wide 
discretion  over  what's  equitable. 

The  rub  in  all  states  comes,  of 
course,  in  determining  what  property 
belongs  in  the  marital  estate.  Even  in 
community  property  states,  assets 
held  by  a  spouse  before  marriage  are 
considered  separate  property,  not  sub- 
ject to  being  split  up. 

But  the  very  rich  usually  get  that 
way  because  their  businesses  and  oth- 
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Dependability: 


'rofile  in  quality  #9.  For  the  8th  year  in  a  row  owners  of  Ford  Motor  Company  cars  and  trucks 
ave  reported  fewer  problems,  on  average,  than  owners  of  any  other  vehicles  designed  and  built  in 
hrth  America*  And  this  dependability  is  backed  by  Ford  with  a  6 year/60, 000  mile powertrain 
warranty  on  all  Lincoln,  Mercury  and  Ford  cars  and  light  trucks*  * 


FORD 


MERCURY 


LINCOLN 
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One  more  reas< 

Ford  Motor  Company 

has  designed  and  built 

the  highest  quality 

American  cars  and  trucks 

for  8  years  running. 


UOFCt 


Quality  is  Job  1. 

FORD  •  LINCOLN  •  MERCURY   •  FORD  TRUCKS  •  FORD  TRACTORS 

Based  on  an  average  of  owner-reported  problems  in  a  series  of  surveys  of  81 -'88  models  designed  and  built  in  North  America. 
'  test  fictions  and  deductible  apply.  Ask  your  dealer  for  a  copy  of  this  limited  warranty.  Buckle  up— Together  we  can  save  lives. 
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While  the  other  newsmagazines  are  latest  in  health,  electronics  and 

chasing  the  stars,  U.S.News  pursues  travel,  U.S.News  gives  you  more  of 

subjects  that  are  more  down  to  earth,  the  news  you  can  use.  To  place  your 
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er  assets  appreciate  and/or  throw  off 
heavy  income.  Here's  where  things 
get  tricky.  If  the  propertied  spouse 
actively  manages  an  asset,  then  the 
asset's  runup  in  value  may  be  "trans- 
muted" into  marital  property,  on  the 
theory  that  the  energies  of  both 
spouses  went  into  the  appreciation. 

It  is  to  minimize  transmutation 
possibilities  that  Peter  Bronstein,  a 
leading  New  York  divorce  lawyer, 
strongly  advises  his  clients  to  hire 
outside  managers  for  the  money  they 
bring  to  a  marriage.  He  tells  the  prop- 
ertied spouse  to  set  things  up  sepa- 
rately before  they  get  married. 
(Wealthy  people,  he  says,  usually  con- 
sult their  lawyers  before  they  marry.) 

"The  best  investment  adviser  in  the 
world  costs  only  1%  of  assets  annual- 
ly," says  Bronstein.  "But  the  more 
actively  you  manage  your  own  mon- 
ey, the  more  the  appreciation  of  the 
portfolio  can  be  considered  marital 
property,  and  you  could  end  up  paying 
a  50%  'advisory  fee'  in  a  divorce." 
Bronstein,  whose  clients  have  includ- 
ed chicken  king  Frank  Perdue  and 
builder  Lewis  Rudin,  notes  ruefully 
that  self-made  centimillionaires  have 
trouble  letting  go  those  reins. 

The  high-stakes  shootout  between 
Sid  and  Anne  Bass  now  unfolding  in 
Fort  Worth  aims  to  determine  what's 
marital  and  what's  separate.  The  Bass 
brothers  started  with  a  grubstake  of 
probably  under  $100  million  from 
their  father.  Sid  began  to  manage  it  in 
1968  at  age  25,  and  helped  build  it 
into  a  $4  billion  fortune.  Sid  and  Anne 
married  in  1965,  so  she  was  around  for 
all  of  the  runup. 

Family  adviser  Richard  Rainwater 
actually  hatched  many  of  the  Bass 
schemes,  but  Sid  was  hardly  a  passive 
investor.  So  the  divorce  proceedings 
entail  unraveling  two  decades  of  Bass 
investments  and  raids.  What  money 
went  into  which  deal?  How  much  was 
Sid  involved?  Were  marital  assets 
used  as  collateral  for  loans  in  a  sepa- 
rate deal?  No  wonder  the  tab  for  legal 
and  other  fees  could  approach  $10 
million.  When  the  dust  settles,  it's  a 
good  bet  that  billionaire  Sid  won't 
have  to  give  up  half  his  pile.  But  it's 
also  likely  that  Anne  will  become  the 
first  person  on  The  Four  Hundred  to 
make  her  fortune  by  divorce. 

Especially  in  divorces  where  big 
money  is  involved,  classifying  assets 
as  marital  or  separate  is  just  the  first 
step.  Then  comes  the  difficult  busi- 
ness of  valuation.  Holdings  in  public 
companies  are  easy  to  value,  but  not 
so  with  private  businesses,  real  & 
land,  venture  capital,  stock  opt: 
golden  parachutes,  pension  plans. 

"I  hire  investigative  accountants  to 
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figure  out  a  business'  cash  flow,"  says 
Melvyn  Frumkes,  a  Miami  divorce 
lawyer  who's  handled  several  Four 
Hundred  divorces.  "You  go  through 
income  taxes  and  checkbooks.  You 
subpoena  bank  records— there's  usu- 
ally a  little  puffing  going  on  to  get  a 
loan.  You  look  at  credit  card  records, 
pension  and  insurance  plans,  loan 
agreements,  leases,  deeds,  mortgages, 
trust  documents." 

Only  when  dollar  values  have  been 
placed  upon  all  marital  assets  can  the 
pot  be  divided.  Many  equitable  distri- 
bution states  look  at  a  host  of  factors: 
how  each  spouse  contributed  to  the 
marriage,  including  services  as  a 
homemaker;  each  spouse's  economic 
circumstances;  interruption  of  careers 
or  education;  the  contribution  of  one 
spouse  to  the  career  and  education  of 
the  other;  the  duration  of  the  mar- 
riage; and  so  on.  In  community  prop- 
erty Texas,  appreciation  of  separately 


The  wealthy  are  loath  to 
disclose  their  true  net  worth 
in  a  prenup.  "Rich  guys  all 
keep  that  little  list  of  assets 
and  love  to  look,  at  it,"  says 
lawyer  Raoul  F elder.  "And  it 
hangs  them  eventually, 
because  the  wye  finds  it." 

held  property  is  separate,  yet  a  spouse 
is  entitled  to  reimbursement  for  the 
"time,  talent  and  toil"  involved  in 
that  appreciation. 

It  is  exceedingly  rare  that  judges 
split  marital  estates  down  the  middle. 
"Judges  are  conservative  people,  and 
they  tend  to  favor  the  very  rich,"  ar- 
gues Los  Angeles  divorce  attorney 
Stuart  Walzer.  "(udges  just  feel  that 
$5  million  or  $10  million  should  be 
enough  |for  a  spouse).  There's  power- 
ful pressure  in  that  direction."  Judges, 
moreover,  will  rarely  cut  a  company 
in  half,  fearful  of  killing  it. 

Thus,  Norman  Lear's  $112  million 
settlement  was  exceptional.  He 
founded  his  sitcom  factory  well  into 
his  29-year  marriage  to  Frances,  who 
supposedly  inspired  the  character 
Maude  He  sold  out  in  1985,  netting 
$242  million  in  cash,  so  there  weren't 
many  opportunities  to  play  valuation 
games.  The  case  was,  as  one  insider 
put  it,  "clean  as  a  whistle." 

Most  Four  Hundred  divorces  don't 
end  up  in  court.  Considering  the  ex- 
pense and  exposure  involved,  most 
would  rather  settle  or  resolve  matters 
privately.  Another  limiting  factor  is 
prenuptial  agreements,  which  most 
wealthy  people  insist  on.  These  agree- 
ments usually  prescribe  the  amount 
to  be  paid  in  the  event  of  divorce  and 


are  almost  always  challenged  by  the 
less-moneyed  spouse. 

"Prenups  are  the  name  of  the 
game,"  says  Raoul  Felder,  the  dean  of 
big-money  divorces  (seep.  16).  Felder, 
who  is  said  to  have  represented  vari- 
ous Rockefellers,  Fords,  Mellons  and 
a  Hearst  over  the  years,  says  full  dis- 
closure is  the  key  to  drafting  an  air- 
tight prenup:  "You  must  put  in  your 
net  worth,  and  if  in  doubt,  go  with  the 
higher  figure.  Rich  guys  are  loath  to 
do  this,  even  though  they  all  keep  that 
little  list  of  assets,  and  love  to  look  at 
it.  And  it  hangs  them  eventually,  be- 
cause the  wife  finds  it." 

When  drafting  prenuptials,  Felder 
insists  that  each  side  has  his  and  her 
own  lawyers.  Sometimes  he  video- 
tapes the  signing  session,  asking  the 
less  wealthy  spouse,  "How  do  you  feel 
today?  Have  you  thought  this  over?" 
And,  he  says,  never  pressure  your  in- 
tended into  signing  a  prenup.  Peter 
Bronstein  tells  of  one  client,  whose 
bride  claims  she  was  pushed  into  a 
phone  booth  on  her  way  to  the  cere- 
mony— "in  her  wedding  dress  yet!" — 
and  given  a  prenup  to  sign.  Smiles 
Bronstein:  "We  settled  that  one." 

The  most  important  element  in  a 
prenup  is  fairness,  Bronstein  coun- 
sels. Jack  Kent  Cooke  is  worth  close 
to  a  billion  dollars,  but  his  prenup 
provided  his  latest  wife,  Suzanne 
Martin  Cooke,  31,  with  a  one-time 
payment  of  $100,000  and  $50,000  an- 
nually for  three  years  if  they  divorced 
in  the  first  year.  The  couple  was  bare- 
ly married  a  month  when  the  mar- 
riage broke  up  over  Suzanne's  refusal 
to  abide  by  a  promise  to  get  an  abor- 
tion. Suzanne  had  the  child,  and  is 
now  suing  for  $15  million.  Among 
other  things,  this  shows  the  impor- 
tance of  full  disclosure  in  the  prenup- 
tial contract  (the  abortion  promise 
should  have  been  part  of  the  agree- 
ment), as  well  as  the  necessity  for 
fairness.  Bronstein  says  he  would  nev- 
er let  a  client  sign  an  agreement  that 
appears  to  be  so  one-sided. 

One  of  the  hottest  divorce  products 
now  is  the  postnuptial  agreement. 
Why  would  anyone  already  married 
sign  such  an  agreement?  For  security, 
replies  Bronstein.  "The  less-moneyed 
spouse  may  give  up  potential  assets 
down  the  road  for  control  of  some 
money  right  away,"  he  says. 

"Bombers,"  as  the  most  aggressive 
divorce  lawyers  are  sometimes  called, 
emphasize  that  the  best  time  to  divvy 
up  property  is  when  a  couple  is  still 
together  and  relatively  rational.  Once 
the  shouting  starts  and  the  bombers' 
scorched-earth  tactics  begin,  most  be- 
havior hinges  on  resentment,  hostil- 
ity, envy  and  fear. 
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NAME:  Jerry  J.  Moore 

HOME:  Houston,  Texas 

OCCUPATION:  Largest  Individual  Shopping 

Center  Developer/Owner  in  U.S.A. 
NET  WORTH:  $600-800  Million 
MEMBER:  Forbes  400  '85  -'88 
COLLECTION:  628  Automobiles 

Considered  #1  Collection  in  the  World 
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Speedster 
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Restored  Duesenbergs,  also  38  Collectible 

Ferraris 


WC*  #; 


VI 


The  duPont  Registry,  A  Buyer's  Gallery  of  Fine  Automobiles,  is  a  marketplace  magazine  featuring  hundreds  of  classic, 

luxury,  and  exotic  cars  for  sale.  Published  monthly  with  every  car  presented  in  full  color.  Join  Jerry  J.  Moore  and 
subscribe  todav.  One  year's  subscription  just  $39.95  —  probably  the  best  investment  you'll  make  all  year!  To  subscribe  or 

advertise,  call  V800-233-1731  National,  1-800-262-2886  FL. 
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In  this  regard,  a  postnup  is  often  a 
good  chance  to  renegotiate  a  prcnup. 
"Five  million  dollars  looked  like  a  lot 
of  money  when  you  signed  it  in  '76," 
says  Bronstein,  "but  now  the  co-op 
alone  costs  that  much."  Homes,  fur- 
nishings and  art  are  frequently  div- 
vied up  in  a  postnup.  "The  wife  has 


spent  years  decorating  the  house  and 
building  a  collection.  She  doesn't 
want  to  get  half  the  cash  value;  she 
wants  assurance  she  can  keep  it." 

One  New  York  real  estate  tycoon 
agreed  to  divide  his  portfolio  of  a  doz- 
en buildings  by  giving  four  to  his  wife. 
But  the  settlement  almost  foundered 


when  she  insisted  that  he  manage  the 
buildings  for  her.  With  all  the  compli- 
cations, one  can  sympathize  with,  if 
not  approve  of,  sly  old  billionaire  H.L. 
Hunt's  approach.  The  alleged  biga- 
mist simply  maintained  three  sepa- 
rate families  and  kept  them  secret 
from  one  another.  ■ 


Because  you 

asked  for  it 

Every  year  more  than  one  reader  asks  us  to  identify  in 
one  place  The  Forbes  Four  Hundred  members  who  are 
currently  single.  As  we  went  to  press,  the  54  men  and 

28  women  below  were  widowed,  divorced  or  otherwise 
unattached — which  is  quite  different,  remember,  from 
available  or  looking. 
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Hometown/State 

Age 

1988 
Worth 
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Name 

Hometown/State 

Age 

1988 
Worth 

(Smil) 

Allen,  Paul  Gardner 

Bellevue,  Wash. 

35 

540 

Hunt,  Caroline  Rose 

Dallas,  Tex. 

65 

900 

Ansin,  Edmund  Newton 

North  Miami,  Fla. 

52 

265 

Jacobs,  Richard  E. 

Lakewood,  Ohio 

63 

440 

Avery,  Alice  O'Neill 

West  Los  Angeles,  Calif 

71 

275 

Johnson,  Barbara  Piasecka 

Princeton,  N.J. 

51 

465 

Bass,  Edward  Perry 

Fort  Worth,  Tex. 

43 

750 

Kalmanovitz,  Lydia  Koerner 

Tiburon,  Calif. 

84 

280 

Bren,  Donald  Leroy 

Newport  Beach,  Calif. 

56 

1,850 

Keck,  William  Myron 

Los  Angeles,  Calif. 

46 

245 

Brown,  Harold 

Boston,  Mass. 

63 

500 

Kerkorian,  Kirk 

Beverly  Hills,  Calif 

71 

950 

Busch,  August  Anheuser  |r 

St.  Louis,  Mo. 

89 

1,100 

Koch,  David  Hamilton 

NYC,  N.Y. 

48 

1,100 

Butt,  Charles  C. 

San  Antonio,  Tex. 

50 

260 

Koch,  Frederick  Robinson 

NYC,  N.Y. 

55 

450 

Buttner,  lean  Bernhard 

Westport,  Conn. 

53 

350 

Krehbiel,  John  Hammond  Sr. 

Downers  Grove,  111. 

82 

280 

Chambers,  Anne  Cox 

Atlanta,  Ca. 

68 

2,250 

Kroc,  Joan  Beverly 

La  Jolla,  Calif. 

60 

745 

Colin,  Seymour 

NYC,  N.Y. 

77 

450 

Lauder,  Estee 

NYC,  N.Y. 

80 

450 

Collier,  Miles  Carnes 

Naples,  Fla. 

41 

450 

Magness,  Bob  John 

Denver,  Colo. 

64 

435 

Conover,  Catherine  Mellon 

Washington,  DC. 

52 

225 

Marriott,  Alice  Sheets 

Washington,  D.C. 

81 

245 

Cook,  |ane  Bancroft 

Cohasset,  Mass. 

76 

590 

Marshall,  Barbara  Hall 

Kansas  City,  Mo. 

65 

285 

Copley,  Helen  Kinney 

La  Jolla,  Calif. 

65 

750 

May,  Cordelia  Scaife 

Ligomer,  Pa. 

60 

450 

Coulter,  Wallace  Henry 

Hialeah,  Fla. 

71 

500 

McCaw,  Bruce  R. 

Seattle,  Wash. 

42 

260 

Cox,  Edwin  Lochridge  Sr. 

Dallas,  Tex. 

66 

350 

McEvoy,  Nan  Tucker 

San  Francisco,  Calif. 

69 

350 

Crain,  Gertrude  Rai.isay 

Chicago,  III. 

77 

300 

Meyer,  August  Christopher 

Champaign,  111. 

87 

375 

Davidson,  William  Morse 

Bloomfield  Hills,  Mich. 

66 

500 

Morgan,  Frank  Sherman 

Kansas  City,  Mo. 

61 

300 

DeBartolo,  Edward  lnhn 

Yuungstown,  Ohio 

70 

1,400 

Murdock,  David  Howard 

Bel  Air,  Calif. 

65 

900 

du  Pont,  Helena  Allaire  Crozer 

Chesapeake  City,  Md. 

75 

260 

Packard,  David 

Los  Altos  Hills,  Calif. 

76 

2,000 

Duchossois,  Richard  Louis 

Bamngton  Hills,  111 

67 

325 

Paley,  William  S. 

NYC,  N.Y. 

87 

440 

Duke,  Don-. 

Somerville,  N.J. 

75 

800 

Paulson,  Allen  Eugene 

Savannah,  Ga. 

66 

375 

Durst,  Seymour  B. 

■.             \    N 

75 

340 

Perenchio,  Andrew  Jerrold 

Bel  Air,  Calif 

57 

390 

Ellison,  Lawrence  |. 

Atherton,  Calit 

44 

330 

Reynolds,  Donald  Worthington 

Las  Vegas,  Nev. 

82 

1,000 

Engelhard,  lane  B. 

Far  Hills,  N.J. 

70 

350 

Rosenberg,  Ruth  Blaustein 

Baltimore,  Md. 

89 

225 

Evans,  James  Emmett 

Dade  City,  Fla. 

88 

400 

Rudin,  Jack 

NYC,  N.Y. 

64 

700 

Forbes,  Malcolm  Stevenson 

Far  Hills,  N.J. 

69 

|p208| 

Rudin,  Lewis 

NYC,  N.Y. 

61 

700 

Freeman,  Mansfield 

Greensboro,  Vt. 

93 

240 

Sharp,  Peter  Jay 

NYC,  N.Y. 

58 

300 

Gates,  William  Henry  111 

Seattle,  Wash 

32 

!    hill 

Smart,  Richard  Palmer  Kaleioku 

Honolulu,  Hawaii 

75 

300 

Geffen,  David 

Mahhu,  Calit 

45 

240 

Smith,  Vivian  Leatherberry 

Houston,  Tex. 

80 

400 

Goldman,  Lillian 

NYC,  N.Y. 

66 

400 

Sulzberger,  Iphigene  Ochs 

NYC,  N.Y. 

96 

225 

Goodson,  Mark  Les 

NYC,  NY. 

73 

375 

Taper,  Sydney  Mark 

Los  Angeles,  Calif. 

87 

325 

Graham,  Katharine 

'■■  n,  D.C. 

71 

600 

Tyson,  Barbara 

Fayetteville,  Ark. 

39 

265 

Green,  Dorothy 

Beverly  Hills.  Calit 

80 

240 

Uehschi,  Albert  Lee 

Greenwich,  Conn. 

71 

300 

Griffin,  Mervyn  Edward 

r!>  Mills,  Calif. 

63 

in. 

Walton,  lames  Lawrence 

Bentonville,  Ark. 

66 

<:o 

Gruss,  Joseph  S. 

NYt    N   i 

85 

420 

Wexner,  Leslie  Herbert 

Columbus,  Ohio 

51 

1,000 

Haas,  Fritz  Otto 

Amblo 

72 

370 

Whitney,  Betsey  Roosevelt 

Manhasset,  N.Y. 

80 

300 

Hearst,  David  Whitmire  |r. 

Los  Ai 

44 

370 

Woodner,  Ian 

NYC,  NY. 

s^ 

330 

Hearst,  George  Randolph  |r. 

Los  Angc 

61 

375 

Ziff,  William  Bernard  Jr. 

Manalapan,  Fla. 

57 

1,000 

Hobby,  Oveta  Culp 

Houston 

83 

650 

Zuckerman,  Mortimer  Benjaini: 

NYC,  N.Y. 

51 

250 

166 
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EUROPE'S 
BUSINESS  MAGAZINE 

In  fact,  you  could  call  International  Management  Europe's  only  business  magazine.  Because  all  the  other 
magazines  are  written  with  their  home  markets  in  mind;  they  are  American,  English  or  German  magazines 
that  circulate  'abroad'. 

International  Management  has  no  captive  home  market;  uniquely  it  is  written  for  senior  executives  all  over 
Europe.  It  provides  a  pan-European  perspective  free  from  the  background  noise  of  national  bias. 

With  1992  fast  approaching  that's  important;  and  Europe's  leading  businessmen  know  it. 

International  Management  gives  advertisers  the  opportunity  to  talk  to,  and  influence,  a  concentrated  and 
select  audience  of  senior  European  Executives.  Over  *  218,000  men  and  women  spread  evenly  across 
Europe  who  are  making  the  corporate  decisions  that  matter.  Successful  people  with  high  disposable 
incomes  who  take  the  lead  in  forming  European  opinions  and  views. 

International  Management  is  valued  and  respected  by  its  readership.  Independent  research  confirms  it  as 
a  major  European  business  magazine.  The  European  Businessman  Readership  Survey  records  that 
International  Management  is  read  by  more  businessmen  in  Europe  than,  for  example,  Newsweek, 
Fortune,  The  International  Herald  Tribune,  The  Wall  Street  Journal  Europe,  or  Scientific  American. 

Its  market  is  Europe  and  that  is  where  it  leads.  Rightly. 

For  more  information  on  how  you  can  benefit  by  advertising  in  International  Management,  please  contact 
your  local  International  Management  sales  office. 
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Which  business  and  location  put  more 
people  on  The  Forbes  Four  Hundred  than 
any  other,  and  still  offers  77,079  opportu- 
nities to  get  started? 

Go  Midtown, 
young  man 


by  John  Anderson 


T|  WENTY-SEVEN  MEMBERS  of  The 
Forbes  Four  Hundred  and  8  of 
America's  100  richest  families 
have  their  wealth  rooted  in  New  York 
City  real  estate,  more  than  any  other 
area  in  the  country.  The  total  net 
worth  of  their  holdings  in  and  around 
the  Big  (and  lucrative)  Apple  sur- 
passes $17  billion,  almost  10%  of  the 
combined  wealth  of  all  members  of 
The  Forbes  Four  Hundred. 
Where  are  their  holdings  concen- 


trated? Some  are  far  uptown  or  down- 
town. Some  are  out  in  the  boroughs — 
Brooklyn,  Queens,  Staten  Island  and 
the  Bronx.  But  the  bulk  of  the  hold- 
ings are  in  hundreds  of  commercial 
buildings  in  midtown  Manhattan,  and 
in  apartment  buildings  on  the  Upper 
East  Side.  Included  are  some  of  the 
choicest  morsels  among  the  77,079 
real  estate  parcels  on  the  island  of 
Manhattan. 

The  midtown  Manhattan  map  on 
page  371  shows  most  of  the  Big  Apple 
holdings  of  members  of  The  Forbes 


Four  Hundred.  Among  these  holdings 
are  not  a  few  New  York  City  land- 
marks. Harry  Helmsley  (who  with  his 
wife,  Leona,  is  under  indictment  for 
federal  and  state  income  tax  evasion) 
and  Harry's  longtime,  publicity-shy 
partner,  Larry  Wien,  own  pieces  of 
what  is  perhaps  New  York's  most 
famous  attraction,  the  Empire  State 
Building.  They  bought  the  building 
from  Colonel  Henry  Crown,  the  fa- 
ther of  Chicago  billionaire  Lester 
Crown.  The  you-know-who  family 
still  partly  owns  Rockefeller  Center, 
which  includes  Radio  City  Music 
Hall,  showplace  for  entertainers  from 
Bill  Cosby  to  Frank  Sinatra.  But  the 
Rockefellers  gave  the  public  a  chance 
to  buy  into  this  parcel  when  they 
formed  the  $1.3  billion  Rockefeller 
Center  Properties  real  estate  invest- 
ment trust  three  years  ago  and  took  it 
public  (recent  price,  \9XA  a  share). 

If  you  stay  at  the  posh  Carlyle  Ho- 
tel, your  landlord  will  be  Peter  Sharp. 
If  you  choose  the  Parker  Meridien,  it 
will  be  Jack  Parker.  A  medium-budget 
Doral  suit  you  better?  You'll  be  pay- 
ing your  bill  to  Howard  Kaskel. 

Several  weeks  ago  Donald  Trump 
paid  one  of  the  highest  per-room 
prices  ever  for  a  hotel  property  when 
he  bought  the  Plaza  Hotel  from  the 
Bass  Group.  Trump  Tower,  a  land- 
mark building  primarily  in  the  sense 


150  Businesses  Moved  to 
Northeastern  Indiana  in  18  Months. 

Just  for  the  Climate. 


Give  a  business  the  right  climate  and  watch  it  thrive. 
Plants  grow,  profits  bloom,  and  the  outlook  is  coming  up 
roses.  What  makes  for  such  an  ideal  climate?  A  climate 
whose  warmth  has  attracted  the  likes  of  GM  for  its  high- 
tech  truck  assembly  plant,  Magnavox,  GE,  ITT,  and  many 
smaller  companies? 
An  ideal  location 

For  starters,  you  have  to  be  in  the  right  place,  an 
area  with  a  market  of  82  million  people  who  live  within  a 
radius  of  500  miles  of  Northeastern  Indiana  —  that's  about 
one-third  of  the  U.S.  population. 

And  the  right  people 

People  who  really  want  to  work,  are  proud  of  their 
work,  and  come  to  work  because  the  work  ethic  in  this  part 
of  the  country  is  legendary  —  absenteeism  is  among  the 
very  lowest  in  the  country  —  less  than  4%  —  and  so  is  job 
turnover.  And,  of  course,  the  one  thing  you  can't  put  a 
number  on  is  our  famous  Hoosier  enthusiasm. 

Plus  financial  incentives 

Our  region's  program  of  tax  relief,  tax  credits  and  tax 
abatements,  our  model  On-The-Job-Training  program  where 
companies  are  allowed  a  reimbursement  of  up  to  50%  on 


employee  wages,  have  been  cited  by  the  business  press  of 
the  nation  as  the  major  reasons  why  "Northeastern  Indiana 
is  a  hot  spot  for  industry"*  and  a  pro-business  environment 
from  the  word  "go. " 
It's  your  move 

To  find  out  why  the  National  Alliance  of  Business 
gave  us  its  1985  Distinguished  Performance  Award  for  in- 
novative economic  development  and  employment  programs, 
just  call  Mr.  Lincoln  Schrock,  Director,  Indiana  Northeast 
Development  at  (219)  426-7649. 

Or  send  in  this  coupon  today. 


Yes!  I'd  like  to  move  to  a  warmer  business  climate. 

Send  me  your  free  package  of  literature. 

Clip  and  mail  this  coupon  to:  Mr.  Lincoln  Schrock,  Director,  Indiana 
Northeast  Development,  P.  O.  Box  11099,  Fort  Wayne,  IN  46855. 

Name 


I 


Company- 
Address— 
City 


State/Zip. 
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Northeastern  Indiana. 

The  Climate  Is  Right. 
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Nature's  filters  last  a  lifetime.  So  do  ours. 


Glass  filters   from  Schott  can  be 
used  ad  infinitum.  Shown  here     , 
is  an  enlarged  photo  of  a  j£ 
6.6  cm  (2.6  in.)  glass  filter  JF' 
with  3,419,460  pores.         jf 


The  Right  whale  filters 
food  from  the  water 
through  its  baleen  -  a 
series  of  up  to  400  fringed 
whalebone  plates. 


> 


The  contrast  between  the  Right 
whale's  size  and  its  prey  is  quite 
amazing,  for  this  species  feeds 
on  tiny  crustaceans.  Obviously 
this  giant  would  have  a  hard 
life  if  it  had  to  snatch  them  a  few 
at  a  time. 

But  nature  has  equipped 
the  whale  with  a  sophisticated 
filter  system.  As  it  glides  through 
a  school  of  krill.  it  simply  takes  in 
a  mouthful,  closes  its  jaws  and 
expels  the  water.  The  quantity  of 
small  creatures  trapped  in  the 
baleen  make;        e.cent  meal. 

Of   coui.       this   system 

serves  the  whai<       ,    >  lifetime. 
With  Schott  glass  filu    ;.  you  can 
count  on  the  same  longevity. 
They're    made    of    fine 


ground  glass  pressed  to  form 
sintered  filter  discs.  The  size  of 
each  pore  can  be  standardized 
to  suit  any  specific  application: 
from  100  urn  for  filtering  gas  to 
1.6  urn  for  filtering  out  bacteria. 
What's  more,  they  are  fully 
resistant  to  corrosive  chemicals. 
Schott  glass  filters  are  con- 
sistently reliable  and  never  wear 
out. 

Taking    our    cue    from 

nature,  we  were  the  first  to  create 
the  long-life  glass  filter. 

Glass  filters  are  only  one 

example  of  how  Schott's  inno- 
vative development  responds 
to  specific  needs.  In  today's 
world,  special  glass  helps  keep 
technology  advancing. 


Schott  worldwide:  50.00C 

products,  40  production  facil 
ities,  represented  in  more  thar 
100  countries,  with  $1  billion  ir 
sales. 

Schott     in     the     USA 

8  companies  employing  mor« 
than  1,200  people. 

Would  you  like  to  know 

more  about  our  special  glass' 
Write  to  Schott  Corporation 
Department  F11,  3  Odell  Plaza 
Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass 


that  Trump's  name  is  on  it,  rises  just 
around  the  corner.  Throw  in  his  St. 
Moritz  Hotel  and  two  Central  Park 
South  residential  properties  just  west 
of  the  Plaza,  and  Trump  owns  five 
buildings  within  a  four-block  radius. 
Market  value:  over  $1  billion.  Where 
else  but  New  York? 

Outsiders  want  in  and  are  getting 
in.  Dallas  superdeveloper  Trammell 
Crow  joined  the  fray  this  year,  pur- 
chasing J.C.  Penney's  old  New  York 
City  headquarters  with  a  Japanese 
partner.  Then  there's  the  Jack  Kent 
Cooke  building.  Sorry,  we  mean  the 
Chrysler  Building,  just  across  the  av- 
enue from  Grand  Central  Terminal 
and  from  the  Grand  Hyatt.  Trump 
owns  half  of  the  Grand  Hyatt,  and  he 
might  part  with  it  for  $225  million 
or  so. 

Sheldon  Solow  is  another  local  boy 
made  good.  Besides  a  few  residential 
projects,  he  owns  just  one  major 
building.  But  that  building  is  9  West 
57th  Street.  Solow  built  the  1.4-mil- 
lion-square-foot  Avon  Building, 
which  he  now  modestly  calls  the  So- 
low  Building,  with  its  giant  red  "9" 
out  front,  in  1972.  Today  Forbes  esti- 
mates that  the  sloping,  50-story  office 
tower  is  worth  at  least  $500  million. 
Such  is  New  York  real  estate:  A  single 
building  can  catapult  someone  into 
the  rarefied  air  of  The  Forbes  Four 
Hundred. 

Why?  Mostly  because  of  the  stu- 
pendous runup  in  real  estate  values 
after  New  York  emerged  from  its  infa- 
mous fiscal  crisis  of  1975.  In  the  late 
1970s  and  early  1980s,  values  tripled. 
With  typical  leverage,  equity  could  go 
up  tenfold.  Today,  yearly  rent  in  mid- 
town  Manhattan  runs  $35  to  $50  per 
square  foot  for  office  space;  some 
rents  reach  $65  or  more.  Retail  rents 
run  as  high  as  $400  and  $500  a  square 
foot  along  the  best  parts  of  Madison 
Avenue.  Average  office  rents  in  other 
metropolitan  areas  rarely  make  it  past 
$25,  retailers'  rents,  $100. 

But  don't  hope  to  hit  The  Forbes 
Four  Hundred  overnight.  New  York 
property  comes  with  drawbacks  as 
well  as  promise.  Property  taxes,  for 
example,  are  among  the  highest  in  the 
country,  and  really  hit  the  new  owner. 
This  is  because  assessments  are  done 
every  year,  on  a  percentage  of  the  last 
sales  price — so  a  building  owned  be- 
fore the  big  runup  now  has  a  competi- 
tive edge  over  a  building  purchased  at 
today's  prices.  Electricity  rates  are 
also  among  the  highest  in  the  coun- 
try, as  are  service  costs — even  the 
doormen  have  a  union.  And  if  you're 
going  to  build,  remember  that  the  Ma- 
fia has  been  known  to  be  in  the  ce- 
ment   business;    cement    prices    are 
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This  map  of  the  most  ex- 
pensive concentration  of 
real  estate  in  the  country 
shows  over  300  of  the  most 
valuable  Manhattan  prop- 
erties owned  by  members  of 
The  Forbes  Four  Hundred, 
nearly  5%  of  whom  are  New 
York  real  estate  operators. 
Shown  here  are  their  mid- 
town  properties.  Many 
more  are  uptown,  down- 
town and  in  the  boroughs. 


some  60%  higher  than  rates  just  out- 
side the  city.  Meanwhile,  those  sky- 
high  rents  have  been  softening  around 
the  edges  since  late  1983,  and  vacan- 
cies have  edged  up.  It's  a  tough  busi- 
ness, with  no  guarantees. 

These  Forbes  Four  Hundred  men 
(and  one  woman,  Lillian  Goldman, 
the  widow  of  late  billionaire  Sol  Gold- 
man) are  a  strange  mix  of  old  money 
and  new  blood.  When  it  comes  to  real 
estate,  most  of  them  have  one  philos- 
ophy: buy  and  hold.  The  Durst,  Rudin 
and  Fisher  clans  are  in  their  second 
and  third  generations.  Indeed,  keeping 
it  in  the  family  is  a  favorite  strategy. 
More  than  half  the  New  York  land- 
lords on  our  list  owe  their  inclusion  to 
far-sighted  ancestors  who  wondered 
at  the  strange  looming  towers  of  their 
new  home  as  they  arrived  on  the  boat, 
then  plunged  into  cold-water  railroad 


flats  to  scratch  out  a  living.  But  they 
didn't  forget  the  towers.  They,  or  their 
sons,  bought  Manhattan  property  40, 
50,  60  years  ago.  Even  Trump  is  no 
overnight  success.  He  started  in  Man- 
hattan in  the  mid-1970s,  but  his  fa- 
ther, Fred,  built  a  fortune  in  Queens 
and  Brooklyn  apartments,  starting 
shortly  after  World  War  II. 

Time  and  patience,  said  Field  Mar- 
shal Kutuzov,  patience  and  time. 
That's  what  seems  to  get  the  best 
results  in  the  Big  Apple,  whether,  like 
Mortimer  Zuckerman,  you're  putting 
together  a  building  site  on  Columbus 
Circle  in  the  early  Eighties,  or  you're 
looking  for  a  tenant,  as  is  Larry  Silver- 
stein  with  his  new,  largely  empty  7 
World  Trade  Center. 

Kutuzov?  He's  mainly  remembered 
for  defeating  Napoleon  when  the  lat- 
ter invaded  Russia.  ■ 
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SPECIAL  ADVERTISING  SUPPLEMENT 


THE  BEST  OF  EVERYTHIIV 


by  Michael  Alexander 


Americans,  a  show-me.  practical 
people,  have  always  believed 
in  a  simple  formula:  value  for 
money.  Even  our  folklore  has 
the  recurring  theme:  you  get 
what  you  pay  for.  Early  in  life  we  are 
taught  to  do  our  best,  and  we  do  so  with 
the  understanding  that  we'll  reap  the 
rewards  of  receiving  the  best  in  return 
The  best  always  equals  quality  and 
quality  often  implies  the  best  The  inev- 
itable follow-through:  Why  not  go  after 
the  best? 

If  money  talks,  then  quality  speaks — 
softly,  self-confidently,  authoritatively 
Whether  quality  of  materials,  quality  of 
design  and  workmanship,  quality  of  per- 
formance, reliability  or  dependability, 
quality  implies  that  a  product  is  guaran- 
teed to  measure  up  to  its  manufacturer's 
or  vendor's  claims  Succinctly  put:  Good 
things  cost  less  than  bad  ones— they 
always  have,  they  always  will.  Quality 
never  comes  che  lately  costs 

a  lot  less  The  si  substi- 

tute for  quality,"  could  v  :odified 

to  meet  today's  impeirt,  s  no 

substitute  for  the  best 

This  'business  credo   ar 
people  who  make  quality  item; 
vide  quality  services.  By  provici 
with  the  best  they're  capable  ol  | 
ing,  they  salute  our  good  taste  and  c 
capacity  to  choose  between  the  first 
rate  and  the  merely  ordinary. 
Any  retailer  would  confirm  that  top  of 


the  line  merchandise  moves  out  in  a 
steady  flow,  because  customers  know  a 
good  thing  when  they  see  it,  and  cus- 
tomers are  willing  to  pay  the  price. 
Meanwhile  the  lower-end  merchandise 
seems  to  wind  up  in  overstocked  inven- 
tories. Quality  always  sells 

On  these  pages  are  messages  from 
some  purveyors  of  the  best.  They  have 
all  earned  their  reputations  where  it 
counts:  by  furnishing  fourstar  quality 
performance. 

Why  settle  for  less? 

German  Reliability 

Everyone  who  has  ever  flown 
Lufthansa  has  praised  it,  literally, 
to  the  skies  The  internationally 
applauded  carrier  is  famous  for 
its  dependability,  punctuality  and  metic- 
ulous service 

First  class  service  is  what  every  travel- 
er expects:  elegant  ambiance,  superb 
cuisine,  faultless  service,  sleeperette 
seating  that  is  the  last  word  in  comfort 
And  no  traveler  is  short-changed  in 
Business  Class,  either  —  where  there 
are  erganomically  engineered  seats  that 
cradle  the  passenger,  ample  leg  room, 
and  well-prepared  and  eminently  satis- 
fying meals 

Leave  it  to  Lufthansa  to  come  forth 
with  an  inducement  to  passengers,  es- 
pecially frequent  fliers,  that  the  airline 
alls  efc — the  extras  that  count    And 
what's  more  the  etc  program  includes: 
Quality  Guarantees,   which  means  that 


the  passenger  is  compensated  if  Lufj 
ansa  fails  to  keep  its  pledge;  upgrac 
to  first  class  on  some  connecting  flig| 
to  Lufthansa's  U.S.  gateways;  bor 
mileage  benefits  for  individuals  and  tr 
companies;  and  Lufthansa's  Frequ^ 
Traveler  Service  —  preferential  tre 
ment  in  every  way  it  counts. 

Ready  for  a  Corporate  Mileage  Dl 
dend  Plan?  Lufthansa  has  it,  and  it  off( 
mileage  credits  to  the  passengers  cc 
pany  as  well  as  those  he  earns  for 
sonal  use.  These  credits  mount  up| 
travel  awards  —  consider  them  as  bi 
ness  bonuses  —  as  well  as  employ 
incentive  benefits  or  whatever  the  cc 
pany  prefers.  Among  the  awards 
free  tickets  on  Lufthansa  and  free 
upgraded    accommodations    and 
rentals. 

When  you  think  of  Lufthansa,  it's 
three  C's  that  count  —  extra  courtesil 
conveniences  and  comforts. 


Lufthansa  amenities  and  services  in  Busmi 
Class  meet  the  airline's  tested  standards] 
efficiency,  taste  and  comfort 


M 
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Christmas  Bonus. 


Tis  the  season!  What  makes  it  even  more  special  is  the  prospect  of 

a  golden  gift  of  Godiva"  chocolates.  Sumptuous  pleasures  filled  with  distinction 

to  render  season's  greetings  in  the  Belgian  tradition.  Godiva  chocolates  'neath 

the  tree  promise  magical  delight  to  all.  For  a  gift  of  Godiva  chocolates 

is  deemed  by  many  to  be  in  the  true  spirit  of  Christmas  presents. 


GODIVA 

( ' Jhocotntier 


BRUXELLES  •  NEW  YORK  -PARIS 


Godiva  Chocolatier,  701  Fifth  Avenue,  New  York,  New  York  10022 
For  information  about  Godiva  chocolates,  call  800-223-6005 


ADVERTISEMENT 


THE  BEST  OF  EVERYTHING 


THE  TRIUMPHS  OF  CIGARETTE  RACING  TEAM 


Cigarette  Racing  Team,  the  premier 
name  in  blue  water  power  boats, 
continues  to  make  news  and  make 
moves  as  number  one  in  its  field 
during  its  20th  anniversary  year: 

*  Only  last  month,  Cigarette  was  hon- 
ored by  the  U.S.  Department  of  Com- 
merce when  it  was  selected  as  one  of 
only  20  companies  to  participate  in  an 
economic  trade  mission  to  Japan,  head- 
ed by  the  Secretary  of  Commerce.  The 
Commerce  Department  selected  only 
companies  that  have  a  "world  class" 
reputation  for  producing  high-quality 
goods.  Robert  B.  Gowens,  president  of 
the  Miami  Beach-based  Cigarette  Rac- 
ing Team,  personally  attended  the  con- 
ference, "Market  Japan — with  America's 
Best,"  and  returned  with  a  boat  full  of 
ideas  of  how  to  sell  his  classic  power- 
boats to  this  thriving  market. 

*  Cigarette  Racing  Team  added  another 
honor  to  its  long  list  of  awards  and  cita- 
tions when  its  38'  Top  Gun  was  selected 
as  the  Race  Manager's  boat  for  the  1 988 
America's  Cup  competition. 

*  The  35'  Cafe  Racer  will  be  dramatically 
visible  when  the  movie  License  Revoked 
is  soon  released — it  was  selected  as 
James  Bond's  personal  boat. 

*  The  U.S.  Customs  Service  has  select- 
ed Cigarette  Racing  Team  to  build  12 
35'  boats  for  their  crucial  drug  interdic- 
tion program. 

*  Boating  magazine  chose  Cigarette's 
31'  Bullet  as  one  of  the  top  10  boats  in 
the  world  in  1987. 

*  Boating  magazine  also  selected  two  of 
Cigarette's  design  features  as  two  of  the 
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35'  Cafe  Racer* — the  boat  used  in  James  Bond's  new  movie  "License  Revoked: 


top  10  in  the  world. 

•  And  to  cap  it  all,  Boating  recently  se- 
lected Bob  Gowens  as  one  of  the  top  10 
personalities  in  the  boating  world. 

The  Cigarette  story  begins  in  1969, 
when  the  new  Cigarette  Racing  Team 
put  on  the  market  a  36-foot  beauty  that 


dramatically  caught  the  attention  of  tri 
powerboat  racing  world  and  immediata 
ly  put  Cigarette  at  the  top  of  the  clasf 
The  new  hu'l  proved  to  be  an  instc 
winner.  Powerfully  racing  past  its  close^ 
competitors  the  new  hulls  racked  up  n 
major  offshore  victories — an  impressiv 


38'  Top  Gun** 
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recced  that  soon  had  the  powerboat 
world  talking. 

Winning  one  competition  after  anoth- 
er, the  Cigarette  powerboats  were  soon 
winning  friends,  admirers  and,  most  im- 
portant, buyers.  Fast  boats  in  blue  wa- 
ters— the  Cigarette  image  was  solidly 
formed  and  enthusiastically  accepted, 
almost  programmed  from  the  start  to  be 
the  best  of  their  kind.  Once  built,  Ciga- 
rettes, whether  new  or  used,  are  always 
in  operation — they  never  sit  still.  Ciga- 
rette boats  built  almost  20  years  ago  are 
still  functioning  well.  Powerboat  fanciers 
are  more  likely  to  snap  up  a  used  Ciga- 
rette than  anything  produced  by  the 
competition — that's  a  fact,  not  an  idle 
boast. 

The  Cigarette  Racing  Team  just  grew 
and  grew,  producing  hulls  from  sleek 
20-foot  racers  to  the  superfast  38-foot 
performance  boats  that  draw  gasps  of 
admiration  from  blue  water  racing  con- 
noisseurs. 

In  1984,  the  Cigarette  Racing  Team 
entered  a  new  phase  of  its  illustrious 
history  when  Jeffrey  I.  Friedman,  a 
Cleveland,  Ohio  businessman,  develop- 
er and  entrepreneur,  acquired  the  com- 
pany. Friedman  hired  Bob  Gowens,  a 
business  troubleshooter  who  special- 
ized in  helping  international  companies 
transform  their  balance  sheets  from  red 
to  black.  Gowens  soon  put  together  a 
Grade-A  sales  and  marketing  team  and 
had  Cigarette  humming  at  a  pace  never 
seen  before. 

On  the  market  came  the  sleek,  hand- 
some 35-foot  model  called  Cafe  Racer 
which  became  the  talk  of  the  powerboat- 
ing  world  And  then  came  the  much 
improved  38-foot  model  called  Top  Gun, 
with  its  rough-water  hull  that  many  con- 
noisseurs consider  the  best  of  its  kind. 
Sales  went  up,  up,  up  And  Cigarette, 
never  content  to  sit  idle  in  the  water, 
presented  another  beauty— the  31 -foot 
Bullet  which  instantly  became  competi- 
tive with  boats  of  the  same  dimension. 
Cigarette  had  arrived— and  with  a 
mighty  splash— in  the  fast  boat  market 
with  price  tags  of  six  figures. 

Looking  back  as  well  as  forward, 
Friedman  has  this  to  say  about  his  illus- 
trious Cigarette  Racing  Team: 

"Cigarette  is  more  than  a  name, 
and  even  more  than  a  tradition  It's  a 
legend;  and  what  we've  done  is  poiish  it 
up,  rev  it  up,  and  give  it  full  throttle  by 
setting  the  standards  by  which  others 
are  compared. 

"We're    building    an    imcon  ; 
product  for  people  with  an  unci 
mismg  sense  of  quality,  sophisti. 
and  style,  and  we're  doing  it  very, 
successfully." 


The  Alpine  Summit 
of  Penmanship 

hat  do  Henry  Kissinger,  c 
umnist     George     Will, 
prime     ministers     Marga 


Godiva's  new  chocolate  truffles:  sinfully  rich 
and  satisfying.  The  Christmas  selection  has 
something  for  every  palate  and  purse 


Chocolate  Elegance 

Godiva  Chocolatier,  Inc. — some 
call  it  Belgium's  gold  standard — 
is  always  there  with  the  goodies. 
This  year  Godiva  has  a  treat  in 
store:  it  is  introducing  "Truffes  Exquis" — 
exquisite  truffles  will  do  as  an  easy 
translation.  All-chocolate,  it  comes  in  10 
decadently  rich  and  tantalizing  flavors, 
among  them:  hazelnut  praline,  raspber- 
ry, soft  butterscotch  caramel  and  man- 
darin orange  Thomas  Fey,  president  of 
Godiva  Chocolatier,  Inc.  says:  "  'Truffes 
Exquis'  are  designed  to  complement 
Godiva's  existing  'Grandes  Truffes'  col- 
lection, the  generously  sized  truffles  in- 
troduced a  few  years  ago.  As  a  classic 
European  confection,  truffles  have  be- 
come a  very  important  part  of  our  collec- 
tion." 

The  chocolate  truffles  are  strictly  in 
line  with  the  standards  that  founding 
father  Joseph  Draps  laid  down  for  Godi- 
va Chocolates  in  1900.  His  formula — 
rich  chocolate  flavor,  no  artificial  colors 
or  flavors,  and  unparalleled  smoothness 
— is  still  in  operation  today  With  his  re- 
markable eye  for  detail,  Draps  also  set 
the  standard  for  its  elegant,  European 
shell-molded  design  and  distinctive 
packaging.  Today  the  golden  Godiva 
box  is  a  symbol  for  the  ultimate  luxury  in 
the  confectioner's  art,  and  for  the  best  of 
Belgium  offered  to  the  world. 

The  best  of  it  all  not  excluding  the  new 
line  of  chocolate  truffles — is  that  it's  not 
too  soon  to  think  about  for  Christmas 
giving  (and  receiving).  Godiva  has  a 
stocking-  and  tree-full  of  lovely  sugges- 
tions to  make  the  chocolate  fancier 
toothily  celebrate,  including  their  famed 
ballotms. 
But  don  t  forget  the  truffles. 
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Thatcher,  Helmut  Kohl, 
Yasuhiro  Nakasone  have  in  commc 
Easy.  They  have  all  used  the  inimital 
Montblanc  pen  to  write  their  signatui 
on  important  documents.  Even  Jarr 
Bond  has  used  a  special  Montblanc 
foil  his  enemies;  instead  of  ink,  howev 
his  contained  acid. 

Montblanc  produces  the  world's  mi 
luxurious  collection  of  crafted  writing 
struments,  the  ultimate  in  fine  pei 
Montblanc  offers  fountain  pens, 
points,  rollerballs  and  fineline  pencils 
many  distinctive  styles,  superb  finish 
and  price  ranges. 

Montblanc  began  modestly  in  Ha 
burg,  West  Germany,  in  1908,  wher 
banker,  a  stationer  and  an  engine 
combined  to  produce  an  exclusive  foi 
tain  pen.  Two  years  later  the  nat 
Montblanc  was  adopted,  inspired  by  I 
pen  itself — considered  the  pinnacle 
writing  instruments — and  by  M< 
Blanc,  which  has  the  tallest  peak  in 
Alps.  The  white,  rounded  cap  of 
Montblanc  fountain  pen  was  trai 
formed  into  a  six-pointed  star  that  wot 
represent  the  snow-capped  summit 
the  mountain. 

The  ultimate  in  Montblanc  pens,  I 
Meisterstuck,  was  born  in  1924.  Now, 
then,  the  world-renowned  Montbla 
star  is  hand-etched  in  the  14  karat  g< 
nib,  as  is  the  number  481 0  —  the  heic 
of  Mont  Blanc  in  meters. 

The  Meisterstuck  collection  still  I 
ries  its  timeless  design:  a  glossy  bla< 
cigarette-shaped  body  with  gold-plat 
fittings  and  a  rounded  cap  with  the  d 
tmctive  Mont  Blanc  logo.  The  Meist 
stuck  149,  the  largest  pen,  is  luxury 
self;  the  slightly  slimmer  Meisterstuck 
probably  the  most  popular  pen. 


The  Montblanc  Meisterstuck  group,  the  cd 
nerstone  of  the  Montblanc  collection 


It  was  created  by  a  team  of 


engineers  whose  mission  is 


not  to  follow  the  market,  but 


to  lead  the  aviation  world. 


Designed  and  fabricated  to 


a  higher  standard,  it  performs 


at  a  higher  standard.  It  is 


arguably  the  most  precise 


flying  instrument  ever  placed 


in  the  hands  of  civilian  pilots. 


It  is  no  mere  business  jet. 


It  is  the  Falcon  Jet. 


A  higher  standard. 


For  information,  call  Roger  Hazelton, 

Senior  Vice  President  of  Marketing,  at  (201)393-8056. 


IconJet 

Teterboro.  New  Jersey  07608 
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And  if  you  want  to  go  all  out,  Mont- 
bianc  will  sell  you  a  fountain  pen  stand 
trimmed  with  a  gold-plated  brass 
plaque  that  you  can  embellish  with  your 
own  engraving.  And  to  get  at  your  ink 
supply,  there  is  a  lead  crystal  inkwell,  a 
replica  of  an  English  antique  from  the 
reign  of  Queen  Victoria,  complete  with 
hinged  brass  lid. 

Think  ink. 


Turbocharger 

Some  people  are  simply  not  con- 
tent to  rest  on  their  laurels.  Take 
Volvo,  for  example.  Car  buffs 
thought  Volvo  had  ascended  the 
heights  of  engineering  with  its  luxurious 
780,  the  Swedish  car  with  the  Italian 
design.  Not  so.  Volvo  has  now  come  up 
with  the  780  Turbo,  "a  variation  on  a 
theme  of  greatness,"  it  is  proudly 
claimed,  since  the  new  gem  offers  all  the 
original's  qualities  with  an  added,  spe- 
cially modified  turbochargcd  engine  "for 
an  extra  measure  of  unbridled  perfor- 
mance. " 

It's  an  in-line,  2.3  litre,  175-horsepow- 
er  engine,  with  an  air-to-air  intercooler 
and  a  water-cooled  turbo,  a  state-of-the- 
art  power  plant  and  the  latest  in  turbo 
charging  technology. 

Once  again  Volvo  has  teamed  up  with 
Turin's  Carrozzena  Bertone  to  produce 
this  latest  model.  With  the  780  Turbo, 
potential  buyers  can  look  for  the  same 
features  that  marked  its  predecessor, 


among  them:  handcrafted  quality  found 
in  the  signature  birch  burl  accents  in 
the  dash  and  door  panels;  sumptuous 
leather  with  stylistically  matched  tone; 
the  rich  finish  of  the  wood;  heated  and 
adjustable  bucket  seats;  visible  and 
well-positioned  instrumentation  and 
driver  controls;  a  climate  control  system 
that  can  change  the  environment  6.5 
times  per  minute;  the  latest  in  AM/FM 
stereo  equipment;  cruise  control;  a  rear 
window  demister;  and  a  power  moon- 
roof. 

Nuccio  Bertone,  the  grand  master  of 
automobile  styling,  says:  "My  long  expe- 
rience in  the  design  and  manufacturing 
of  high-quality  cars  permits  me  to  say 
that  the  Volvo  780  is  the  best  product 
we've  ever  made." 

And  this  from  the  man  whose  compa- 
ny gave  the  world  such  masterpieces  as 
the  1954  Alfa  Romeo  Giulietta  Spirit,  the 
Ferrari  Dino  308  GT4  and  the  Lamborgh- 
ini Countach. 


Triple  Jets 

The  height  of  luxury  has  to  be  flying 
in  a  well-appointed  jet  that  carries 
a  minimum  of  passengers  yet  pro- 
vides a  maximum  of  ease,  com- 
fort, dependability  and  safety.  In  other 
words,  everything  that  is  offered  by  the 
famed  FalconJet,  especially  its  nifty  Fal- 
con 50  and  Falcon  900.  The  Mercedes 
Benz  of  business  jets,  FalconJet  is 
proudly  calling  attention,  during  this,  its 
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The  Falcon  900  soars  into  the  wild  blue  y 
der,  the  very  model  of  business  jet  tra\ 
ease  and  long-range  dependability  and  i 
ability. 

silver  anniversary  year,  to  the  building 
more  than  1 000  Falcons  for  customer; 
60  countries — corporations,  heads 
state,  government  and  military  organi. 
tions,  private  individuals. 

FalconJet  claims  its  planes  are  i 
best  that  money  can  buy — not  an  i 
modest  claim  when  one  considers  tl 
the  aviation  pros  lavishly  praise  Falcc 
for  flying  qualities  and  cockpit  layf 
and  equipment,  for  aerodynamics  ai 
safety  features,  for  high  reliability  a 
ease  of  maintenance.  In  addition,  bu 
ness  executives  and  the  pros  agree- 
the  Falcon's  excellent  engineering  a 
construction. 

The  two  jets  differ  somewhat  in  t 
the  Falcon  900  is  a  much  larger,  wi<j 
body  aircraft  with  a  longer  range 
900s  4800  statute-mile  range  mes 
that  one  can  practically  fly  their  luxury 
non-stop  from  Minneapolis  to  Paris 
Honolulu,  and  within  range  of  Tokyo.  ( 
the  900  is  also  designed  to  perform  in, 
those  small  airports  that  are  often 
destination  of  busy  executives  and  tf" 
staffs  (the  900  can  carry  12-15  pass 
gers,  the  50  can  seat  9  passengers) 

Falcon  owners  are  Falcon  loyalis 
Almost  70%  of  all  Falcon  sales  are  ma 
to  current  or  previous  Falcon  operate. 
And  try  to  find  a  Falcon  50  in  the  us 
aircraft  market.  They're  as  scarce  as 
proverbial  hen's  teeth.  And  if  a  Falc 
50  does  become  available,  it  will  c 
the  buyer  more  than  the  original  p 
chase  price.  You'll  look  in  vain  for  a  us 
900 — they're  just  too  new  on  the  mar 
for  any  resale 

Customer  loyalty,  credibility,  deper 
ability:  little  wonder  that  with  Falcon, 
things  are  always  looking  up,  up  and  i 
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Volvo  780  Turbo:  A  Swedish-Italian  collaboration  c  'mpeccable  design  and  engineering 


Michael  Alexander  is  a  freelance  writ 
based  in  New  York  who  appreciates  the  be 
of  everything. 


ART. 


STATE  OFTHE  ART. 


The  refined  shape  of  the  Volvo  780  was 
carefully  arrived  at  by  Bertone,  Italy's  leading 
automotive  designer. 

But  since  the  turbocharged  780  was  engi- 
neered in  Sweden,  the  attraction  goes  well 
beyond  sophisticated  looks. 


Consider,  for  example,  the  Multi-link  inde- 
pendent rear  suspension.  Unlike  more  conven- 
tional systems,  Multi-link  allows  each  tire  to 
individually  adjust  to  road  conditions.  So  when 
you  encounter  uneven  road  surfaces  only  one 
tire,  instead  of  four,  is  affected.  The  result  is  a  sus- 
pension system  that  puts  comfort  and  handling 
under  one  roof. 

As  one  would  expect,  a  car  of  the  780s  class 
is  equipped  with  a  drivers -side  Supplemental 
Restraint  System  (SRS).  When  used  in  conjuction 
with  our  three-point  seat  belt,  SRS  is  designed 


to  increase  protection 
to  the  driver  in  certain 
types  of  accidents. 

For  additional 
safety,  the  Volvo  780  is 
equipped  with  anti-lock 
braking  (ABS)  which 
continuously  regulates 
the  distribution  of  braking  power.  Consequently, 
ABS  allows  you  to  brake  with  less  chance  of 
skidding  or  losing  steering  control.  And  that  helps 
take  the  panic  out  of  panic  stops. 

So  see  us  soon  to  test  drive  the  Volvo  780 
personal  luxury  coupe.  It's  an  engineering 
achievement  even  an  artist  can  appreciate. 
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VOLVO 

A  car  you  can  believe  in. 


e  human  body 
wasn't  designed  to  sit 
for  eight  hours. 
We  designed  our  seat 
to  compensate. 

You  won't  just  be  comfortable  in  a  Lufthansa 
seat  during  the  first  hour  of  flight,  you'll  be  com- 
fortable during  the  fifth  and  even  the  eighth. 

Our  new  Business  Class  seat  is  econom- 
ically designed  by  Recaro  (the  people  who 
design  seats  for  high-performance  automobiles). 

It  supports  your  shoulders,  your  lower  back 
and  keeps  your  legs  at  a  perfect  angle. 

All  to  assure  you  that  a  smooth  flight  on  a 
Lufthansa  plane  will  also  be  an  extremely 
comfortable  one. 

People  expect  the  world  off  us. 

O  Lufthansa 

German  Airlines 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United 
Delta  and  USAir.  See  your  Travel  Agent  for  details. 


Personal  Affairs 


An  old  fishing  camp  on  Vancouver  Island, 
handsomely  refurbished,  is  the  place  to  go 
if  you  re  after  big  salmon,  or  some  of  this 
continent's  most  beautiful  scenery. 


"Fish  on!" 


By  Lawrence  Minard 


It's  5:30  a.m.  and  there  I  am  again, 
for  the  third  luckless  morning  in  a 
row,  sleep-deprived  and  huddled  on 
the  wet  aft  seat  of  a  narrow  rowboat, 
line  in  water  and  thumb  on  reel.  Rich- 
ie Enns,  my  guide  and  best  potential 
connection  to  a  big  salmon,  rows  us 


back  and  forth  a  few  hundred  yards  off 
the  dark  shoreline  of  Campbell  River, 
in  Canada's  British  Columbia. 

Enns  and  I  are  part  of  a  flotilla  of 
perhaps  30  similar  boats  rowing  the 
early  morning  slack  tide.  Every  fisher- 
man and  fisherwoman  on  the  water 
has  a  common  goal:  to  catch  a  tyee, 
the  Indian  name  for  a  chinook  or  king 


salmon  (smaller  salmon  are  called  sil- 
vers or  cohos).  By  today's  conven- 
tions, a  salmon  30  pounds  or  larger  is 
a  tyee,  and  catching  one  (and  paying 
C$15)  qualifies  the  fisherman  for 
membership  in  Campbell  River's  ex- 
clusive Tyee  Club  of  British  Colum- 
bia. The  club's  rules  are  strict.  You 
must  catch  your  tyee  on  a  single  hook 
using  a  plug  or  a  spoon — no  live  bait — 
and  without  using  a  motor  to  troll. 
Founded  in  1924,  the  club  currently 
has  about  2,000  registered  members, 
including  70  new  members  this  year. 

By  6  o'clock  the  sun  begins  to  rise 
over  British  Columbia's  stunning 
Coast  Mountains.  All  around  us  big 
fish  roll  and  jump.  Nearby,  the  scream 
of  a  reel  and  outrushing  line  indicates 
that  a  fish  has  struck  and  is  running. 
"Fish  on!"  yells  a  guide,  warning  oth- 
er fishermen  to  reel  up  their  lines  so 
that  his  client's  fish  won't  tangle 
them  and  escape. 

A  few  minutes  later,  my  luck 
changes.  A  fish  strikes  my  spoon  and 
the  top  2  feet  of  my  pole  are  pulled 
into  the  water  before  I  jerk  the  pole 
back  in  an  effort  to  set  the  hook.  Elev- 
en jumps  and  45  minutes  later  (and 
after  much  encouragement  from 
Richie),  a  glittering  silver  tyee  lies 
flopping  in  the  bottom  of  our  boat:  all 
33  Vi  pounds  of  him. 

Suddenly,  there's  no  mystery  at  all 
about  why  people  choose  fishing  over 


Early  morning  rowing  for  tyees  off  Campbell  River,  British  Columbia 

The  Tyee  Club's  rules  are  strict:  single  hooks,  no  live  bait,  land  your  fish  in  your  own  boat 
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sleeping. 

Campbell  River,  a  forest 
products  and  fishing  town 
of  17,000,  is  situated  on 
the  eastern  coasi  of  Van- 

er  Island,  165  miles 

h  of  Victoria.  It  calls 
imon  fishing 

ai  of  die  world,"  and 
there  is  more  than  local 
huckstensm  behind  the 
billing.  Around  Campbell 
River,  the  cold,  clear  salt 
water  of  the  inland  pas- 
sage between  Seattle  and 
Alaska  teems  with  the  4- 
to-  7-inch  herring  that  big 
salmon  feed  on.  As  a  re- 
sult, the  relatively  com- 
pact area  becomes  a  kind 
of  bottleneck  in  the  mi- 
gratory pattern  of  salmon  moving  be- 
tween the  Gulf  of  Alaska,  to  the 
north,  and  the  large  salmon  river 
systems — including  the  Columbia 
and  the  Fraser  rivers — to  the  south 
and  east. 

Increasing  the  fisherman's  chances, 
the  Campbell  River  itself  is  a  short 
river.  Because  it  takes  less  than  a  day 
for  the  salmon  to  swim  to  their 
spawning  grounds  from  the  Camp- 
bell's mouth,  they  tend  to  stay  longer 
near  the  mouth  of  the  river,  in  the  salt 
water  where  they  feel  comfortable, 
before  beginning  their  last  big  swim 
up  the  river.  So  sport  fishermen  row 
near  the  river's  mouth  at  slack  tide — 


Dolphins  Resort  guests,  owner  guide  Clint  Cameron  and  Jessie 
Encyclopedic  knowledge  of  local  hunting  and  fishing. 


B*4>hms 


Fislxrman  Oz  Pedde 
Advice  from  his  guide 


in  the  early  morning,  and  again  in  the 
late  afternoon.  When  they're  not  row- 
ing, they'll  be  using  live  bait  and 
fishing  from  motor  boats  at  neighbor- 
ing spots. 

It  goes  without  saying  that  not  ev- 
erybody catches  a  tyee.  Some  fisher- 
men have  been  trying  for  years  to  join 
the  Tyee  Club,  in  vain.  But  there  are 
so  many  fish  around  Campbell  River 
that  the  odds,  by  fishing  standards,  are 
pretty  good  for  the  fisherman.  Be- 
tween the  end  of  July  and  mid-Sep- 
tember, for  example,  115  tyees  were 
registered  at  the  Tyee  Club.  The  big- 
gest registered  tyee  this  season 
weighed  52  pounds. 

Note,  too,  that  not  included  in  that 
Tyee  Club  count  are  a  large  number  of 
20-to-30-pound  salmon,  as  well  as 
several  tyees  caught  outside  the 
club's  narrow  rules.  On  Aug.  31,  for 
example,  a  fisherman  hooked  a  48'/i- 
pound  salmon.  A  long  fight  ensued, 
and  the  fish  was  ultimately  netted  by 
a  helpful  neighboring  boat.  Too  bad, 
because  according  to  the  Tyee  Club 
rules,  a  fisherman  must  land  his  fish 
in  his  own  boat.  The  48'/2-pounder 
was  disqualified. 

British  Columbia  derives  thousands 
of  jobs  from  sportfishing  and  other 
aspects  of  tourism.  Once  primarily  a 
logging  town,  Campbell  River  today 
offers  the  sportfisher  a  wide  variety  of 
lodgings  (see  box,  />  384)  All  can  sup- 
ply guides,  boats  and  gear,  but  check 
carefully  as  to  what  each  competing 
package  includes.  Bait?  Eight  hours 
with  a  guide,  or  four?  And  so  on. 

In  this  writer's  admittedly  subjec- 
tive opinion,  the  best  place  for  sports- 
men to  stay  is  the  venerable  Dolphins 
Resort  (tel.  604-287-3066).  A  few 
years  ago  San  Francisco  businessman 
Michael  Whitman,  Edgar  Kaiser  II 
from  V  mcouver  and  Seattle's  Jim  Al- 
lison, Michael  Malone,  Paul  Skinner 


and  John  McCaw  (the  lat- 
ter's  interest  in  McCaw 
Cellular  Communica- 
tions puts  him  in  The 
Forbes  Four  Hundred) 
bought  a  30%  interest  in 
the  Dolphins.  They  put  up 
the  capital  to  finance  ex- 
tensive improvements  of 
the  Dolphins'  14  rustic/ 
luxurious  cabins,  and  to 
upgrade  the  resort's  fleet 
of  Boston  Whalers. 

What  makes  the  Dol- 
phins special,  however,  is 
its  majority  owners  and 
managers,  Don  Cameron 
and  his  sons  Clint,  33,  and 
Greg,  26.  The  Cameron 
clan's  wives  are  also  ac- 
tive in  the  business.  Avid 
sportsmen  and  naturalists  with  ency- 
clopedic knowledge  of  British  Colum- 
bia fishing  and  hunting,  the  Camer- 
ons  are  enthusiastic  guides  who  also 
have  assembled  a  constellation  of 
young  supporting  guides  who  seem  to 
know  where  the  big  fish  are  likely  to 
be,  and  how  to  hook  and  land  them. 

Unless  you  know  the  locale  well, 
incidentally,  you'll  need  a  guide.  The 
local  waters  are  cold  (around  45  de- 
grees Fahrenheit  in  August)  and  un- 
forgiving. In  nearby  Seymour  Nar- 
rows, where  a  lot  of  the  big  fish  are 
caught,  tide  changes  create  12-knot 
currents  and  treacherous  whirlpools 
that  can  measure  30  feet  and  more 


helps  land  a  50-pound  tyee. 
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About  investments  and  other  things. 


For  expert  advice  on  valuable 
decoy  ducks  (the  one  above 
was  auctioned  for  US$ 
319,000  on  July  5, 1986),  the 
top  authority  is  Frank 
M.  Schmidt  of  Richard 
W.  Oliver's  Gallery,  Kennebunk, 
Maine,  USA. 


Whenever  you  need  coun- 
selling on  international  money 
matters,  you  can  rely  on 
the  expertise  and  experience  of 
UBS  investment  advisers. 

UBS  -  committed  to  excellence. 


BS  Private  Banking  International 

ew  York,  Toronto,  Panama,  London,  Luxembourg,  Singapore, 

ong  Kong,  Tokyo 

ead  Office  Zurich:  Bahnhofstrasse  45. 

eneva:  Rue  du  Rhone  8 


across.  This  is  do  place  for  unguided 
amateurs. 

The  Camerons  offer  a  very  high  lev- 
el of  labor-intensive  service  for  prices 
that  are  only  a  little  above  the  Camp- 
bell River  norm.  Helping  to  keep 
prices  reasonable  is  the  relatively 
weak  Canadian  dollar,  recently  trad- 
ing at  C$1  =U.S.$0.82.  The  Dolphins' 
basic  daily  rate  is  C$240  ($197)  per 
person,  based  on  double  occupancy. 
That  includes  a  cabin  with  kitchen,  a 
boat  and  eight  hours  of  fishing  with  a 


guide,  the  packaging  of  the  fish  you 
get,  and  everything  you'll  need  to 
catch  the  fish  except  a  fishing  license 
(C$14  for  a  four-day  license).  If  you 
want  one  of  the  two  large  and  super- 
luxurious  owners'  cabins,  the  rate 
jumps  to  C$285/person.  The  Camer- 
ons will  stock  your  kitchen  for  your 
arrival.  Or  the  Dolphins'  excellent 
cooks,  Pat  and  Alana,  will  prepare 
meals  in  your  cabin,  for  an  additional 
C$40/person  per  day.  Bring  your  own 
booze,  and  don't  forget  to  tip  your 


Campbell  River  guide 


Among  the  many  other  fishing- 
oriented  lodgings  in  Campbell 
River: 

Painter's  Lodge  (604-286-1102). 
Started  in  1922  and  completely  re- 
built after  burning  to  the  ground  in 
1985.  Two  bars,  restaurant.  Double 
occupancy  rates  C$89-$224  (room 
only).  Guide  and  boat:  C$42/hour, 
four-hour  minimum.  Fishing  pack- 
age: room  and  six  hours'  guided 
fishing,  C$169/person.  Part  of  Oak 
Bay  Marine  Group  (800-663-7090), 
which  operates  five  salmon-fishing 
tours  in  British  Columbia. 

The  Coast  Discovery  Inn  Marina! 
Sportfish Centre  (604-287 -7 155).  Res- 
taurant, bar,  93  rooms.  Double  oc- 


cupancy packages,  two  nights/ 12 
hours'  fishing  for  around 
C$432/person. 

April  Point  Lodge  and  Fislring  Re- 
sort (604-285-2222).  On  Quadra  Is- 
land, ferry  access  from  Campbell 
River.  Beautiful  setting.  Restau- 
rant, bar.  Guest  suites  at  C$160  for 
two  people.  Boat  and  guide: 
C$45/hour,  four-hour  minimum. 

Campbell  River  is  a  3'/2-to-4- 
hour  drive  from  Victoria,  B.C.  Dai- 
ly air  service  from  Vancouver.  For 
additional  information  contact: 
Campbell  River  and  District 
Chamber  of  Commerce,  P.O.  Box 
400,  Campbell  River,  B.C.  V9W 
5B6  (604-286-0764J.-L.M. 


Fish  stones 

IBM  executives  getting  the  best  of  working  and  fishing. 


cook  and  guide.  Twenty  dollars  per 
person  per  day  is  appropriate. 

Fishing  is  permitted  all  year  in  Brit- 
ish Columbia.  But  unless  you're  the 
rugged  type,  Vancouver  Island's  De- 
cember-to-March  weather  is  best 
avoided.  The  season  really  begins  in 
late  March,  when  the  Camerons  guide 
Dolphins  guests  to  local  streams  to 
fly-fish  for  trout  and  steelhead.  Sal- 
mon fishing  gets  under  way  in  June. 
The  peak  salmon  season  stretches 
from  late  July  through  mid-Septem- 
ber, when  the  weather  is  often  open- 
shirt  warm,  once  the  sun  is  up. 

In  mediating  the  fight  for  fish  be- 
tween the  commercial  fishermen  and 
the  sportfishers,  the  Canadian  govern- 
ment has  recently  imposed  new  lim- 
its on  the  sportsmen's  catch.  The  lim- 
it is  two  tyees  per  day  per  fisherman, 
and  eight  per  season. 

But  don't  worry  about  being  bored  if  I 
you  limit  out.  The  Camerons  enjoy 
driving  guests  inland  to  local  streams 
for  trout  fly-fishing.  For  those  who  I 
don't  know  how  to  fly-fish  and  have 
considered  attending  a  fly-fishing 
school  (see  Personal  Affairs,  June  21, 
1982),  this  is  a  good  and  economical 
way  to  learn;  the  Camerons  charge  | 
nothing  for  tuition. 

Or  they'll  hire  a  helicopter  and  fly  I 
three  guests  and  a  guide  for  a  day  of 
trout  and  steelheading  up  to  the  re- 
mote rivers  that  flow  into  Bute  Inlet,] 
Knight  Inlet  and  some  of  the  other] 
fjords  that  make  southwestern  British  | 
Columbia  one  of  the  most  dramatical- 
ly beautiful  places  in  the  world.  Costl 
to  helifish:  the  Dolphins'  daily  rate, 
plus  two  hours  of  helicopter  flying | 
time  at  C$600/hour. 

Or  you  might  prefer  simply  to  downl 
your  pole  and  take  in  the  powerful  I 
beauty  of  the  area.  The  water  is  alive  I 
with  sea  lions  and  seals,  which  feedl 
on  the  salmon,  and  rich  in  pods  ofl 
orca  whales,  which  eat  seals  andl 
salmon.  Guides  will  also  take  youj 
fishing  for  rock  cod.  You  can  feed  thel 
cod  to  the  many  bald  eagles  that  nest| 
around  Campbell  River. 

Warning:  The  Dolphins'  reputatior 
is  spreading.  A  sign  on  a  local  baitl 
boat  proclaims,   "The  worst  day  ofl 
fishing  is  better  than  the  best  day  ofl 
working,"  and  companies  are  now! 
trying  to  get  the  best  of  both  worlds| 
by  renting  out  the  resort  for  meetings 
and  customer  entertainment.  In  late 
August  McCaw  Cellular  brought 
its  investment  bankers;  in  early  Sep-] 
tember  IBM  Canada  took  over  the 
Dolphins  (no  corporate  discounts  are 
available).  There  are  only  48  beds,  sc 
early  reservations  are  a  must,  espe- 
cially during  the  peak  July-to-Septem- 
ber  season.  ■ 
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Service  inspired 
by  the  masters. 


A  subtle  gesture. 

An  infinitely  meticulous  attention 
to  detail. 

And  an  almost  fanatical  belief  that 
every  guest  is  someone  very  special 

Discover  Ramada  Renaissance 
Hotels  —  in  the  Orient,  in  Europe, 
and  now  in  North  America. 

And  experience  the  new 
international  standard  of  comfort 
and  service. 


RAMADA  • 

NAISSANCE 

HOTELS 


USA:  Atlanta.  Atlantic  City  (Tropworld).  Buffalo,  Jackson  (MS).  Las  Vegas  (Tropicana),  Long  Beach,  Mesa  ( Phoenix ).  Richardson  (Dallas).  Richmond.  San  Francisco. 
Saratoga  Springs.  Spnngfield  (IL).  Walnut  Creek  (CA).  Washington.  DC.  (Downtown.  Techworld  and  Dulles).  CANADA:  Edmonton.  Montreal,  Saskatoon,  Vancouver. 
»  Also  in  Australia.  China.  Egypt,  Germany,  Israel  Japan,  Malaysia.  Pakistan,  Sn  Lanka,  Switzerland,  and  United  Kingdom. 

USA  800  228  9898  /Canada  800  268  8998  /  Ontario  and  Quebec  800  268  8930 


Personal  Affairs 


Edited  by  William  G.  Flanagan 

Transportation  and  communications  ad- 
vances (if  not  politics)  have  made  it  more 
feasible  for  people  of  merely  upper-middle- 
class  means  to  own  their  own  islands. 

Personal  islands 
in  the  sun 


By  Michael  Fritz 


Some  of  my  friends  collected 
paintings  of  beautiful  women 
and  put  them  in  museums  with 
their  names  underneath,"  muses  91- 
year-old  Thomas  Cabot,  chairman 
emeritus  of  Cabot  Corp.  "I  bought 
islands  because  they  were  cheap,  pret- 
ty, and  they  always  went  up  in  value." 

Cabot  was  by  no  means  alone  in  his 
appreciation  of  islands.  Many  wealthy 
families  have  possessed  their  own  is- 
land getaways — the  Bernhards, 
Briggses,  Goulds,  Johnsons,  Pulitzers, 
Reynoldses,  Rockefellers,  Turners 
and  Wrigleys  (the  latter  once  owned 
Catalina  Island,  off  Long  Beach, 
Calif.).  But  thanks  to  advances  in 
transportation  and  communications, 
people  of  merely  upper-middle-class 
means  can  now  afford  to  own  their 
own  islands — provided  they  are  will- 
ing to  shop  off  the  beaten  track. 

Of  course,  they're  not  making  is- 
lands any  more,  as  the  real  estate  peo- 
ple would  say,  and  they  do  occasional- 
ly disappear  or  become  denuded 
through  storms.  So,  at  any  one  time 
there  are  probably  no  more  than  300 
saltwater  islands  offered  for  sale 
worldwide.  Most  can  be  bought  for 
between  $100,000  and  $300,000,  says 
island  broker  Farhad  Vladi  of  Ham- 
burg, West  Germany.  In  North  Amer- 
ica, for  example,  you  can  find  a  wide 
assortment  along  Nova  Scotia's  South 
Shore  from  Liscomb  Harbor  to  Yar- 
mouth, many  priced  under  $150,000 
(Forbes,  May  30). 

Expect  to  pay  at  least  five  to  ten 
times    more    for    similar-size    isles 


among  more  established  enclaves. 
These  include  the  San  Juan  and  Gulf 
Islands  between  Vancouver,  B.C.  and 
Seattle;  New  York's  Thousand  Islands 
region;  or  along  the  eastern  U.S.  coast 
from  Maine  to  Florida. 

A  broad  assortment  of  flat,  sandy 
coral  atolls  in  the  Bahamas  are  for  sale 
at  prices  ranging  from  $  1 00, 000  to  $  1 0 
million.  Vandalism,  corruption  and  a 
thriving  illegal  drug  trade  have  damp- 
ened a  lot  of  American  interest  in 
Bahamian  island  properties  lately,  but 
the  English  and  Germans  remain  avid 
buyers. 

Island  offerings  off  the  coasts  of 
France,  Spain  and  Italy  remain  slim 
and,  of  course,  expensive,  with  few 
listings  under  $2  million.  A  144-acre 
rocky  Spanish  isle  is  listed  for  $4.5 
million;  3.5-acre  Costa  Eres  off  the 
Brittany  coast,  which  supports  a  19th- 
century  12-room  castle,  is  available  at 
$1.5  million. 

Robust  demand  for  islands  off  Scot- 
land's western  coast  has  doubled 
prices  in  the  past  year,  to  around 
$2,000  per  acre.  But  Europeans  are 
still  buying.  Similar  to  Maine  in  cli- 
mate, Scotland's  western  isles  are 
warmed  by  the  Gulf  Stream,  so  days 
average  75  degrees  from  July  through 
August.  Holm  of  Huip,  a  62-acre  ait  of 
gentle  grassy  hills  off  Scotland's 
northeast  coast,  was  recently  listed  at 
$166,000. 

Brokers  are  also  beginning  to  pro- 
mote Brazil's  Atlantic  islands — some 
200  wildly  contoured  volcanic  juts 
thickly  covered  with  tropical  hard- 
woods that  lie  scattered  just  offshore, 
latitudinally  between  Santos  and  Rio 


de  Janeiro.  The  owner  of  a  50-acre  isle 
near  Santos  Bay  with  white  sand 
beaches,  fresh  water  and  a  tropical 
hardwood  forest  is  asking  $750,000. 

Warning:  In  Brazil  and  throughout 
the  developing  world,  extra  caution 
must  be  taken  to  ensure  the  validity 
of  land  titles.  Several  nations — among 
them  India,  Indonesia,  Norway  and 
the  Maldives — flatly  prohibit  foreign 
land  ownership.  And  in  Greece,  only  a 
handful  of  less  desirable  isles  beyond 
the  country's  winding  coastal  defense 
zone  are  available  to  foreigners. 

Don't  count  on  refunds  if  some- 
thing goes  wrong.  Most  island  sales 
are  straight  cash  deals  and  are  often 
subject  to  a  deed  transfer  tax  of  as 
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An  island  trio  among  the  Maldives  in  the  Indian  Ocean 

At  any  one  time,  no  more  than  300  saltwater  isles  are  for  sale  worldwide. 


much  as  15%.  Many  countries  also 
levy  a  capital  gains  tax  on  land  sales, 
up  to  50%  in  Panama's  case.  Be  pre- 
pared to  hire  a  caretaker  to  ward  off 
vandals  and  maintain  the  property. 
This  cost  alone  can  range  anywhere 
from  $24,000  per  year  among  Pacific 
islands  to  $40,000  and  higher  in  the 
Caribbean. 

The  global  pool  of  islands  available 
for  private  ownership  changes  period- 
ically, as  countries  redefine  their  non- 
resident land  ownership  laws.  Al- 
though New  Zealand  still  forbids  for- 
eigners to  own  islands  within  93 
miles  of  its  coast  without  government 
approval,  several  islands  are  on  the 
market,  including  80-acre  Flat  Island 


($549,000),  off  the  North  Cape,  and 
1,400-acre  Kaikoura  Island  in  the 
Hauraki  Gulf.  A  20-minute  seaplane 
ride  from  Auckland  City,  Kaikoura 
boasts  a  deer,  sheep  and  cattle  ranch, 
freshwater  springs,  a  two- bedroom 
house  and  16-unit  lodge.  Asking 
price,  $5.5  million. 

Uncertain  political  climates  exert  a 
strong  effect  on  the  island  market.  For 
example,  at  least  seven  South  Sea  is- 
lands in  Fiji,  ranging  in  price  from 
$285,000  to  $2.9  million,  have  lan- 
guished on  the  market  since  the  na- 
tion's two  coups  last  year.  Converse- 
ly, the  market  for  islands  surrounding 
Grenada  has  risen  sharply  since  the 
U.S.  toppled  the  leftist  government  in 


1983.  Not  long  before  the  invasion, 
nearby  Calvigny  Island  was  listed  at 
$1  million.  Recently,  a  buyer  offered 
$1.5  million. 

Need  we  remind  you  that  buying  an 
island  requires  intense  research? 
Aside  from  such  basic  considerations 
as  foreign  ownership  restrictions,  a 
ready  supply  of  drinking  water,  ter- 
rain suitable  for  building  a  residence, 
prevailing  weather  patterns,  a  protect- 
ed anchorage  and  a  stable  host  govern- 
ment, first-time  island  buyers  some- 
times let  an  island's  charm  outweigh 
the  possible  torture  of  reaching  it.  A 
bad  mistake. 

If  you're  looking  in  the  western  Pa- 
cific, be  sure  to  avoid  low-lying  atolls 
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Costa  F.res,  off  the  Brittany  coast 

A  19th-century  castle  on  3.5  acres  for  $1.5  million. 


in  the  cyclone  zone — 30  degrees  north 
and  south  of  the  equator.  Five  years 
ago  a  cyclone  nearly  blew  Marlon 
Brando's  Tahitian  isle,  Tetiaroa,  off 
the  map. 

As  investments,  islands  are  ex- 
tremely illiquid.  Except  for  the  U.S., 
most  countries  now  reserve  the  right 
to  approve  nonresident  recreational 
island  purchases — this,  in  order  to 
weed  out  speculators  or  extract  im- 
provement guarantees  that  create  jobs 
for  locals.  These  requirements  can  of- 
ten be  met  by  building  an  island  resi- 
dence, improving  your  anchorage  or 
establishing  an  agricultural  crop.  Ap- 
proval time  ranges  from  a  couple  of 
weeks  for  Canadian  and  Bahamian  is- 
lands to  more  than  a  year  in  Fiji. 

Still  interested?  Here  are  a  few  bro- 
kers specializing  in  island  real  estate: 
Blair  Duffy  &  Associates,  Honolulu, 
Hawaii  (808)  538-1481;  Colliers  Ma- 
caulay  Nicolls,  Vancouver,  B.C.  (604) 
681-4111;  Previews,  Inc.,  Palm  Beach, 
Fla.  (407)  832-7131;  and  Vladi  Private 
Islands,  Hamburg,  West  Germany  (49) 
40-33-8989.  Or  consult  the  numerous 
classifieds  in  Islands  magazine  or  the 
real  estate  section  of  the  Weill  Street 
Journal. 

For  those  who'd  rather  rent  than 
own,  there  are  many  possibilities.  Ex- 
amples   include    Richard    Branson's 
Necker  Island,  a  100-acre  British  Vir 
gin  Islands  retreat  ($6,500/day  for  20 


I  uric  and  Hiy,  Rafuse  Island.  Mabonc  Bay,  A  S 

Two  lakes,  jutting  rocks  and  a  sandy  beach/or  $697,000. 


guests),  and  the  former  shah  of  Iran's 
family  island  of  Daros  located  in  the 
Seychelles  ($5,500/day  for  16  guests). 
Malcolm  Forbes'  Laucala  Island  in  the 
Fifia  rents  at  $14,500/week  for  8 
->ts. 
Alternatively,  you  can  share  an  is- 
land with  a  small  number  of  other 
n  nters.  In  the  Caribbean,  for  exam- 
ple, two  small-island  resorts,  Petit  St. 


Vincent  and  Young  Island  in  The 
Grenadines,  rent  bungalows  at  $250 
to  $570/day.  In  Australia  there's 
Green  Island,  a  30-acre  islet  on  the 
Barrier  Reef  with  30  bungalows 
($200/day  each).  And  in  the  Maldives 
chain  in  the  Indian  Ocean,  consider 
tiny  15-acre  Kudahiti  Island 
($200/day).  If  you  don't  want  to  call 
your  broker,  call  your  travel  agent.  ■ 
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The  pinnacle  of  the  watchmaker's  art.  Blancpain  men's  watches  in  eighteen  karat  gold 

with  automatic  movements,  ostrich  straps  and  the  Tiffany  signature.  From  top:  With  day,  date  and  moonphase,  $7,550. 

With  date  and  sweepsecond  hand,  $5,700.  With  perpetual  calendar  and  moonphase,  $17,850. 


Tiffany  &  Co. 


,  NEW  YORK   LONDON   MUNICH   ZURICH   HONGKONG 

SAN  FRANCISCO  BEVERLY  HILLS  COSTA  MESA  DALLAS   HOUSTON   CHICAGO  ATLANTA    BOSTON  800-526-0649  ©T&CO.  1988 
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Careers 


ire  of  royal  blood,  and  rich,  why  do 
you  work?  Below,  five  born  to  the  purple 
offer  a  common  answer:  pride. 

"I'm  from  Turkey 

and  I  have 

T  shirts" 


but  he  is  a  little  self-conscious  about 
his  background. 

Spending  a  childhood  in  Kensing- 
ton Palace  was  fine,  but  it  was  life 
outside  the  courtyard  that  Linley  had 
to  prepare  for.  Luckily,  the  transition 
wasn't  very  hard.  Though  he  wasn't 


By  Dy  an  Indian 


T|he  queen  of  England  makes  a 
nice  living.  For  meeting  with 
Margaret  Thatcher,  cutting  rib- 
bons and  running  the  palace,  the  Brit- 
ish government  gives  her  a  stipend  of 
$7.6  million.  But  if  you 
are  Viscount  Linley,  son 
of  Princess  Margaret  and 
the  Earl  of  Snowdon,  and 
you  are  eleventh  in  line  to 
the  throne,  you  don't  get 
paid  a  farthing.  Although 
Linley  may  well  benefit 
from  the  centuries-long 
accumulation  of  wealth 
by  the  British  crown,  he 
insists  he  must  work  for  a 
living. 


Traditionally,  even  use- 
less royalty  was  looked  af- 
ter. A  cousin  to  the  king 
could  sponge  off  the 
throne  and  be  fashionably 
idle.  Today,  at  least  in  En- 
gland, it's  a  different  sto- 
ry; the  House  of  Windsor 
has  decided  that  its  scions 
are  not  to  loaf. 

"Don't  make  this  sound 
like  here's  a  little  rich  kid 
playing  around  in  the  de- 
signer business,"  says  the 
viscount,  otherwise  David  Linley,  26. 
He   runs   David   Linley   Co.,    which 
makes  high-quality  furniture  and  de- 
signs and  licenses  top-of-the-line  con- 
sumer items  like  expensive   statin 
nery,  china  and  crystal.  Linley  also 
runs  a  new  eatery  featuring  interna 
tional  cuisine,  called  Deals  Re 
rant  Diner,  that  he  opened  with  Li 
Lichfield  in  London's  Chelsea  Whai. 


DavidUnleyi  o  s  Viscount  Linley 

"It  would  be  foolish  not  to  use  my  name." 


academically  gifted  (few  in  the  royal 
family  have  finished  college)  and  was 
not  attracted  to  that  other  traditional 
option,  military  life,  he  loved  wood- 
carving  in  shop  class.  So  after  his  pri- 
vate schooling  (at  Bedale),  he  attended 
tt  school  and  became  a  cabinet 
maker— surely  the  first  in  the  royal 
family. 
Linley's  pieces  sold  well,  and,  tak- 


ing a  partner  in  1985,  he  started  David 
Linley  Furniture,  a  custom  furniture 
maker  with  items  starting  around 
$2,550.  A  recent  commission  was  a 
53 -foot  oak  conference  table  for  the 
Metropolitan  Museum  of  Art,  report- 
edly for  $55,000.  Ultimately,  he  ex- 
pects business  in  the  U.S.  to  dwarf 
what  he's  doing  now,  and  hopes  to 
line  up  an  American  partner  for  a  mar- 
keting push  next  year.  "It  would  be 
foolish,"  the  viscount  says,  "not  to 
use  my  name." 

Sarvenaz  Pahlavi,  33,  is  the  director 
of  advertising  and  public  relations  for 
Harry  Winston,  the  exclusive  New 
York  jeweler.  She  is  also  a  princess,  a 
niece  of  the  shah  of  Iran.  Though  she 
says  she  loves  her  new  career  at  the 
establishment  where  her  family  has 
long  bought  jewelry,  it's  not  the  way 
she  thought  things  would  turn  out. 
She  was  brought  up  by  parents  who 
inspired  her  with  the  grand  expecta- 
tion that,  in  her  words,  royalty  is  a 
wonderful  privilege  that  should  be 
used  to  help  one's  people. 

It  would  be  her  calling,  she  had  de- 
cided, to  create  children's  program- 
ming for  Iranian  tv,  and  she  went  to 
the  trouble  of  getting  a  master's  de- 
"J"'  ''-"""p*1  gree  in  developmental 
psychology  from  Harvard 
in  1977.  Just  as  her  career 
was  beginning  to  bloom 
came  the  revolution.  For- 
tunately, she  was  in  Lon- 
don filming  a  documenta- 
ry at  the  time,  and  even 
now  prefers  not  to  discuss 
the  bloodletting  in  which 
several  members  of  her 
immediate  family  were 
killed. 

But  after  five  years  she 
moved  to  the  U.S.,  where 
people  ask  questions  such 
as  "What  do  you  do?"  To 
have  a  ready  response  for 
such  rude  American  in- 
quiries, she  says,  and  to 
stave  off  boredom,  she  got 
work  as  a  freelance  writer, 
publishing  articles,  under 
a  pseudonym,  on  the  arts 
for  a  couple  of  Washing- 
ton magazines.  Why  the 
alias?  "I  didn't  need  to  see 
my  own  name  in  print.  I  know  who  I 
am,"  she  sniffs.  Then,  moving  to  New 
York  City,  she  worked  as  an  assistant 
to  book  editor  and  publisher  Morgan 
Entrekin  until  the  job  at  Winston 
came  up,  and  she  felt  safer  about  us- 
ing her  own  name. 

If  her  background  has  helped  her  at 
all,  says  the  princess,  it's  in  providing 
a  wealth  of  contacts.  Indeed,  Pahlavi 
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Your  search  for  excellence  is  over! 

Uniforce  Temporary  Personnel. . . 


...like  a  flame  in  the  darkness,  sheds  light  on  your  search 
for  excellence  by  providing  payroll-cost  controls, 
staffing  flexibility  and  increased  productivity. 

Across  America,  individually  owned 
Uniforce  offices  will  brighten  your  day      ^ 
by  helping  you  with  the  planned 
use  of  performance-guaranteed, 
temporary  personnel  in  hundreds 
of  skill  categories.  i 

Uniforce  personnel  profes-  J 

sionals  are  waiting  for  your  call 
to  help  you  custom  match  our 
quality  temps  to  your  exact 
needs... one  or  one  hundred 
for  a  day,  a  week,  a  month 
or  longer.  Excellence  at 
a  moments  notice! 


uni  Force 

temporary  services 


Franchises  available  in  select  areas  for  qualified  candidates.  For  information  call  (516)437-3300. 


©Uniforce  1986 


got  wind  of  the  Winston 
job  through  a  friend  who 
inquired  on  her  behalf  at  a 
dinner  party.  But  how 
does  working  for  a  jeweler 
fulfill  those  noblesse 
oblige  yearnings?  "I  don't 
want  to  answer  that  ques- 
tion," Sarvenaz  says  icily. 
"I  was  born  to  a  family 
that  happened  to  be  rich.  I 
am  what  I  am.  Now  I'm 
afraid  the  time  I've  allot- 
ted for  you  is  up." 

The  brothers  Dimitri 
and  Serge  Karageorge  are 
hardly  embarrassed  about 
using  their  titles.  "A  title 
is  like  a  house  or  any  oth- 
er asset  you  would  own," 
explains  Dimitri,  30.  Both 
he  and  his  brother  lay 
claim  to  princedom:  Their 
father  is  Prince  Alexander 
of  Yugoslavia  and  their 
mother,  Princess  Maria 
Pia  de  Savoia,  the  eldest 
daughter  of  the  late  King 
Umberto  of  Italy.  Prince  Serge,  25,  is  a 
photographer  with  his  own  company, 
Laserphotography,  and  a  studio  on,  of 
course,  Prince  Street  in  Manhattan. 
His  specialty  is  producing  huge  pho- 
tographs eerily  altered  with  unearthly 
colors.  Some  subjects:  Barbara  Sina- 
tra, Kirk  Douglas  and  Caroline  Herre- 
ra,  among  those  willing  to  shell  out 


Henri  Dauman 


Sarretiaz  Pahlavi  of  Harry  Winston 
"1  am  what  I  am." 


$2,000  a  shot.  "My  name  brings  a 
certain  clientele.  If  you  have  it,  you 
should  use  it,  no?"  says  Prince  Serge, 
who  prefers  being  known  as  just  Serge 
of  Yugoslavia.  The  only  problem  with 
that  is  that  people  sometimes  misun- 
derstand on  the  phone  and  think 
he's  calling  them  long  distance  from 
Europe. 


His  brother,  Dimitri, 
who  has  a  French  law  de- 
gree but  has  never  prac- 
ticed, works  at  Sotheby's 
as  an  assistant  vice  presi- 
dent in  the  jewelry  depart- 
ment. His  specialty  is 
business  development.  He 
carries  two  cards,  one  for 
Americans  with  his  fam- 
ily surname,  Karageorge, 
the  other  for  Europeans 
with  his  full  title.  "When 
Sotheby's  wants  to  ap- 
proach a  wealthy  client, 
it's  easier  for  them  to  re- 
late to  a  Prince  Dimitri  of 
Yugoslavia  rather  than  to 
a  Mr.  Nobody." 

The  princes,  who  grew 
up  in  a  mansion  in  Ver- 
sailles, share  an  apart- 
ment plastered  with  doz- 
ens of  lithographs  depict- 
ing their  family  history.  In 
the  main  room  of  their 
Upper  East  Side  triplex, 
portraits  of  Catherine  the 
Great  and  Henrietta  of  En- 
gland adorn  the  walls.  Both  are  rela- 
tives, they  explain,  adding,  with  a 
laugh,  "but  we  don't  mean  to  drop 
names."  Neither  has  to  work  and 
could  get  by  well  enough  on  interest 
from  his  trust  fund,  but  the  idea  of 
becoming  idle  appalls  them.  "Not  to 
work,  what  would  people  think?" 
asks  Dimitri. 
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Prince  Serge  of  Laserpbotograpby 

"My  name  brings  a  certain  clientele." 

Sotheby's  Prince  Dimitri 

"A  title  is  liice  any  other  asset. 
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When^bu  Care, 
It  Shows. 
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It  shows  in  every  thoughtful  gesture  that  adds  up 
to  great  personal  service. 

The  care  shows  from  the  moment  you  arrive 
and  find  a  waiting  smile,  instead  of  a  line  at  a  check-in 
counter. 

At  night,  we'll  show  we  care  by  welcoming  you 
with  our  famous  chocolate  chip  cookies.  And  when 
you're  ready  to  leave,  we'll  check  you  out  in  an  instant, 
with  a  receipt  left  under  your  door. 

At  Doubletree  Hotels,  we  believe  that  caring 
really  does  show.  Come  and  let  us  pamper  you.  And 
when  you  stay,  you'll  earn  travel  awards  on  Continental, 
Eastern,  Braniff  or  America  West  Airlines. 


1-800-528-0444 


v  ' 


DOUBLETREE  HOTELS 


Albuquerque  ♦  Atlanta  ♦  Austin  ♦  Dallas(2)  ♦  Denver  ♦  Houston(3)  ♦  Kansas  City  ♦  Louisville  (The  Seelhach) 

Miami  ♦  Monterey  ♦  Nashville  ♦  New  Orleans  (pictured  above)  ♦  Orange  County  ♦  Phoenix  ♦  St.  Louis  ♦  Salt  Lake  City 

San  Diego  ♦  Santa  Clara  ♦  Scottsdale  ♦  Seattle(2)  ♦Tucson  ♦Tulsa(2)  ♦  Vail  •Ventura 

1989:  Dallas  Park  West  ♦Pasadena 


World  headquarters 
for  many  of 
the  world's 

top  businessmen. 

In  Tokyo, 
one  hotel  is  unrivaled 

at  making  top 

executives  feel  at  home. 

The  Hotel  Okura,  known 

worldwide  for  service,  cuisine 

and  accommodations,  plus 

facilities  for  conferences, 

business  forums  and 

meetings  of  the  board. 

Small  wonder  it's 

home  away  from  home 

for  executives 

the  world  over. 


In  a  class  by  itself 

I. 'k\o,  Japan  TEL:  (0!)SK2-011l 

TELEX:  J22790  RAXi  (03)582-3707 

oneoiclht?]eadintfHotds  ofth^WbHd " 

See  your  travel  agent  or  our  hotel  represent 

LHW:  Tel  800  223-6800  Toll  Free 

212  838  3110  Collect 

R.F.  Warner.  Inc..  New  York 

Tel  800  R  WARNER  Toll  Free.  212  725  1510 

J. A.  Tetley  Co.,  Inc..  Los  Angeles 

Tel:  8004210000  Toll  Free,  213  388  1151 
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Princess  Zeynep  Tarzi  ofZarta  Couture 

"Here  nobody  knows  who  Zeynep  Tarzi  is,  and  nobody  cares. 


Princess  Zeynep  Tarzi,  42,  refused 
to  use  her  title  to  make  her  fledgling 
fashion  business  a  success.  It  would 
have  been  cheating,  she  says,  playing 
on  the  emotions  of  an  American  pub- 
lic that  might  pity  a  poor  Afghan  prin- 
cess. Never  mind  that  it's  been  more 
than  a  century  since  her  branch  of  the 
family  ruled  (the  most  recent  king, 
Mohammad  Zahir  Shah,  now  residing 
in  Rome,  is  her  father's  cousin)  and 
that  she  grew  up  exiled  in  Istanbul. 
She  was  raised  a  princess  nonetheless, 
she  says  in  the  perfect  English  that 
she  learned  from  a  proper  English 
nanny. 

Starting  her  own  business  was  not  a 
foreign  concept:  Her  parents  were  ear- 
ly capitalists.  After  her  father,  Prince 
Fettah  Tarzi,  was  banished  in  1928 
from  Afghanistan  in  a  religious  upris- 
ing, money  quickly  ran  short.  He  and 
his  new  Turkish  wife  founded  a  hospi- 
tal, which  became  quite  profitable.  It 
was  expected  that  their  daughter, 
Princess  Zeynep,  would  marry  well 
and  work  at  the  hospital,  but  she  had 
different  ideas. 

Falling  in  love  instead  with  the 
New  York  skyline  on  a  visit  in  1972, 
she  set  out  to  stay  here,  making  a  bad 
decision  to  marry  a  distant  cousin 
who  was  studying  in  town.  After 
shaking  off  the  marriage,  she  still 
wanted  to  stay  and  work,  not  so  much 
for  the  income,  but  for  something  to 
do.  As  a  lark,  and  a  dare  to  herself,  she 
had  hand-crocheted  cotton  T  shirts 
made  up  in  Turkey  to  see  if  she  could 
sell  them  in  New  York. 

Showing  up  at  Bloomingdale's  in 


1979,  she  asked  for  the  buyer,  saying, 
"I'm  from  Turkey  and  I  have  T 
shirts."  Her  thinking  was  that  the 
merchandise  should  succeed  or  fail  on 
its  own.  Bloomingdale's  bought.  Simi- 
lar trips  to  Macy's,  Henri  Bendel  and 
Saks  Fifth  Avenue  brought  similar  re- 
sults. From  the  original  T  shirts  she 
had  more  than  1,000  reorders.  "I 
didn't  understand  what  reorders 
were,"  she  recalls.  Though  she  was 
not  initially  serious  about  the  busi- 
ness, her  early  success  hooked  her. 
"I'm  a  complete  foreigner,  and  I  start- 
ed selling  something,  and  what?  They 
wanted  more.  It  gave  me  so  much 
pleasure,  you  have  no  idea." 

Today  Zana  Couture  handles  a 
high-priced  line  of  specialty  women's 
wear,  and  Tarzi's  attitude  has 
changed.  Having  had  trouble  getting 
financing,  she  sank  thousands  of  her 
own  money  and  reinvested  profits 
into  the  business.  Now  she  feels  she 
has  to  make  it  work. 

Last  year,  Princess  Zeynep  claims, 
she  had  a  pretax  10%  return  on  $2.5 
million  in  sales.  But,  as  is  the  case  at 
many  other  companies  in  the  retail 
garment  business,  sales  for  this  year 
so  far  are  down.  "I  had  a  much  better 
life  in  Turkey — a  house,  a  maid,  a 
cook,  a  driver.  Here,  I  have  a  one- 
bedroom  apartment  with  no  live-in 
maid." 

But  Istanbul  couldn't  offer  what 
America  did:  "In  Istanbul,  I  didn't 
have  to  fight  to  get  what  I  want.  Here 
nobody  knows  who  Zeynep  Tarzi  is, 
and  nobody  cares."  A  princess  has  to 
make  it  on  her  own.  ■ 
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NEW  LIFE  FOR  YOUR  FINANCIAL  FUTURE. 
THE  TRAVELERS'  UNIVERSAL  LIFE. 
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In  nature,  the  egg  provides  ideal  protection  and  the  opportunity 
for  growth. 

The  Travelers'  Universal  Life  does  the  same. 

You  have  the  life  insurance  protection  you  need.  Plus  the  tax-deferred 
growth  opportunity  you  want. 

It's  a  combination  that  assures  you'll  provide  your  family  or  business 
with  all  the  necessities-and  a  few  of  the  luxuries-of  life. 

To  finance  your  home,  educate  your  children,  expand  your  business, 
fund  your  retirement  or  start  a  new  venture. 

The  Travelers'  Universal  Life  is  aggressively  managed  to  return  a  com- 
petitive yield.  Without  incurring  a  high  risk.  All  backed  by  one  of  America's 
strongest  insurance  and  financial  experts.  The  Travelers. 

Learn  more  about  Universal  Life.  Call  your  Independent  Travelers 
Agent  or  Broker.  Protect  your  life  with  a  golden  investment  opportunity. 

The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 


Thelravelersj 

You're  better  off  under  the  Umbrella? 


Faces 

Behind  the  Figures 


Why  they  do  it 


Billionaire  Robert  Alan  Pritzker 

"You feel  you  are  achieving  something." 


One  of  the  perennial  questions  peo- 
ple ask  about  The  Forbes  Four 
Hundred  is,  Why  do  they  do  it?  Why 
do  they  keep  working,  piling  up  as- 
sets, far  beyond  the  point  at  which 
many  people  would  sell  out  and  head 
for  the  sidelines  to  spend  the  rest  of 
their  days  in  luxury? 

Robert  Pritzker,  billionaire-plus 
and  still  hard  at  work  (see  listings)  an- 
swered that  question  for  Forbes'  dur- 
ing an  extensive  interview: 

"It's  not  money.  You  think  I'm  go- 
ing to  work  as  hard  as  I  do  for  another 
dollar? 

"It's  not  power.  What  are  you  going 
to  do  with  it,  realistically? 

"It's  because  it's  fun,  it's  interest- 
ing, and  you  feel  you  are  achieving 
something. 

"But  you  also  want  to  keep  your 
values.  You're  still  a  person.  You  still 
have  to  get  up  in  the  morning  and  deal 
with  people.  How  I'm  treated  by  the 
car  guy  in  the  garage  is  important  to 
me,"  confided  Pritzker.  "I  want  to  be 
respected  by  people." 

By  way  of  a  concrete  example, 
Pritzker  recalled  a  recent  tour  of  a 
factory  in  Eastern  Europe,  a  new  one 
that  was  clean,  efficient  and  very  pro- 
ductive. The  tour  lasted  21/:  ' 
and  Pritzker,  an  engineer,  ate  it  up, 
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asking  the  general  manager  a  continu- 
al stream  of  questions.  Later,  because 
he  wanted  to  do  business  with  this 
factory,  he  asked  the  trade  attache 
how  the  tour  seemed  to  go  from  the 
host's  perspective.  Very  well,  said  the 
attache.  The  general  manager  had  re- 


marked that  of  all  the  senior  execu-i 
tives  who  had  ever  visited,  Pritzker' 
was  the  first  who  understood  it  and 
was  interested  in  it.  "It  makes  you 
feel  good.  That's  the  kind  of  respect  I 
want,"  says  Pritzker,  "not  whether 
your  name  is  on  The  Forbes  Four 
Hundred  list,  which  is  the  sort  of 
thing  you're  a  little  embarrassed 
about." 


Sam's  daughter 

Alice  Walton,  daughter  of  Sam  Wal- 
ton, richest  man  in  America,  has 
set  out  to  prove  her  own  financial 
savvy.  With  a  $19.5  million  boost 
from  Walton  Enterprises  Inc.,  the 
family  holding  company,  Alice  has' 
started  her  own  investment  firm,  Lla- 
ma Co.,  in  Fayetteville,  Ark. 

Walton,  39,  has  organized  Llama  as 
two  sister  partnerships — one  a  con- 
ventional broker-dealer  operation,  the 
other  to  manage  portfolios  of  fixed- 
income  securities,  including  munici- 
pals and  mortgages,  for  wealthy  indi- 
viduals and  banks  running  pension 
and  profit  sharing  plans. 

She  believes  she  has  found  a  niche 
with  the  broker-dealer  operation,  un- 
derwriting debt  for  small  and  medi- 
um-size businesses,  mainly  in  north- 
west Arkansas,  that  are  too  large  for 
local  banks  but  too  small  to  interest 
big  national  firms. 

Hardly  a  passive  overseer,  Walton 
puts  in  about  60  hours  a  week.  A 
graduate  of  Trinity  University  in  San 
Antonio,  Tex.,  where  she  studied 
business,  she  briefly  worked  for  her 
father  as  a  buyer  at  Wal-Mart  in  Ben- 


Sam's  daughter  Alice  Walton 

Underwriting,  too,  can  use  360-degree  vision. 


David  Crtrt\hjw 
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12  ISSUES  OF  WORKING  WOMAN 
AT  A  SPECIAL  PRICE 

For  a  sound  investment  in  the  next  12  months  of  your  career! 
They  may  be  the  12  most  important  issues  of  your  life. 


/ery  month,  WORKING  WOMAN  examines  the  important 
jsiness  and  lifestyle  issues  which  are  crucial  to  your  continued 
iccess — getting  paid  what  you're  worth;  starting  your  own  busi- 
es; handling  stress;  managing  time,  money  and  people;  using 
>ur  influence  effectively;  balancing  career  and  family.  Complex 
id  tough  subjects,  but  each  issue  of  WORKING  WOMAN  is 
'itten  specifically  to  give  you  the  know-how  and  the  confidence 
deal  with  them. 

Why  be  without  it?  Especially  since  you  can  save  one-third  off  the 
isic  subscription  price  and  60%  off  the  annual  newsstand  cost. 
We're  making  this  reduced  price  offer  because  we  know  that  our 
*xt  12  issues  can  affect  the  next  12  months  of  your  career.  So  fill 
Jt  and  mail  the  coupon  or  order  card  to  start  your  subscription 
day! 

For  fastest  service  call  TOLL  FREE 
1-800-234-9675. 


WORKING 

\A/OJWl  AN R0  Box  10130 

W  W^^f  V  l#^l  H  Des  Moines,  IA  50340-0130 

YES!  Please  send  me  one  year  (12  issues)  of  WORKING 
WOMAN  for  just  $12.. .a  saving  of  1/3  off  the  basic  $18 
subscription  price  and  60%  off  the  annual  $30  newsstand 
cost. 

□  Payment  enclosed 

□  American  Express 

□  VISA 


Card  No- 


Ll  Bill  me 

□  Diners  Club/Carte  Blanche 

□  MasterCard 

Exp.  Date 


Signature- 
Name 


Address. 
City 


.State. 


.Zip- 


$23  outside  U.S.  and  Possessions,  payable  with  order. 
Allow  8  weeks  for  receipt  of  your  first  issue. 


MSFA4 


David  Kryszak/Black  Star 
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tonville,  Ark.  but  then  struck  out  on 
her  own.  She  worked  16  years  in  in- 
vestments, sales  and  equity  manage- 
ment at  several  major  firms,  includ- 
ing National  Bank  of  Commerce  and 
E.F.  Hutton  in  New  Orleans,  and 
more  recently  ran  the  investment  op- 
eration of  a  string  of  six  small  local 
banks  owned  by  the  Walton  family. 
Her  Llama  staff  now  numbers  11,  in- 
cluding several  regional  investment 
specialists  with  at  least  ten  years  of 
experience. 

Why  did  she  name  the  firm  "Lla- 
ma"? "He's  my  buddy,"  Alice  Walton 
says  of  LeRoy,  her  pet  llama.  "They're 
intelligent,  unique  animals  with  al- 
most 360-degree  vision.  I  like  those 
qualities  as  they  relate  to  what  we're 
trying  to  do  in  the  investment  busi- 
ness."— Kristin  Lipani 


Art  imitates  Masco 

Wall  Street  and  Main  Street  know 
Richard  Manoogian  and  his  fa- 
ther, Alex  (see  listings),  for  the  compa- 
ny they  are  principals  of,  Masco 
Corp.,  which  developed  the  one-han- 
dled Delta  faucet.  But  the  art  world 
knows  Richard  better  as  the  leading 
collector  of  19th-century  American 
paintings.  Admiring  art  experts  value 
the  Manoogian  collection,  considered 
by  many  the  most  complete  in  the 
country,  at  over  $250  million. 

Manoogian  estimates  he  has  over 
1,000  paintings.  He  keeps  the  first 
work  he  bought,  an  early  watercolor 
by  Andrew  Wyeth,  in  a  closet  at  his 
home  in  Michigan's  exclusive  Grosse 
Pointe.  He  bought  it  on  a  whim  dur- 
ing a  trip  to  New  York  in  the  late 
1960s.  He  didn't  know  much  about 
art  then.  "It's  a  very  nice  picture,  but 
it's  not  what  you  would  think  of  in 
Andrew  Wyeth,"  he  says  now.  "He's 
probably  not  wanting  to  have  it 
shown  anyway." 

Manoogian  has  built  his  collection 
with  much  the  same  aggressive  style 
and  dealmaking  talent  that  drove 
Masco  to  acquire  more  than  100  com- 
panies over  the  past  25  years.  Last 
year  he  snapped  up  George  Caleb 
Bingham's  T/je  Jolly  llatboatmen  for  a 
smooth  $6  million  (the  painting  re- 
mains at  the  National  Gallery,  where 
the  previous  owner  kept  it).  An  exte  n- 
sive  information  network  of  dea 
and  private  collectors  carefully  built 
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Masco 's  Richard  Manoogian 
Waiting  1 5  years  for  a  picture. 

up  over  the  years  brings  desirable  ob- 
jets  d'art  to  his  attention  as  soon  as 
they  become  available.  (Sometimes 
before — "I  recall  pictures  I've  worked 
on  for  10,  15  years  that  I  still  haven't 
gotten,"  he  says.) 

The  resulting  collection  is  divided 
between  his  Grosse  Pointe  home, 
Masco  headquarters,  various  muse- 
ums and  traveling  shows,  and  proba- 
bly will  never  be  under  one  roof. 
Eventually  most  of  the  works  will  go 


to  institutions,  he  says,  "to  be  enjoyed 
by  people." 

Manoogian's  drive  to  possess  the 
exceptional  has  built  a  collection  that 
by  itself  could  qualify  him  for  The 
Forbes  Four  Hundred.  Same  thing 
with  his  family  company.  Once  again, 
art  imitates  life. — Gina  Romero 


Press  lord  redux 

William  Dean  Singleton,  the  high- 
ly leveraged  Texas  acquirer  and 
publisher  of  newspapers,  is  that  in- 
dustry's favorite  bet  to  make  The 
Forbes  Four  Hundred  some  day,  or 
bust — and  quite  a  few  industry  insid-  | 
ers  are  betting  on  bust.  But  here's  one 
who  isn't:  Singleton's  little-known  si- 
lent partner  in  MediaNews  Group, 
Richard  Scudder,  75.  Some  time  back, 
Scudder  sold  a  New  Jersey  publishing 
company  for  stock  that  today  would 
put  both  him  and  his  brother  within 
an  ace  of  Four  Hundred  wealth,  had  he 
kept  it,  which  he  didn't.  He  feels  he 
has  planted  the  seeds  of  another  great 
newspaper  fortune;  Scudder's  chil- 
dren are  the  charter  investors. 

Scudder  and  Singleton  made  head- 
lines in  September  1987  when  they 
spent  a  total  $245  million  acquiring 
the  Denver  Post  and  the  Houston  Post. 
In  the  last  five  years  the  pair,  often  in 
partnership  with  Media  General 
Corp.,  have  shelled  out  over  $700  mil- 
lion to  acquire  some  50-odd  newspa- 
per properties.   "To  say  that  these 


WedktNews  Group's  Richard  Scudder 

Planting  the  seeds  one  more  time, for  the  kids. 


Juris  MardwiB 
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A  hundred  years  ago, 
people  struggled  to  hit  paydirt 


Today,  we  take  the  struggle  out. 

Finding  financial  resources  can  often  be  a  struggle  for  an  expanding  business. 
Because  without  the  right  source,  success  can  be  fleeting. 

We're  U  S  WEST  Financial  Services,  a  diversified,  $2  billion  subsidiary  of  the 
telecommunications  giant.  We  help  corporations  throughout  the  world  achieve  their 
goals  by  providing  a  wide  range  of  asset-based  lending  programs.  We  also  tailor  these 
financial  programs  to  fit  the  particular  needs  of  each  client  through  six  strategically 
located  divisions  across  the  United  States. 

Give  us  a  call  at  our  Denver  headquarters,  (303)  773-2363.  Our  offices  are  also 
located  in  New  York,  Chicago,  Kansas  City,  Los  Angeles  and  San  Francisco.  We're 
ready  to  put  our  extensive  capital  resources  and  special  expertise  to  work  for  you. 

WSWESTfinancial  services 


©1988,  U  S  WEST  Financial  Services,  Inc 
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things  have  appreciated  in  value," 
says  Scudder,  "is  an  understatement." 
Scudder  has  managed  to  turn  his  ini- 
tial $3  million  equity  investment  in 
the  deals  with  Singleton  into  $33  mil- 
lion, largely  by  getting  Virginia-based 
Media  General  to  put  up  most  of  the 
cash  for  acquisitions. 

The  funny  thing  is,  this  isn't  Scud- 
der's  first  shot  at  building  a  media 
fortune.  In  1970  Scudder  and  his 
brother  sold  two  family-owned  prop- 
erties in  New  Jersey,  the  Newark  News 
and  the  Garden  State  Paper  Co.,  to 
Media  General  for  about  $35  million 
in  stock.  They  sold  at  the  perfect 
time,  right  before  the  paper's  union 
troubles  heated  up  and  the  New- 
houses'  Newark  Star-Ledger  forged 
way  ahead.  Scudder  sat  on  the  Media 
General  board  for  several  years,  until 
he  got  restless  and  began  selling  his 
shares  to  invest  in,  among  other 
things,  California  cattle  ranches  and 
almond  groves,  before  teaming  with 
Singleton.  Had  he  held  on,  his  fami- 
ly's Media  General  stock  would  now 
be  worth  over  $430  million. 

Still,  Scudder  remains  philosophi- 
cal about  his  decision  to  sell.  "We've 
done  well  with  it,"  he  says  with  a 
laugh.  "And  the  kids  will  be  quite 
well  off."— Christopher  Palmeri 


Vrooom 

Growing  up  in  Brooklyn,  Michael 
Schudroff  spent  teenage  after- 
noons under  the  hood  of  one  car  or 
another,  dreaming  it  was  his  own 
Rolls-Royce.  Today  his  Carriage 
House  Motor  Cars,  Ltd. — with  show- 
rooms in  Manhattan  and  Greenwich, 
Conn. — has  been  the  world's  top-sell- 
ing dealer  of  Rolls-Royces  and  Bent- 
leys  four  years  running. 

Schudroff  is  not  the  kind  of  person 
you'd  expect  to  be  selling,  let  alone 
owning,  cars  priced  from  $107,000  to 
$199,500.  With  shoulder-length 
brown  hair,  he  prefers  khakis  and  Ree- 
boks  to  a  suit  and  tie.  He  speaks  pure 
Brooklynese — with  little  .ilfcctation. 
And  at  43  he's  younger  than  most  of 
his  customers. 

But  in  1971  Schudroff  open 
small  shop  on  East  73rd  Street,  restor- 
ing old   Rolls-Royces,   Bentley^    and 
other  British  cars.  Rolls'  factory 
vice  department  happened  to  be  ru 
across  the  street.  When  Schudroff  rx 


Carriage  House's  Michael  Schudroff  and  the  new  Bentley  Turbo  R 
"People  are  going  to  be  trading  in  their  Ferraris  for  this  car. 


Diane  Rubinger 


gan  outselling  the  factory,  the  compa- 
ny asked  him  to  take  on  its  franchise. 

Before  he  was  an  official  dealer, 
Schudroff,  dressed  in  jeans,  sneakers 
and  a  sweatshirt,  visited  Jack  Barclay 
Ltd.  in  London,  the  top  Rolls  and 
Bentley  seller  at  the  time.  He  was 
thrown  out  when  he  started  to  open 
the  door  of  a  Bentley  convertible.  He 
says,  grinning,  "I  said  to  myself,  'One 
day,  I'm  going  to  show  them.' ' 

If  Schudroff  has  a  magic  formula, 
it's  treating  customers — mostly  cor- 
porate heads  and  celebrities — very 
well.  If  a  car  needs  work,  he  will  send 
someone  to  pick  it  up,  be  it  in  Man- 
hattan or  Maryland.  If  one  breaks 
down,  a  mechanic  is  on  call  24  hours  a 
day,  reachable  at  a  toll-free  number. 
"And  we  never  charge  anyone  for  a  car 
wash." 

Unlike  some  of  the  other  227  Rolls 
dealers  around  the  world,  he  services 
only  Rolls-Royces  and  Bentleys.  "If 
you  put  your  mechanic  working  at 
just  one  car,  he's  going  to  be  great  at 
it,"  Schudroff  says.  "If  you  put  him 
one  day  on  a  Mercedes,  next  day  a 
BMW  and  the  next  a  Rolls,  he  won't 
be  great  at  it."  On  the  day  Forbes 
interviewed  Schudroff,  he  would  not 
let  one  of  his  salesmen  deliver  heavy- 
weight boxing  champion  Mike  Tyson 
a  new  Comiche  Convertible  until  he 
had  checked  it  out  personally. 

Schudroff,  who  drives  a  Bentley, 
epitomizes  the  new  kind  of  Rolls- 
Royce  customer — youngish  entrepre- 
s.  So,  Rolls  hopes,  does  its  new 
model,  meant  to  attract  more  of  the 

a   breed:  the  Bentley  Turbo  R,  a 


souped-up  sedan  introduced  in  the 
U.S.  in  early  September.  The  car — all 
2'/3  tons  of  it — goes  from  0  to  60mph 
in  6.7  seconds  and  races  at  135mph.  It 
retails  at  $145,000,  not  including 
sales  taxes. 

Says  Schudroff:  "People  are  going  to 
be  trading  in  their  Ferraris  and 
Porsches  for  this  car."  — Claire  Poole 


Playing  with  the  big  boys 

Michael  Lamb  is  trying  to  build  a 
business  on  the  notion  that  the 
little  guy  can  play  ball  with  the  likes 
of  Carl  Icahn,  Warren  Buffett  and  the 
Bass  brothers  simply  by  hanging  out 
with  them. 

Based  on  the  public  record  to  date, 
there  isn't  much  evidence  that  his 
theory  works,  but  Lamb  does  make  an 
interesting  case.  "There  are  very  few 
assets  that  you  and  I  can  buy  that  are 
identical,"  Lamb  says,  beginning  his 
pitch.  "You  buy  real  estate,  every 
piece  is  different.  But  you  can  buy  a 
share  of  Disney  stock  at  the  same 
price  the  Basses  bought  a  million 
shares.  You  can  follow  them." 

So  the  35-year-old  owner  of  Kansas 
City's  Wealth  Monitors  Inc.  has  a 
newsletter,  a  mutual  fund  and  a  mon- 
ey management  firm,  all  trying  to  do 
just  that. 

Isn't  it  too  late  to  buy  after  someone 
like  Icahn  has  filed  a  13-D  (the  SEC 
registration  required  of  holders  of 
more  than  5%  of  a  company)?  Yes  and 
no,  Lamb  replies.  It  generally  takes 
his  staff  a  few  days  to  pore  over  a 
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Perfectly  DesignedTo  WithstandThe 
Turbulence  Of  The  Next  twenty  Years. 

Mergers.  Labor  costs.  Fare  wars.  Fluctuating  margins. 

With  all  the  variables  facing  airlines  today,  survival  obviously 
lies  in  being  both  efficient  and  flexible. 

Two  traits  which  happen  to  perfectly  describe  Airbus 
Industrie  aircraft. 

As  a  matter  of  fact,  no  other  family  of  aircraft  has  been 
designed  to  help  airlines  adapt  so  readily— and  profitably— to  market 
needs  that  change  weekly,  if  not  daily. 

Consider,  for  example,  our  technologically  advanced 
A300-600R  widebody.  It's  big  enough  to  carry  a  full  complement  of 
business  commuters  on  heavily  traveled  routes  like  Chicago  to  L.A.  And 
yet  its  break-even  point  is  so  low,  it's  just  as  profitable  carrying  cargo  and 
fewer  passengers  on  less  developed  routes. 

Our  wide,  single-aisle  A320  is  also  multi- talented  and  even 
more  advanced.  Its  optimum  size  and  fast  turnaround  ability  make  it 
perfect  for  hub  and  spoke  routes.  But  its  transcontinental  range  also 
makes  it  a  wise  choice  for  long,  thin,  point-to-point  markets.  It  even 
offers  14%  lower  cash  operating  costs  than  comparable  aircraft. 

So  don't  let  the  next  twenty  years  toss  your  profits  around. 
Rely  on  the  efficiency  and  adaptability  of  Airbus  Industrie  aircraft. 

We  know  if  II  be  a  smoother  ride. 

AIRBUS  INDUSTRIE 

The  certain  choice  for  an  uncertain  world. 
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target  company  to  see  what  the  big 
guys  see  in  it.  In  that  time  others  will 
have  jumped  in,  Lamb  concedes.  But 
at  that  point,  he  says,  the  game  may 
be  far  from  over.  "We've  found  that 
over  80%  of  the  time  the  price  will 
swing  back  down  below  the  big  inves- 
tor's cost,"  he  says.  "If  you  know 
what  you  want  to  buy  at  what  price, 
you  simply  have  to  wait."  To  catch  up 
when  Icahn  went  after  TWA,  he  adds, 
it  took  him  1 1  months  of  waiting  be- 
fore he  bought  in.  Lamb  says  he  sold 
17  months  later  at  twice  his  invest- 
ment. Like  most  fund  managers  and 
newsletter  writers,  Lamb  doesn't 
dwell  on  his  mistakes. 

Lamb  says  he  piggybacks  on  a  select 
group  of  25  or  so  "power  investors"  in 
managing  over  $200  million  of  other 
people's  money.  He  claims  returns  of 
more  than  20%  a  year  over  the  four 
mostly  bullish  market  years  he's  been 
in  business.  The  claim  cannot  be  in- 
dependently verified,  and  such  results 
are  foreign  to  the  public  investors  in 
Lamb's  open-ended  mutual  fund.  The 
no-load  fund  debuted  in  July  of  1986 


Wealth  Monitors'  Micfxtel  Lamb 

Good  idea,  less  impressive  record. 


at  about  $9,  and  finished  1 98 7  at  $6.09 
(assuming  dividends  were  reinvested). 
Although  the  fund  is  up  12%  so  far 
this  year,  $1,000  invested  with  Lamb 
in  1986  would  be  worth  only  $779 
recently.  Not  quite  the  performance  a 
Carl  Icahn  would  be  happy  with,  and  a 
considerably  poorer  performance  than 
a  no-brainer  investment  in  the  S&.P 


500.    A   wait-and-see   policy   seems 
called  for  on  this  one. 

But  Lamb  is  undismayed.  "We've 
decided  to  stay  with  just  the  core 
group,"  he  says.  "If  they  are  making 
$500  million  investments,  I'll  guaran- 
tee you  they'll  bust  their  tails  to  make 
them  work." — Christopher  Palmeri 


Pheasntf  are-  /re^..  J 
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.  TRAINING  IS  EXPENSIVE 


Going  For  The  Gold  sounds  simple— it's  not! 

Many  young  athletes  have  the  talent  and  perseverance  to 
compete  but  can't  afford  the  training  costs. 

In  the  United  States  our  athletes  are  responsible  for  their 
own  training  without  government  help. 

The  Foundation  for  International  Ice  Skating  Advancement 
has  been  established  to  develop  outstanding  talent  and  pro- 
vide the  necessary  financial  support  through  scholarships 
and  grants. 

Under  the  direction  of  Olympic  Gold  Medalist  Robin 
Cousins,  the  Ice  Castle  International  Training  Center  located 
Lake  Arrowhead,  California  provides  a  state  of  the  art  facility 
in  an  environment  conducive  to  achieving  our  goals 

With  pride  we  all  share  the  moment  when  an  American 
athlete  receives  an  Olympic  medal.  We  must  also  share  the 
cost  to  get  them  there. 

Our  young  skaters  will  provide  the  talent,  enthusiasm, 
sweat  and  dedication. 
Your  donation  will  enable  this  dream  to  come  true! 

Contributions  and  request  for  further  information  should  be  directed  to: 

Janice  Loveland,  Executive  Director 

Foundation  for  International  Ice  Skating  Advancement 

41  945  Boardwalk,  Suite  A 

Palm  Desert.  California  92260 

Phone  (619)  341-7857  or  T -800-826-8999  California  corporation  number  1545799 

FORBES  400/OCTOBER  24,  1988 


rhe  Chinese  know  we  mean  business  China- 


ane  of  the  business  world's 


frontiers.  If  you 


Jo  business  there,  you  know  precisely  how 
lighly  our  magazine  is  regarded.  With  our  sub- 
stantial readership  of  500,000,  we  are,  very  sim- 
3ly,  China's  link  to  the  world  business  commu- 
lity.  We  are  the  international  business  handbook 
*f  top  government  and  trade  officials.  If  you  are 
considering  marketing  to  China,  consider  also 
that  for  very  low  cost  your  ad  can  run  in  Business 
Week's  International  Business  and  Management 


For  further  information  contact:  Hal  Berry  212/512-3867 


hanks  to  cautious  foreign  producers,  America's  wealthi- 
est consumers  were  not  obliged  to  struggle  as  hard  last 
year  to  maintain  their  purchasing  power. 


The  Forbes  Four  Hundred 
Cost  of  Living  Index 


By  Christie  Brown 


There  was  good  news,  of  sorts,  for  all  in  prices  this  year. 
The  Consumer  Price  Index,  the  index  to  which  most 
American  consumers  relate,  was  up  only  4.5%  at  an  annu- 
al rate  through  July,  little  changed  from  plus  4.4%  last 
year.  The  people  able  to  spend  should  have  had  it  so  good. 

Jcan-Frant^xs  AlUux 


The  Forbes  Four  Hundred  Cost  of  Living  Index  rose  10%. 
But  even  here  the  tidings  were  not  entirely  bad  when 
compared  with  last  year,  when  The  Forbes  Four  Hundred 
index  climbed  a  wallet-numbing  19%. 

Why  did  the  country's  megarich  have  to  increase  their 
disposable  incomes  by  a  relatively  minor  amount  to  main- 
tain their  purchasing  power?  To  measure  the  change  in  the 


Apparel 


Coat,  natural  Russian  sable  by  Maximilian  Fur  Co.,  N.Y. 

1976:  S40,000  1988:  $150,000  Change  1987-88:  +11% 


Dress,  Adolfo  Couture  Classic 
1976:  $950  1988:  $1,500 


Change  1987-88:  none 


Loafers,  Gucci 
1976:  $89 


1988:  $195 


Change  1987-88:  -13% 


Shirts,  1  dozen  cotton  Tumbull  &  Asser,  made  to  measure 

1976:  $448  1988:  $1,357  Change  1987-88:  +  7% 


Shoes,  men's  black  calf  wing-tip,  custom-made,  John  Lobb,  London 
1976:  $202  1988:  $1,286  Change  1987-88:  +  16% 


Educational  expenses 


School,  preparatory,  Groton,  1  -year  tuition,  room,  board 

1976:  $4,200  1988:  $13,900  Change  1987-88:  +9% 


University,  Harvard,  1-year  tuition,  room,  board,  insurance 

1976:  $5,900  1988:  $18,200  Change  1987-88:  +  10% 


Entertainment 


Catered  dinner,  for  40,  by  Ridgewells,  Inc.,  Washington,  D.C. 

(Menu:  soup,  salmon,  veal,  dessert;  wine  not  included! 

1976:  $2,200  1988:  $4,560  Change  1987-88:  +20% 


Opera,  2  season  tickets,  Metropolitan  Opera,  Saturday  night,  box 
1976:  $480  1988:  $1,764  Change  1987-88:  +3% 


Food  at  home 


Caviar,  beluga  malossol,  1  kilo  tin,  average  retail 

1976:  $283  1988:  $1,100  Change  1987-88:  +27% 


Champagne,  Dom  Pengnon,  case,  Sherry-Lehmann,  N.Y. 

1976:  $300  1988:  $695  Change  1987-88:  +9% 


Filet  mignon,  7  pounds,  Lobels,  N.Y. 
1976:  $50  1988:  $84 


Change  1987-88:  -8% 
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cost  of  being  rich,  Forbes  tracks  43  items  that  roughly 
match  the  categories  in  the  U.S.  Bureau  of  Labor  Statistics' 
larger  CPI.  Curiously,  the  best  buys  were  to  be  found  in 
luxury  imports — the  opposite  of  what  you  would  expect, 
given  the  continued  doldrums  in  the  dollar.  Six  items, 
including  Pratesi  silk  sheets  (Italy),  Purdey  shotguns  (En- 
gland) and  Loewe  suitcases  (Spain),  showed  no  price 
change  at  all.  Explanation:  There  was  widespread  fear 
abroad  that  well-heeled  Americans  would  stop  buying 
after  the  October  stock  market  crash.  Convinced  that  the 
U.S.  was  heading  for  a  recession,  foreign  manufacturers 
narrowed  margins  to  hold  down  prices  and  maintain  or- 
ders. (The  13%  drop  in  the  cost  of  Gucci  loafers  was  a 
special  case:  Gucci  had  badly  overstocked  materials  and 
was  working  them  off.) 

Among  the  made-in-America  items  in  our  index,  the 
Learjet  35A,  at  $3.8  million,  didn't  rise  a  penny  from  its 


Food  tansy  from  home 


Dinner,  La  Tour  D'Argent,  Paris;  Michelin  estimated  price 

1976:  $34  1988:  $133  Change  1987-88: +37% 


Home  furnishings 


Piano,  Steinway  &  Sons,  concert  grand,  Model  D,  ebonized 

1976:  $13,500  1988:  $43,700  Change  1987-88:  +6% 


Flowers  in  season,  arrangements  for  6  rooms,  changed  weekly,  by 

Christatos  &  Koster,  Inc.,  N.Y.,  per  month 

1976:  $1,400  1988:  $3,500  Change  1987-88:  +40% 


Sheets,  set  of  embroidered  silk,  by  Pratesi,  queen  size 

1976:  $1  218  1988:  $3,020  Change  1987-88:  none 


Silverware,  Kirk  Stieff  Co.,  Colonial  Williamsburg  Shell  pattern, 

4-piece  place  setting,  for  12 

1976:  $1,341  1988:  $3,000  Change  1987-88:  none 


Lodging  while  out  of  town 


Hotel,  2-bedroom  suite,  park  view,  The  Sherry-Netherland,  N.Y. 
1976:  $250  1988:  $700  Change  1987-88:  +6% 


Medical  care 


Face-lift,  Amer.  Acad,  of  Facial  Plastic  &  Reconstructive  Surgery 
1976:  $4,000  1988:  $6,000  Change  1987-88:  +20% 


Hospital,  VIP,  Washington  Hospital  Center,  Washington,  D.C.,  1  day 

(2  bdrms,  lvg  rm,  concierge,  security,  gourmet  meals) 

1976:  $325  1988:  $567  Change  1987-88:  +  10% 


Psychiatrist,  Upper  East  Side,  N.Y,  45  minutes,  standard  fee 

1976:  $40  1988:  $140  Change  1987-88:  none 


Personal  services 


Lawyer,  established  mid-Atlantic  firm,  partner,  estate  planning, 

average  hourly  fee 

1976:  $80  1988:  $155  Change  1987-88:  +3% 


Spa,  The  Golden  Door,  California,  basic  weekly  unit 

1976:  $1,250  1988:  $3,500  Change  1987-88:  +  17% 


Toilet  goods  and  personal  care  appliances 


Perfume,  1  oz.,  joy  by  Jean  Patou 
1976:  $100  1988:  $250 


Change  1987-88:  +9% 


Sauna,  by  Helo,  Inc.,  6x8  feet,  8-person,  cedar,  stained-glass  window 
1976:  $5,000  1988:  $8,268  Change  1987-88:  +5% 


Sporting  goods 


Motor  yacht,  Hatteras  53 

1976:  $214,700  1988:  $613,300 


Change  1987-88:  +8% 


Sailing  yacht,  Nautor's  Swan  65 
1976:  $384,300  1988:  $1,600,000 


Change  1987-88:  +  14% 


price  last  year.  (The  business  aircraft  market  is  weak.)  But 
the  Lear  is  an  exception.  Many  American  vendors  saw 
what  foreigners  did  not — that  the  U.S.  economy  and  its 
consumers  remain  strong — and  the  locals  have  more  than 
made  up  for  importers'  pricing  caution.  U.S.  plastic  sur- 
geons, for  example,  have  pushed  up  the  cost  of  staying 
youthful  via  a  face-lift  by  20%.  Filling  your  home  with 
fresh  flowers  climbed  40% .  And  the  cost  of  entertaining 
your  40  closest  friends  at  dinner  increased  20% .  In  the  art 
world,  the  Sotheby's  index  rose  39%.  Impressionist  paint- 
ings led  the  way,  with  a  65%  dollar  price  rise.  This  strong 
showing,  of  course,  reflects  the  fact  that  art  is  an  interna- 
tional commodity  for  which  America's  wealthy  must 
compete  against  their  classmates  from  other  countries 
wielding  stronger  currencies.  Should  the  dollar  substan- 
tially rally,  the  price  increases  for  many  components  of  our 
index  should  further  moderate  next  year.  ■ 


Sporting  goods 


Shotguns,  pair  of  fames  Purdey  &  Sons,  at  Griffin  &  Howe,  N.Y. 
1976:  $20,000  1988:  $70,000  Change  1987-88:  none 


Thoroughbred,  yearling,  average  price  at  Keeneland  select  sales 
1976:  $67,300  1988:  $367,800  Change  1987-88:  -1% 


Sports  facilities 


Swimming  pool,  Olympic,  standard  site 
1976:  $180,000  1988:  $505,500 


Change  1987-88:  +5% 


Tennis  court,  clay,  standard  site 
1976:  $25,000  1988:  $45,000 


Change  1987-88:  none 


Toys  and  hobbies 


Train  set,  G  gauge,  by  LGB,  FAO  Schwarz,  N.Y. 

1976:  $178  1988:  $425  Change  1987-88:  none 


Transportation,  private 


Airplane,  Learjet  35A,  standard  equipment,  certified  10  passengers 
1976:  $1,800,000  1988:  $3,800,000  Change  1987-88:  none 


Helicopter,  Sikorsky  S-76B,  full  executive  options  (introduced  1978) 
1978:  $1,300,000  1988:  $4,400,000  Change  1987-88:  +  19% 


Automobile,  Rolls-Royce  Silver  Spirit  (formerly  Silver  Shadow) 
1976:  $38,000  1988:  $117,500  Change  1987-88:  +  7% 


Transportation,  public 


Airline  ticket,  British  Airways  Concorde,  round-trip  N.Y.-London 
1976:  $1,512  1988:  $6,420  Change  1987-88:  +  7% 


Utilities  and  public  services 


Telephone  call,  10  minutes,  AT&T,  N.Y.-London 

1976:  $12  1988:  $10.54  Change  1987-88:  none 


Other  goods  and  services 


Cigars,  Cuban,  box  of  Davidoff  No.  2,  Toronto 

1976:  $146  1988:  $522  Change  1987-88:  none 


Magazine,  Forbes,  1-year  subscription 
1976:  $15  1988:  $48 


Change  1987-88:  +6% 


Suitcase,  Loewe,  black  napa  leather,  27-inch-long 

1976:  $739  1988:  $1,700  Change  1987-88:  none 


Watch,  Patek  Philippe  classic  man's  gold,  leather  strap 

1976:  $2,450  1988:  $7,150  Change  1987-88:  +  13% 


Purse,  Hermes,  "Kelly  Bag,"  calf,  10  inches 

1976:  $550  1988:  $2,350  Change  1987-88:  +9% 


Sotheby's  Art  Market  Aggregate  Index 

1976:  $111  1988:  $660  Change  1987-88:  +39% 
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Press  Clippings 


Each  October,  the  media  report  the  year  s  Forbes  Four  Hundred 
listing^  and  consider  the  relationship  of  great  wealth  to  America 
at  large-  -sometimes  with  enthusiasm,  sometimes  with  decidedly 
mixed  feelings.  Below,  a  sampling  from  the  1987  reaction. 

The  Forbes  Four  Hundred 
as  employment  guide 


When  researching  America's  best 
workplaces,  I  was  struck  with  how 
frequently  companies  considered 
good  employers  were  founded  by  peo- 
ple who  had  become  extremely 
wealthy.  Out  of  curiosity,  I  placed  a 
Forbes  Four  Hundred  list  alongside  a 
list  of  the  firms  picked  for  lhe  100  Best 
Companies  to  Work  for  in  America. 
Among  the  Forbes  Four  Hundred  are 
65  individuals  or  families  whose  for- 
tunes come  from  having  founded  or 
run  one  of  21  companies  listed  among 
the  100  Best  Seven  men  inter- 
viewed for  T\x  1(X)  Best  <  ompanies  to 
Work  for  in  America  or  this  book  show 
up  on  the  1987  ForK  Hundred 

list:  Sam  Walton,  David  I  ird,  Ew- 
mg  Kauffman,  Trammel!  n  w,  Don- 
ald Hall,  Fred  Smith,  Joh  iberg. 
Whether  these  m?n  w<  uld  like  to 
be  known  as  "nice  guy  ;  em- 
ployees consider   them       'tine   em- 
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ployers.  As  a  group,  they  refute  the 
widely  held  belief  that  the  only  way 
to  get  rich  is  to  exploit  your  employ- 
ees. They  have  taken  a  lot  of  people 
with  them  while  going  to  the  top.  .  .  . 
Without  exception,  these  men  ascribe 
their  success  largely  to  their  people- 
oriented  philosophies. 
A  Great  Place  to  Work 
Robert  Let  ering 
Random  House  1988 

"Sid,  get  the  book" 

"Ricly-"  laughed  my  stockbroker, 
when  I  suggested  that  he  was.  "You 
want  to  know  what  rich  is?  I  have 
this  one  guy,  Forbes  Four  Hundred, 
who—" 

"Wait.  You  have  a  client  who's  in 
the  Forbes  Four  Hundred?" 

"No  matter  what  stock  it  is,  practi- 
cally, he's  got  some  of  it." 

"You   have  a   client   who's  in   the 


Forbes  Four  Hundred?" 

"He's  got  so  many  stocks,  he  can't 
even  remember  them  all.  One  day, 
I  asked  him  what  he  thought  of 
Texaco." 

(This  is  how  my  broker  does  re- 
search. He  asks  his  clients  what  they 
think.  He  gets  them  to  do  research  for 
him. ) 

"How  did  you  get  a  client  like 
this?" 

"So  I  ask  him  about  Texaco  and  he 
says,  Texaco.  I  think  we  got  some  of 
that.  I  can't  remember.  Sid,  get  the 
book.'  That's  what  he  says — 'Sid,  get 
the  book.'  So  Sid  comes  over  with  the 
book  and  the  guy  goes,  'Texaco,  Texa- 
co'— you  know,  paging  through  it. 
'Oh,  yeah.  We  got  15,000.'  Can  you 
imagine  not  remembering  you  had 
15,000  shares  of  Texaco?  That's  rich.  I 
love  it — 'Sid,  get  the  book.'  " 
Andrew  Tobias 
Playboy,  October  1987 

Flash:  Harold's  okay 

Don't  send  your  spare  change  to  Har- 
old Simmons.  The  Dallas  investor  is 
in  good  financial  condition.  He  is  only 
suffering  from  a  bruised  ego  after  be- 
ing left  off  a  recent  Forbes  magazine 
listing  of  U.S.  billionaires  [July  25J. 

"Since  your  last  issue  about  billion- 
aires omitted  my  name,  I  have  been 
embarrassingly  besieged  by  calls  from 
friends  wanting  to  know  what  finan 
cial  catastrophe  has  befallen  me,' 
complained  Simmons,  a  Dallas  entre- 
preneur, in  a  letter  to  the  editor.  . 

Then  Simmons  .  .  .  detailed  why 
his  feelings  were  hurt.  [A  list  of  Sim 
mons'  assets  followed.]  Surely,  Sim- 
mons suggested,  all  that  puts  him  in 
the  company  of  the  Forbes  Texas 
line-up,  which  includes  Dallasites  H. 
Ross  Perot  and  Margaret  Hunt  Hill, 
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Robert,    Sid   and   Lee   Bass   of   Fort 
Worth;    and    the    Cullen    family    of 
Houston.  [See  listings — Ed.] 
Dallas  Times  Herald 

Forbes  Four  Hundred 
as  marriage  guide 

I  have  spent  a  productive  morning 
going  through  the  Forbes  Four  Hun- 
dred list.  Wouldn't  it  be  nice  if,  in  the 
index,  the  magazine  also  listed 
whether  people  are  single? 

.  .  .  Forbes  does  give  us  a  little  help 
with  "44  men  and  30  women  are  un- 
married." But,  Malcolm,  dear,  it  does 
take  a  long  time  to  find  the  44.  .  .  . 

The  Gettys  are  in  the  Social  Regis- 
ter, but — now  this  is  serious — there 
are  only  three  billionaires  (one  is  Mar- 
got's  adorable  uncle,  Henry  Hillman 
of  Pittsburgh;  David  Rockefeller 
would  have  made  it  four,  but  for  some 
reason  his  name  isn't  in  the  register) 
who  made  the  Four  Hundred  and  the 
Social  Register.  Democracy  works. 
Money  and  blue  blood  aren't  neces- 
sarily intermingled;  no  longer  can  we 
be  sure  that  the  right  clubs  are  the 
right  clubs. 

It  doesn't  mean  that  those  with 
tons  of  money  can't  make  the  Social 
Register.  The  easiest  way  is  to  marry 
someone  who's  in  it.  Like  me.  .  .  . 

A  lot  of  the  boys  without  the  blue 
blood  can  be  fun  and  so  macho.  Actu- 
ally, at  dinner  at  the  Gettys  I've  met 
four  of  the  top  billionaires — Kluge, 
Petrie  (his  son,  Bernard,  lives  on  Rus- 
sian Hill),  Taubman  and  Perot,  who  is 
really  adorable  (his  wife  has  gorgeous 
diamonds).  A  lot  of  them  are  no-fuss, 
solid  and  have  old-fashioned  ideals. 
Dynamic  Al  Taubman,  for  example, 
is  married  to  a  former  Miss  Israel  and 
owns  Sotheby's. 
Muffie's  Diary 
San  Francisco  Chronicle 

Forbes  Four  Hundred  as  inspiration 

Says  humorist  Robert  Orben:  "Every 
morning  I  get  up  and  look  through  the 
Forbes  list  of  the  richest  people  in 
America.  If  I'm  not  there,  I  go  to 
work." 
Reader's  Digest 

Forbes  Four  Hundred  as  sports  page 

It  is  interesting  to  consider  [the  pro- 
fessional football  strike].  .  .  . 

Some  time  ago,  Forbes  magazine 
ran  a  list  of  the  400  richest  men  in 
America.  On  it  were  some  familiar 
names.  Jack  Kent  Cooke,  owner  of 
the  Washington  Redskins  .  .  .  Bum 
Bright,  owner  of  the  Dallas  Cow- 
boys ...  the  Detroit  Lions'  William 
Clay  Ford ...  the  New  York  Jets' 
Leon  Hess  ...  the  Kansas  City  Chiefs' 
Lamar  Hunt ...  the  Tampa  Bay  Buc- 
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caneers'  Hugh  Culverhouse  .  .  .  the 
San  Diego  Chargers'  Alex  Span- 
os  .  .  .  the  Minnesota  Vikings'  Irwin 
Jacobs  .  .  .  the  father  of  the  San  Fran- 
cisco 49ers'  Edward  DeBartolo.  .  .  . 

So  what  those  polls  show  is  a  fasci- 
nating phenomenon.  The  American 
people,  most  of  them  wage-earners 
themselves,  are  siding  with  28  mil- 
lionaires, among  them  some  of  the 
richest  men  in  America,  against  1,300 
guys  who  work  for  a  living. 
Chicago  Sun-Times 

Stories  we've  heard  before 

Some  of  the  super  rich  listed  in 
Forbes  are  calling  the  magazine's  re- 
port of  their  wealth  "absolutely  as- 
tounding." None  of  the  multimulti- 
millionaires  we  contacted  like  to  dis- 
cuss their  wealth  and  spoke  only  on 
the  promise  of  anonymity.  One  of  the 
rich  and  famous  declared,  "The  maga- 
zine assumed  I  owned  all  the  property 
and  companies  they  listed,  but  in 
most  cases  I  own  only  a  percentage. 
Hence  their  figure  was  far  off  base." 
Another  declared,  "Forbes  just  ig- 
nored what  the  debit  side  of  my  hold- 
ings are.  The  fact  is  I  owe  a  fortune  on 
these  holdings."  (P.S. — Hold  the 
tears.) 
Irv  Kupcinet 
Chicago  Sun-Times 

Reason  to  buy  five  lottery  tickets 

"Lottery  fever"  was  sweeping  Penn- 
sylvania last  week  as  the  thought  of 
perhaps  being  the  sole  holder  of  a  $46 
million  winning  Super  7  ticket  moti- 
vated many  through  the  drudgery  of 
another  work  week. 

Now  consider  this — one  would 
have  to  win  five  such  $46  million 
jackpots  to  even  get  within  striking 
distance  of  the  bottom  of  Forbes  mag- 
azine's just-released  listing  of  the  400 
richest  people  in  America. 

And,  of  course,  since  the  Pennsyl- 
vania lottery  payoffs  are  in  annual 
installments  stretched  out  over  a 
number  of  years — which  probably  ex- 
plains why  none  of  America's  wealth- 
iest citizens  gained  their  fortune 
through  the  lottery — the  dream  of  the 
Forbes  Four  Hundred  becomes  even 
more  distant. 
Pittsburgh  Business  Times-Journal 

High  jump 

Forbes  magazine  .  .  .  came  up  with  49 
billionaires.  That's  billion  with  a  "b" 
as  in  bountiful. 

USA  Today  figured  a  billion  $1  bills 
stacked  would  reach  123  miles  into 
the  sky.  Top  man  Sam  Moore  Wal- 
ton's personal  pile  of  $8.5  billion 
would  tower  1,045  miles. 
Chicago  Tribune 


Forbes  Four  Hundred 
and  relativity  theory 

The  middle  market  means  something 
different  to  nearly  every  bank.  ...  To 
the  big  banks,  the  middle  market  in- 
cludes any  company  that  is  not  quite 
Fortune  500  and  individuals  who 
have  inherited  Forbes  Four  Hundred- 
type  fortunes.  At  smaller  banks,  ordi- 
nary doctors  and  lawyers  might 
qualify. 
Los  Angeles  Business  Journal 

We  knew  it  was  something 

Number  one  is  Wal-Mart's  Sam  Wal- 
ton, whose  assets  doubled  to  $8.5  bil- 
lion last  year.  Now  where  does  that 
leave  the  rest  of  us?  Well,  when  Wal- 
ton was  a  kid,  he  worked  for  J.C.  Pen- 
ney at  $85  a  month.  The  difference  is 
he  didn't  stay  at  that  salary. 
WWSB-TV  (ABC)  Channel  40 
Sarasota,  Fla. 

Flash:  Reading  not  worth  $7.48 
Just  before  the  stock  market  crashed, 
Forbes  magazine  announced  that  the 
number  of  billionaires  in  America  had 
doubled  in  the  past  year.  Just  before 
the  market  crashed,  Shasta  County 
[Calif.]  closed  its  entire  10-branch  li- 
brary system  for  lack  of  money. 

Is  there  any  question  that  some- 
thing had  gone  askew  in  America? 

During  the  past  year,  the  combined 
net  worth  of  Forbes'  400  richest 
Americans  increased  by  $64  billion  to 
$220  billion.  Shasta  County,  popula- 
tion 133,752,  lost  its  library  for  want 
of  $1  million  [which  works  out  to 
$7.48  per  person  in  Shasta — Ed.]. 
Los  Angeles  Times 

Not  even  the  Forbes  400,000? 

Forbes  magazine  published  the 
names  of  the  400  wealthiest  people  in 
the  U.S.  It  reported  the  average  age  of 
the  400  is  62.9  years.  At  the  end  of 
this  month  I  will  be  62.9  years.  Not 
only  am  I  not  a  member  of  Forbes 
Four  Hundred  but  I  would  not  be  eligi- 
ble to  be  among  Forbes  4,000  or 
Forbes  400,000  or  Forbes  4,000,000. 
Don't  sit  there  and  commiserate  with 
a  long  sigh  of  "Awwwwwww." 

Just    send    in    your    subscription 
check  so  that  I  can  begin  to  move  up 
in  the  standings. 
Bugle 
Niles,  III. 

Relativity,  part  two 

William  C.  Ford,  of  the  auto  fami- 
ly ..  .  owns  the  Detroit  Lions  and  has 
a  bundle  estimated  at  $900  million. 

Those  kinds  of  numbers  are  hard  for 
most  of  us  to  comprehend.  But  to 
bring  it  into  perspective,  figure  it 
this  way: 
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ARETHA  FRANKLIN 
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Even  our  readers  are  a  surprise.  Our  average  reader  is  28  and  single,  has  an  income  of  over  $61,000, 
and  passes  Interview  on  to  at  'east  four  friends.  * 

This  represents  a  lot  of  buying  power  per  single  copy:  over  $300,000,  or  almost  $50  billion  per  issue.*  * 

19  East  32nd  Street    New  York,  New  York  10016    (212)  685-1800    FAX  (212)  689-5127 
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'  Reader  Survey  conducted  by  Mark  Dements  Research,  Inc.,  1987 
'  Audit  Bureau  of  Circulations  average  paid  circulation,  12  31  87. 


If  Ford  invested  his  $900  million  in 
nice,  safe  CDs  or  government  bonds 
at  the  going  rate  of  about  8%,  he'd 
earn  about  $72  million  a  year  in 
interest. 

Then  if  he  invested  that  $72  million 
the  same  way,  he'd  get  about  $5  mil- 
lion or  $6  million  in  interest. 

If  he  did  the  same  thing  with  his  $5 
million  or  $6  million,  he'd  pick  up 
another  $400,000. 

And  with  that  $400,000— the  inter- 
est on  the  interest  on  the  interest  of 
his  fortune — he  could  hire  some 
huge,  All-Pro  palooka  to  body  slam  a 
quarterback. 

For  that  matter,  he  could  invest 
that  final  $400,000,  and  the  interest 
on  the  interest  on  the  interest  on  the 
interest  would  bring  in  $32,000 — 
which  would  satisfy  the  majority  of 
American  families. 
Mike  Royko 
Chicago  Tribune 

Now,  for  the  next  list . . . 

I  think  I've  finally  had  it  with  all 
these  wealth  lists. 

For  years,  the  Forbes  issue  featur- 
ing the  400  richest  people  in  America 
has  made  millions  of  us  feel  poor,  but 
that  was  almost  acceptable. 

The  business  press,  after  all,  always 
has  been  quite  good  at  convincing  the 
average  well-heeled  reader  that  he  or 
she  is  a  have-not,  and  this  has  helped 
make  the  country  strong. 

In  September,  however,  things  got 
out  of  hand  when  both  Forbes  and 
Fortune,  in  a  fit  of  unprecedented  syn- 
chronized pandering,  issued  special 
reports  about  the  richest  people  any- 
where, not  just  in  the  U.S. 

Only  billionaires  were  deemed  wor- 
thy of  inclusion.  I,  naturally,  read 
every  word  and  was  thoroughly 
appalled. . .  . 

Do  such  lists  contribute  much  to 
the  well-being  of  society?  (Whenever 
columnists  ask  such  a  question,  of 
course,  the  answer  is  "No."  Colum- 
nists rarely  think  anything  contri- 
butes much  to  the  well-being  of 
society.) 

If  we're  agreed,  then,  that  the  an- 
swer is  "No,"  are  there  any  lists  that 
business  magazines  could  compile 
that  readers  might  prefer  to  see? 

For  starters,  how  about  a  list  of  the 
people  who  lost  the  most  money  last 
year?  Such  a  ranking  would  make 
readers  feel  much  better  about  any 
unfortunate  investments  they  made 
over  the  prior  year. 

Next  would  be  a  list  of  the  heirs 
who    squandered    their    wealth    the 
fastest.  .  .  . 
77*?  Light 
San  Antonio,  Tex. 


FORBES  400/OCTOBER  24,  1988 


Ask  us  about  the 
number  one  no-load 
fund  in  the  country 

the  last  15  years^ 

One  Twentieth  Century  fund  has  been  rated  the  number  one 
no-load  fund  in  the  country  for  the  15-year  period  ending 
June  30, 1988.  To  learn  more  about  this  outstanding  fund, 
call  us  toll-free  for  a  Prospectus.  Please  read  it  carefully 
before  investing. 

1-800-345-2021  ext.405 


v        y® 

*For  the  15-year  period  ending  June  30, 1988, 
as  ranked  by  Lipper  Analytical  Services,  Inc. 
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Past  results  do  not  predict  future  performance. 

INVE    STORS 

P.O.  Box  419200,  Kansas  City,  MO    64141-6200 
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Things 
You  Can  Do  About 
Death  &  Taxes 

1.  Build  a  living  legacy  for 
you  &  your  family. 

2.  Realize  immediate  and  long-term 
tax  advantages. 

3.  Create  your  own  personal 
sense  of  philanthropy. 

Form  your  own  charitable  foundation. 

Ifs  as  easy  as  1,  2, 3> 

To  learn  how,  contact  Leslie  Miller  at  202-466-6512, 
^0  or  write: 

Vff  COUNCIL  ON  FOUNDATIONS 


1828  L  Street,  N.W,  Suite  1200,  Washington,  DC.     20036 
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oroup  figures 

1st  half  1988 

1st  half  1987 

Change 

Sales 

DM21,381 
million 

DM19,481 
million 

+    9.8% 

Net  income 

DM335 
million 

DM304 
million 

+  10.2% 

Capitol 
spending  for 
fixed  assets 

DM1,236 
million 

DM913 
million 

+  35.4% 

Employees 

83,830 
(June  30) 

74,130 
(Dec.  31) 

+  13.1% 

German  corporation  with  the  largest 
shareholder  base 

VEBA  is  wholly  in  private  hands:  The  capital  stock  is  owned  b> 
600,000  shareholders,  90%  of  them  small  investors. 

Profits  again  markedly  improved 

Compared  with  the  1st  half  of  1987,  the  Group's  net  income  ros 
by  10%.  The  deciding  factor  was  the  continuing  improvement  ii 
profits  in  the  chemical  sector.  Hiils  Troisdorf  AG,  which  carrie 
on  the  chemical  and  plastics  activities  of  Dynamit  Nobel  AC 
taken  over  on  January  1, 1988,  was  consolidated  for  the  first  time 
Assuming  that  the  development  remains  positive,  profits  ar 
expected  to  at  least  match  the  previous  year's  good  level.  Ou 
shareholders  will  receive  a  fair  share  of  these  profits. 

Chemicals  rising,  electricity  and  trade 
gratifying 

Once  again,  PREUSSENELEKTRA  and  VEBA  KRAFT 
WERKE  RUHR  made  a  sizeable  contribution  to  profits.  VEB^ 
OEL  succeeded  in  improving  its  results  compared  with  th 
same  period  last  year.  Norddeutsche  Faserwerke  was  sold  as  d 
July  1,  1988.  HULS  is  participating  to  the  full  in  the  favourable 
situation  of  the  chemical  industry.  The  utilization  of  producrio 
facilities  was  again  increased  by  comparison  with  th| 
same  period  last  year.  The  trading  companies  STINNES  an 
RAAB  KARCHER  further  expanded  their  market  positions. 

Continued  high  volume  investment 

In  addition  to  the  electricity  division,  the  chemical  divisio 
is  the  main  target  for  capital  spending.  A  total  volume  c 
DM  20  billion  is  planned  for  the  next  five  years. 


ELECTRICITY 
OIL 
CHEMICALS 
TRADING ANDTRANl  ^ORTATION 


.mid  like  to  know  more  abou        '  A,  ask  tor  our  reports:  VERA  AG,  Kari-Arnold-Platz  3,  D-4000  Diisseldorf  30,  West  Germai 
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MONEY  &  INVESTMENTS 


By  Ben  Weberman 


If  you  re  even  a  moderately  well  paid 
executive,  you  may  be  worth  $1  million 
on  retirement.  But  that  doesn  't  mean  you 
can  forget  about  money  worries. 

POOR 
MILLIONAIRES 


ed  5%  inflation,  and  what  you  have 
is  maybe  $20,000  a  year  to  spend,  if 
you  don't  want  to  dip  into  principal. 
Dipping  into  principal  is  okay  if  you 
know  exactly  how  long  you're  going 
to  live,  but  not  many  people  do. 

There  are  ways  to  get  more  than 
9%  from  an  investment,  but  they 
are  risky,  and  if  this  is  your  last  $1 
million,  you  shouldn't  be  taking 
risks.  Money  for  retirement  should 
not  go  into  high-risk  investments — 
junk  bonds,  coins,  gems  or  specula- 
tive stocks — even  though  the  payoff 
could  be  large. 

There  are  also  ways  to  make  a  9% 
investment  look  like  it's  paying  a 
lot  more  than  9%.  Various  mort- 
gage-security funds,  for  instance, 
are  set  up  this  way.  But  when  you 
sort  out  the  complicated  arithmetic 
you  find  that  you  are  just  getting 
9%  plus  a  return  of  principal. 

The  foregoing  is  not  a  plea  for 
making  millionaire  retirees  eligible 
for  food  stamps.  It's  only  a  reminder 
that  $1  million  isn't  a  lot  when 
measured  by  its  income-producing 
power,  which  is  something  like  2% 
after  inflation  and  taxes. 

Inflation  cannot  be  ignored  in  any 
retiree's  or  future  retiree's  calcula- 
tions. Suppose  you  are  just  starting 
a  lifetime  of  retirement  savings.  Put 
away  $25  a  week  starting  at  age  25 
and,  assuming  a  constant  9%  return 
on  long  Treasurys,  in  40  years  you'll 
have  $487,000,  assuming  the  saving 
is  done  within  a  tax-free  account 
like  a  401(K)  thnft  plan.  Sounds 
great.  But  the  power  of  compound- 
ing applies  to  inflation,  too.  if  infla- 
tion averages  5%,  the  dollar  of  the 
year  2028  will  be  worth  only  14  of 
today's  cents. 

Now  let's  assume  the  expected 
life  span  of  you  and  your  cobenefi- 


A  million  dollars  isn't  what  it  used 
to  be.  Far  from  putting  you  on  The 
Four  Hundred,  it  may  not  be  enough 
for  you  to  retire  comfortably. 

Suppose  you  spent  your  career  as 
a  manager,  middle-  or  upper-mid- 
dle, making  $80,000  a  year  at  the 
end.  You  just  retired  at  age  65.  Your 
suburban  home,  mortgage  paid  off, 
may  be  worth  $300,000.  The  right 
you  and  your  spouse  have  to  receive 
Social  Security  benefits  over  the 
next  25  years  is  worth  something 
like  $200,000.  Then,  if  you  have  a 
halfway  decent  corporate  pension, 
plus  some  savings,  thrift  plan  mon- 
ey and  other  financial  assets,  your 
total  net  worth  could  easily  top  $1 
million. 

But  you  wouldn't  be  rich.  Imagine 
that  you  could  cash  out  of  Social 
Security  and- the  pension  plan,  sell 
the  house  and  put  your  entire  net 
worth  into  a  single,  conservative 
trust  fund.  What  kind  of  spendable 
income  would  it  throw  off? 

Long  Treasurys  are  paying  9%. 
With  semiannual  compounding,  $1 
million  would  generate  $92,000  a 
year.  After  federal  taxes  you  might 
have  $70,000  left.  Plow  back  5%  a 
year,  or  $50,000,  to  maintain  the 
value  of  the  trust  against  anticipat- 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


ciary  is  almost  25  years,  and  so  you 
only  have  to  withdraw  from  your 
account  at  a  little  over  4%  a  year. 
That  would  be  roughly  the  real  re- 
turn on  your  Treasury  bonds.  After 
taxes,  your  retirement  pot  might 
yield  about  $21,000  a  year — which 
would  have  the  purchasing  power  of 
only  $3,000  in  today's  money. 

In  short,  if  you  start  out  at  $25  a 
week,  you'd  better  increase  your 
contribution  as  the  years  go  by. 

Such  a  savings  program  demands 
discipline.  It  demands  a  commit- 
ment that  too  few  younger  persons 
are  willing  to  undertake,  when  the 
cash  is  short  today  and  retirement  is 
so  far  down  the  road.  Nonetheless, 
any  employee  who  doesn't  have  a 
rich  uncle  should,  at  a  minimum, 
take  full  advantage  of  the  profit 
sharing  thrift  plan  his  company  of- 
fers, especially  a  401  (K),  which 
builds  savings  without  immediate 
taxes.  If  they  let  you  chip  in  up  to 
10%  of  your  salary,  chip  in  10%,  up 
to  the  ceiling  permitted  in  the  tax 
law  (currently,  $7,300  a  year). 

When  you're  40,  about  60%  of 
your  new  savings  should  go  into 
bonds  and  40%  into  conservative 
stocks.  If  you're  60,  think  more  in 
terms  of  a  75%  or  80%  allocation 
for  fixed-income  securities  and  the 
balance  for  equities. 

As  important  as  it  is  to  start  a 
retirement  program  early,  it  is  ur- 
gent to  think  about  conversion  of 
the  savings  portfolio  to  a  retirement 
portfolio.  Tax  angles  become  very 
important,  especially  for  someone 
with  a  combined  $750,000  or  more 
in  all  thrift,  IRA  and  Keogh  plans. 
The  Forbes  Money  Guide  (June  27) 
outlines  the  rules,  but  in  the  end 
you  will  almost  certainly  need  to 
hire  an  expert  to  help  make  the  de- 
cision. John  L.  Steffens,  president  of 
Merrill  Lynch  Consumer  Markets, 
says  that  most  people  will  be  better 
off  with  the  IRA  rollover.  But  Lo- 
raine  Tsavaris,  vice  president  at 
U.S.  Trust,  says  high-bracket  savers 
should  crunch  the  numbers,  paying 
particular  attention  to  the  new 
"excise"  tax  on  large  distributions 
from  tax-deferred  plans. 

If  you  do  take  the  lump  sum  and 
pay  tax  immediately,  what's  left 
should  probably  go  into  municipal 
bonds,  which  are  still  a  bargain  on 
maturities  of  seven  years  or  longer. 
If  you  keep  the  money  in  a  tax- 
sheltered  IRA,  a  portfolio  of  U.S. 
Treasurys,  with  maturities  stag- 
gered over  the  next  20  years,  would 
be  in  order.  ■ 


lifflimTiTTfr'  "•- 


413 


The  Contrarian 


MONEY  &  INVESTMENTS 


By  David  Dreman 


It's  not  easy  to  hold  on  to  a  fortune  once 
you  have  amassed  it,  but  it  can  be  done. 
Here  are  a  few  suggestions. 

DISSIPATION 
OF  WEALTH 


lowed  the  wealth  to  be  created  in 
the  first  place  often  makes  the  same 
business  obsolescent  as  new  indus- 
tries and  services  supersede  it. 
Thus,  canal  bonds  and  stocks  were 
great  investments  in  the  18th  and 
early  19th  centuries  until  the  rail- 
roads came  along.  And  so  it  goes. 

The  first  lesson  in  the  preserva- 
tion of  capital,  then,  is  to  move  as 
much  as  you  can  from  the  original 
source  over  time  and  put  the  funds 
into  a  variety  of  good  investments. 

The  second  important  step  is  to 
find  a  first-rate  financial  adviser  and 
get  his  or  her  assistance  for  tax  plan- 
ning and  investment  strategies  for 
your  heirs.  The  classic  story  of  cre- 
ating an  empire  through  a  brilliant 
will  and  excellent  executors  is  that 
of  William  Randolph  Hearst 
(Forbes,  Dec  14.  1987).  After  his 
death  the  fortune  multiplied  many 
times.  While  tew  have  the  foresight 
of  Hearst,  you  can  certainly  find 
good  people  and  leave  them  with 
well-defined  guidelines  to  manage 
your  estate. 

One  of  the  things  not  to  do  is 
make  your  friend,  "Good  Old  Har- 
ry," down  at  the  trust  department  of 
the  local  bank,  your  executor.  It  is 
invariably  the  popular  thing  to  do, 
hut  it  is  just  as  invariably  wrong. 

Thus,  Harry  was  likely  to  buy 
low-yielding  government  bonds  in 
the  Forties  and  Fifties,  because  they 
had  been  absolutely  safe  for  genera- 
tions, only  to  see  inflation,  much 
higher  interest  rates  and  taxes  dissi- 
pate most  of  the  capital.  Harry  also 
liked  to  buy  the  trendy  one-decision 
stocks  in  1971-72  or  1980-82  with 
P/Es  of  up  to  100  times  earnings,  or 
to  be  heavily  invested  in  stocks  last 
vc.ii  because  all  the  other  "good  old 
boys"  also  believed  it  prudent,  re- 


We  all  get  unlimited  advice  on  how 
to  make  our  fortunes,  but  very  little 
is  written  about  how  to  hang  on  to 
your  nest  egg  once  it's  built. 

To  see  how  tough  it  is  to  preserve 
capital,  look  back  on  the  first  Rich 
List,  compiled  by  B.C.  Forbes  back 
in  1918  (Forbes,  October  1983).  To- 
day only  six  or  seven  of  the  original 
families  are  still  there.  Guess  how 
many  of  the  thousand  wealthiest 
New  York  families  that  made  the 
1845  Rich  List  of  Yale  Moses  Beach 
are  left  today?  If  you  guessed  none, 
you  are  right. 

Is  there  a  way  to  protect  your  cap- 
ital over  time,  given  the  nature  of 
the  problem?  Like  most  investment 
questions,  there  is  no  quick  fix,  but 
there  arc  a  number  of  steps  that  you 
can  take  that  should  help  preserve 
your  net  worth 

The  most  important  is  to  diversi- 
fy your  assets.  Large  numbers  of 
people  who  have  inherited  wealth 
have  left  a  good  part  or  most  of  it  in 
the  business  that  built  the  fortune 
through  loyalty,  guilt  or  the  belief 
that  it  would  continue  to  grow. 
Trouble  is  that  the  very  dynamics  of 
change    in    our   economy    that    al- 

ikirul  Dreman  b  managing  director  of 
Dreman  Value  Management  (nt  .  Invest 
ment  Counsel,  Neu   York,  and  author  of 
i  Investment  Strategy 


suiting  in  the  immolation  of  anoth- 
er good  part  of  their  clients'  capital. 

My  advice  is  not  to  lock  yourself 
into  a  bank  trust  department.  Their 
long-term  record  for  managing 
money  is  mediocre.  Rather,  find  a 
good  executor  (or  executors)  and 
plan  a  solid  strategy  for  the  future. 

As  you  move  money  out  of  your 
major  business,  it  is  important  to 
have  a  good  diversification  plan  and 
to  stick  to  it.  An  important  idea  is 
to  treat  your  capital  as  a  major  pen- 
sion fund  would,  planning  out  30  or 
even  40  years.  It's  not  nearly  as 
complicated  as  it  sounds.  Pension 
plan  sponsors  have  become  very  so- 
phisticated in  recent  years  and  real- 
ize that  to  keep  increasing  assets 
they  need  the  compounding  of  in- 
terest and  dividends,  they  need  to 
know  the  long-term  rates  of  return 
of  stocks,  bonds,  real  estate  and  oth- 
er assets,  and  then  they  must 
choose  a  diversified  portfolio  mix. 
Most  important,  once  pension  fund 
goals  are  set,  they  do  not  change  the 
asset  mix  because  stocks  or  bonds 
are  doing  better  or  worse  for  short 
periods  of  time.  Rather,  they  stick 
to  their  original  goals,  knowing  that 
over  time  the  rates  of  return  and  the 
fruits  of  diversification  will  pay  off. 

If,  for  example,  you  set  an  asset 
mix  of  50%  blue-chip  stocks,  45% 
bonds  (or  part  of  the  bond  sector  in 
good,  income-producing  real  estate) 
and  5%  in  precious  metals  as  an 
inflation  hedge,  stick  to  it.  I  believe 
as  much  money  has  been  lost  by  the 
Good  Old  Harrys'  following  the  lat- 
est sure  thing  as  has  been  paid  out 
in  estate  taxes  over  the  years. 

For  the  equity  portion  of  your 
portfolio  here  are  two  stocks  I 
would  look  at  today. 

lord  (51).  If  a  company  has  in- 
creased earnings  for  five  consecu- 
tive years  and  this  year  should  be 
350%  above  peak  income  of  a  de- 
cade ago,  and  it  has  a  25% -plus  re- 
turn on  capital,  what  is  it  worth?  If 
it's  an  auto  company,  the  market 
says  under  five  times  earnings. 
With  record  earnings  likely  this 
year  and  only  a  small  decline  ex- 
pected in  1989,  Ford  appears  ex- 
tremely undervalued.  The  stock 
currently  yields  4.7%,  and  the  divi- 
dend will  probably  be  hiked  again  in 
the  first  part  of  1989. 

I'fizcr  (54),  a  leading  pharmaceuti- 
cal, should  show  earnings  growth  of 
15%  this  year  and  continue  gains  of 
over  10%  for  the  next  several  years 
at  the  least.  Pfizer  trades  at  a  P/E  of 
12  and  yields  3.7%.  ■ 
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WHAT'S  THE  FUTURE  OF  THE  DOW? 


MMI 


The  Stock  Index  Future 
That  Best  Tracks  The  Dow. 

If  you  have  an  opinion  about  the  Dow; 
the  Major  Market  Index  can  help  you 
profit  from  it.  Because  it's  specifically 
designed  to  track  the  Dow  Jones  Indus- 
trial Average?  the  barometer  of  the 
market  used  by  most  investors.  This 
ability  to  consistently  track  the  Dow  in 
any  market  condition  makes  the  MMI 
easy  to  understand,  explain  and  follow. 
And  it's  the  only  index  based  on  20 
leading  Blue  Chip  companies  every 
investor  knows.  Look  into  the  MMI 
(Ticker  Symbol:  BC).  And  discover  the 
unique  opportunities  it  offers  in  the 
Blue  Chip  Sector. 

For  your  free  study  on  MMI  Trading 
Strategies  or  other  literature,  Call 
1-800-THE-CBOT,  ext.  2500. 


Chicago  Board  of  Trade 


•DOW  JONES  INDUSTRIAL  A\  ERAGK 
is  a  registered  trademark  of 
Dow  Jones  &  Company.  Inc. 


Stock  Trends 


MONEY  &  INVESTMENTS 


The  rich  have  enough  money  to  want 
more  than  money  from  their  investments. 

PICKY,  PICKY 
RICH  PICKS 


By  Ann  C.  Brown 


Not  only  arc  the  rich  very  different 
from  thee  and  me,  they  are  very, 
very  different  from  one  another. 
Over  the  years,  I  have  worked  with 
the  glitzy  rich,  the  reclusive  rich, 
the  self-made  rich,  the  trust-fund 
rich,  the  hippy  rich,  the  dippy  rich, 
the  tightfisted  rich,  the  frightened 
rich,  the  guilty  rich  and  the  "make- 
me-rich-richcr-nchest"  rich,  to 
name  a  few  extremes.  Each  of  these 
affluents  has  his  or  her  unique  set  of 
investment  preferences,  and  those 
of  us  in  the  custom  portfolio  busi- 
ness quickly  learn  to  tailor  our  se- 
lections to  fit  temperaments  as  well 
as  financial  needs  and  objectives 

The  rich  have  enough  money  to 
want  more  than  money  from  their 
investments.  I  have  advised  heavy 
metal  rock  stars  who  want  safety 
and  low  risk,  elderly  widows  eager 
tor  excitement  and  trading  action, 
and  old-money  heirs  pursuing  new 
issues,  new  concepts,  new  products. 
Some  of  the  rich  seek  peace  of  mind. 
Others  are  only  happy  when  they 
worry.  Some  delight  in  researching 
their  own  ideas.  Moie  leave  the 
driving  to  us,  once  they  know  their 
car  is  headed  in  the  right  direction. 

I  have  counseled  business  i  xecu- 
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tives  who  wouldn't  touch  a  compe- 
titor's stock,  physicians  who  are  ad- 
dicted to  drug  companies,  and  law- 
yers who  shun  firms  involved  in 
serious  litigation.  I've  met  the  rich 
who  buy  stock  in  companies  be- 
cause their  dog  likes  the  food  or 
because  their  grandniece's  husband 
joined  the  training  program  or  be- 
cause the  company  is  very  support- 
ive of  charitable  causes.  I've  been 
told  not  to  invest  in  companies  do- 
ing business  in  South  Africa.  Or  not 
to  buy  stock  of  companies  involved 
in  the  manufacture  and/or  distribu- 
tion of  tobacco  or  alcohol  prod- 
ucts— or  the  instruments  of  war. 

Because  of  my  clients'  many  and 
varied  stock  interests,  I  am  cease- 
lessly combing  the  market  for  all 
kinds  of  buys.  For  example,  the  Limit- 
ed. I nc  [23]  appeals  to  the  bargain- 
conscious  rich.  According  to  haute 
couture  sources  in  haute  places,  the 
new,  less  radical  fashions  are  being 
bought  briskly  after  last  year's 
skimpy-skirt  strike.  LTD  is  selling 
at  less  than  half  its  last  year's  high 
of  $53  per  share,  and  earnings  could 
grow  20%  to  25%  annually  for  the 
next  several  years.  Estimated  earn 
mgs  per  share  for  fiscal  1989  (ending 
January  1990)  arc  $1.75,  up  from  an 
expected  $1.15  to  $1.25  this  year. 

Then  there  are  the  wealthy  who 
are  looking  for  high  income  from 
their  abundant  assets.  While  direct 
ownership  of  bonds  is  the  usual  ve- 
hicle, occasionally  the  rich  will 
consider  something  like  the  Global 
Yield  Fund  (9),  a  closed-end  invest- 
ment company  that  currently  re- 
turns substantially  more  than  U.S. 
long-term  debt  instruments.  Be- 
sides its  above-average  yield,  PGY 
offers  international  debt  diversifica- 
tion  as   well   as   a   way   to   hedge 


against  the  very  real  possibility  of  a 
renewed  decline  in  the  dollar. 

Another  attractive  stock  with 
hedging  advantages — this  time 
against  inflation — is  Homestake  Min- 
ing (13),  the  largest  U.S.  gold  pro- 
ducer. Here  again,  many  of  the  rich 
choose  to  trade  gold  in  the  commod- 
ity market,  but  some  prefer  to  par- 
ticipate through  gold  equities.  Al- 
though it  appears  that  the  price  of 
the  metal  could  drop  another  10% 
to  15%,  HM  has  managed  to  stay 
above  $10  per  share  for  the  last  six 
years,  and  could  be  a  profitable  buy 
should  it  reach  this  level. 

Emerging  growth  companies  have 
always  attracted  the  rich,  many  of 
whom  are  as  wealthy  as  they  are 
because  some  astute  ancestor 
bought  GM  or  XON  or  IBM— and 
held.  At  the  current  price,  the  risk 
in  Genentech  (18)  seems  far  less  than 
its  price  potential  reward.  GNE  is 
selling  where  it  was  in  early  1986, 
but  the  estimated  earnings  per  share 
of  $1.25  for  1989  are  more  than 
twice  those  of  three  years  ago. 

Some  of  the  wealthiest  individ- 
uals wouldn't  be  caught  dead  buy- 
ing a  lottery  ticket  or  entering  a 
casino,  but  they  will  gamble  thou- 
sands on  the  possibility  that  a  com- 
pany will  be  a  merger  or  takeover 
candidate.  In  a  slow  market,  like  the 
one  of  late,  this  is  where  most  of  the 
major  gains  have  come  from,  which 
keeps  the  big  players  in  the  game. 
I  heboid  [37],  with  its  unleveraged 
balance  sheet,  undervalued  assets, 
large  cash  position  and  good  cash 
flow,  looks  tempting  for  the  acqui- 
sition-minded.  Estimated  fair  mar- 
ket value:  $60  to  $65  per  share. 

Low-priced  stocks  for  high-worth 
folks?  You  bet.  Not  for  all,  but 
some  rich  investors  are  hooked  on 
single-digit  equities.  For  them,  a 
stock  like  MicroPro  International  (3) 
could  be  downright  irresistible.  The 
company  manufactures  the  Word- 
Star word  processing  program  and 
its  newest  version  should  help 
boost  earnings.  The  stock  could  be 
worth  around  $5  per  share,  which 
doesn't  seem  like  much — except  to 
a  rich  person  with  a  quick  mind  for 
figures  where  this  translates  into  a 
potential  65%  gain — perhaps  in  less 
than  a  year. 

Finally,  my  blue  chip  for  blue 
bloods  remains  Eastman  Kodak  (44). 
The  stock  continues  to  sell  below 
its  recent  historical  P/E  ratio,  and 
the  4.5%  dividend  yield  should  help 
support  the  price  in  the  event  of  any 
more  unpleasant  surprises.  ■ 
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The  time  to  invest  in  a 
great  company  is  before  if  s 
a  great  company. 


Big,  well-established  companies  may  be 
sound  investments. 

But  often  they  don't  yield  the  kind  of 
returns  an  aggressive  investor  looks  for. 
Their  very  size  and  success  limits  their 
growth. 

That's  why  so  many  investors  who  seek 
higher  returns  find  the  stocks  offered  by 
The  Stuart-James  Company  attractive. 

You  see,  we  specialize  in  young,  entrepre- 
neurial companies  that,  in  our  judgment, 
offer  extraordinary  growth  opportunities. 

Now,  it  goes  without  saying  that  where 
the  opportunities  for  rewards  are  so  great, 
there's  higher  risk.  But  when  one  of  these 
companies  does  succeed,  the  upside  poten- 
tial is  virtually  unlimited. 

It  happens  more  than  you  think. 

One  recent  study  showed  that  in  the  last 
13  years,  when  the  stocks  in  the  Standard  & 
Poor's  500  appreciated  260%,  the  entrepre- 
neurial companies  in  the  Venture  Capital 
100  index  went  up  1,632%* 

What's  more,  at  Stuartjames,  we  can 
enhance  your  prospects  considerably.  Each 
company  we  recommend  is  researched 
exhaustively:  Only  one  company  in  fifty 
survives  our  scrutiny. 

Obviously,  aggressive  investments  like 
these  shouldn't  make  up  anybody's  entire 
portfolio.  But  they  do  belong  in  a  diversi- 
fied investment  program. 

Because  after  all,  the  greatest  rewards 
don't  come  from  investing  in  today's  great 
companies. 

But  from  investing  in  tomorrow's. 

Contact  any  of  our  local  offices  (there  are 
over  50).  Or:  The  Stuart-James  Company, 
805  Third  Avenue,  New  York,  NY  10022. 
l-(800)-227-1161.  In  NY  State  l-(800)-631-5477. 

•Source:  Venture  Capital  Journal,  Wellesley  Hills,  MA,  Study  was  not  of  stocks 
recommended  by  Stuart- James  and.  is  no  guarantee  ot  future  performance 
©  1988  The  Stuart-James  Co.,  Inc.  Member  NASD  &  SIPC 

Stuart-James  Co. .Investments. 

High  risk,  high  rewards5: 
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Portfolio  Strategy 


MONEY  &  INVESTMENTS 


A  key  goal  in  managing  money  is  to 
protect  yourself  from  your  best  guesses. 

ANYTHING  THAT 
CAN  HAPPEN . . . 
PROBABLY  WILL 


By  Kenneth  L.  Fisher 


Imagine  how  David  Packard  would 
feel  today  if  he  had  sold  his  Hew- 
lett-Packard stock  the  first  time  he 
ran  into  a  potentially  dicey  stock 
market.  Bill  Hewlett  would  have 
laughed  at  him  for  decades — all  the 
way  to  The  Forbes  Four  Hundred. 

Investor  sentiment  toward  stocks 
is  amazingly  low  these  days,  maybe 
rightfully  so.  But  in  the  long  term  it 
never  pays  to  be  a  bear.  In  pondering 
this  issue's  list  of  the  400  richest,  it 
is  wise  to  note  that  they  didn't  get 
there  by  being  holders  of  cash,  or 
even  bonds.  They  did  so  by  owning 
either  a  business  (equity)  or  real 
tate.  Note  Messrs.  Walton,  Kluge, 
Perot,  Packard,  Buffett.  They  were 
all  long-term  bulls. 

And  then  look  at  two  who  aren't 
on  the  list — professors  Roger  G.  Ib- 
botson  and  Rex  A.  Sinquefield.  They 
engaged  in  a  classic  study,  which  is 
available  in  most  libraries,  spon- 
sored by  the  Financial  Analysts  Re 
search  Foundation.  Starting  in  the 
mid- 1920s,  before  the  Great  Depu  s 
sum,  it  Bb  uite  clearly  that  the 

average  New  York  Stock  Exchange 
stock  did  about  6%  pei  ear  better  on 
average  over  the  la-  .us  than 

did  Treasury  bills,  long  i  em- 
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ment  bonds  or  inflation. 

Why  did  stocks  do  better  over  the 
last  60  years?  Probably  for  the  rea- 
son I  expect  them  to  do  better  over 
the  next  60  years.  Stock  represents 
business  ownership.  And  business- 
es are  run  by  adaptable  people  who 
can  change  with  a  changing  world. 

How  similar  is  Hewlett-Packard's 
product  line  today  to  20,  30  or  40 
years  ago?  About  zip.  Pick  a  retail- 
er— any  retailer.  How  similar  is  its 
inventory  today  to  a  generation 
back?  Industry  by  industry  and  firm 
by  firm,  you  see  the  same  thing. 

Don't  get  me  wrong.  I'm  not  sug- 
gesting throwing  caution  to  the 
wind.  But  don't  let  beanshness 
override  your  long-term  best  inter- 
ests. Unless  you  can  turn  on  a  dime, 
which  darn  few  can  do,  big  beansh- 
ness  will  hurt  you.  Meet  some  of 
my  social  friends. 

These  are  folks  with  tiny  stock 
positions  now  selling  out  complete- 
ly. A  year  ago  they  loved  stocks,  but 
since  the  crash  they  have  become 
ever  more  bearish.  Their  rationale 
includes  all  the  standard  stuff:  pre- 
election litters,  postelection  tax 
hikes,  upcoming  recession,  high  in- 
terest rates  and  a  world  that's  head- 
ed to  hell  in  a  handbasket. 

One  of  them  got  some  kind  of 
feeling  in  the  middle  ot  the  night — 
woke  up  and  decided  he  didn't  need 
"this  kind  of  risk."  Another  thinks 
it  too  risky  to  own  anything  that 
might  be  "high  risk,"  regardless  of 
how  small  the  position.  A  third  de- 
cided he  would  buy  stocks  again, 
but  only  after  interest  rates  come 
down  "to  maybe  4%."  He  couldn't 
quite  get  that  by  the  time  rates  fell 
that  massively,  stocks  would  al- 
ready be  much  higher. 

Invariably  they  feel  they  can  buy 


stocks  again  later,  "when  the  future 
is  clearer."  But  my  question  to  my 
friends  is,  "If  you  will  be  able  to  see 
when  to  get  back  in,  why  couldn't 
you  warn  me  of  the  risks  in  stocks 
last  year  at  much  higher  prices?  You 
loved  them  then.  And  why  weren't 
you  buying  big  after  the  crash?  You 
started  your  selling  then." 

They  don't  get  it.  Fear  is  highest 
around  market  bottoms,  when  it's 
the  best  time  to  buy.  But  they  won't 
be  able  to.  The  essence  of  money 
management  is  weighing  possibili- 
ties against  probabilities  and  going 
against  your  gut.  Years  ago,  John 
Larson  of  Brobeck,  Phleger  &  Harri- 
son, who  thinks  more  like  a  busi- 
nessman than  any  lawyer  I  have 
met,  told  me,  "Anything  can  hap- 
pen— probably  will."  By  that  he 
meant  that  the  most  probable  event 
is  usually  less  likely  than  the  sum 
of  all  other  possibilities. 

That's  what  a  portfolio  must  deal 
with.  If  I  am  bearish,  I  think  the 
odds  are  greatest  for  stocks  to  fall. 
But  that  doesn't  mean  they  will. 
Anything  can  happen.  So  despite 
what  I  may  fear  as  the  highest  prob- 
ability, I  don't  sell  out  completely.  I 
protect  myself  from  my  own  foolish 
inclinations  so  that  if  I'm  wrong  my 
portfolio  won't  suffer  too  much. 

Since  spring  my  firm  has  been 
relatively  bearish  because,  as  medi- 
um-capitalization stocks  rose  much 
more  than  larger-cap  stocks,  the 
valuation  spread  between  these  two 
largely  vanished — we  couldn't  find 
many  stocks  meeting  both  our 
quantitative  and  qualitative  screen- 
ing rules.  Not  finding  many  stocks 
to  meet  our  needs,  we  bought  few. 
By  me,  that's  bearishness.  Arthur 
S.  Bechhoefer,  a  reader,  recently 
groused  in  a  letter  that  he  was 
stunned  to  leam  that  "Ken  Fisher  in 
his  Sept.  5  article  had  gone  from  a 
bull  to  a  bear  to  a  chicken." 

Well,  Mr.  Bechhoefer,  I  have  al- 
ways been  a  chicken,  and  proud  of 
it.  And  I  have  usually  been  a  bull. 
And  even  when  I'm  not  bullish,  I'm 
eager  to  hold  unpopular,  beat-up 
stocks  of  good  companies  in  small 
positions  in  a  well-diversified  port- 
folio. And  if  I  could  find  new  ones 
right  now,  despite  any  and  all  bear- 
ish factors,  I  would  be  buying  them. 

As  I  said  last  month,  I'm  holding 
the  stocks  I  have  suggested  recent- 
ly, and  a  lot  of  cash — and  waiting. 
If  more  bargains  appear,  hallelujah. 
If  not,  at  least  I  have  some  of 
what  made  The  Forbes  Four  Hun- 
dred special — equity.  ■ 
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Corporate  Gamesmanship. 
No  Longer  All-American. 


The  growing 
trength  and  influ- 
nce  of  Asian  Pacifies 
i  corporate  America, 
>olitics,  education  and 
he  arts  cannot  be 
snored.  They're  strong 
ilayers  in  major  indus- 
ries.  They're  fast  becom- 
ng  the  new  real  estate 
noguls.  They're  becoming 
j  etive  political  and  community 
:  'oices.  And  they're  successful  corpo 
ate  leaders  as  well  as  entrepreneurs 

Mi 
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Who  are  these  people? 
What  motivates  them  to 
be  so  driven  and  success- 
ful? And  what  impact 
will  they  have?  RICE 
Magazine  knows.  RICE 
covers  business,  polit- 
ical and  social  issues 
that  will  help  you 
learn  about  the  Asian 
Pacific  culture. 

The  best  defense  is  a  good 
offense.  Understand  Asian  Pacifies 
with  RICE  Magazine.  Call 


■■■ , 


1-213-312-6696  for  your  free  copy  of 
RICE,  or  write  to  RICE  Magazine 
Subscriptions,  11022  Santa  Monica 
Blvd.,  Suite  100,  Los  Angeles, 
California  90025.  Annual  subscrip- 
tion $16.50. 

RICE 

For  a  better  understanding 
of  Asian  Pacifies. 
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MONEY  &  INVESTMENTS 


By  Mark  H albert 


Jesse  Livermore  could  have  made  The 
Forbes  Four  Hundred  in  1925,  but  he 
died  a  pauper  in  1940.  How  then  should 
we  judge  his  investment  career? 

RUN  OF  LUCK? 


profit  exceeding  $10  million.  And 
he  was  already  a  millionaire  several 
times  over.  In  today's  terms,  that's 
the  equivalent  of  making  it  half  way 
to  membership  in  The  Forbes  Four 
Hundred  in  one  trade. 

(Actually  you  couldn't  repeat  Liv- 
ermore's  feat  today.  He  shorted  50 
million  bushels  of  wheat:  CFTC 
rules  now  restrict  shorts  to  9  mil- 
lion bushels  at  most.  Livermore 
himself  blamed  the  increasing  regu- 
lation of  financial  markets  after  the 
1929  crash  for  his  inability  to  recov- 
er from  his  fourth  bankruptcy.  The 
first  three  times,  he  eventually  fully 
repaid  all  his  creditors.) 

If  we  insist  on  taking  the  longest 
perspective  possible — his  life — then 
Livermore's  investment  career 
must  be  judged  a  failure:  He  died  a 
poor  man.  But  it  is  significant  that 
heavyweight  modern  admirers 
think  there's  something  of  value  in 
his  investment  approach  and  phi- 
losophy. Thus  Martin  Zweig  of  the 
Zweig  Forecast,  which  has  the  best 
overall  record  of  any  of  the  newslet- 
ters whose  performance  I  monitor 
in  my  HuBtert  Financial  Digest,  wrote 
in  his  book  Winning  on  Wail  Street 
(Warner  Books,  $20)  that  "if  there  is 
anyone  who  is  even  close  to  being 
my  hero,  ...  it  is  Livermore." 

While  Livermore's  rags  to  riches 
to  rags  story  is  spectacular,  the  phe- 
nomenon it  illustrates  is  by  no 
means  unique.  None  of  the  newslet- 
ter editors  I  follow  is  as  wealthy  as 
Livermore — although  the  late  Ar- 
nold Bernhard,  founder  of  Value  line 
and  by  coincidence  once  an  employ- 
ee of  Livermore's,  was  one  of  last 
year's  Forbes  Four  Hundred,  with  an 
estimated  net  worth  of  $390  mil- 
lion. But  there  are  some  letters  that, 
despite  having  failed  to  do  better 


Diamonds  may  be  forever,  but  what 
about  investment  success?  The  oc- 
casion for  this  somber  thought  is 
the  publication  of  the  1988  edition 
of  The  Forbes  Four  Hundred.  Most 
of  us  might  think  any  speculator 
successful  enough  to  make  it  to  the 
list  had  quite  sufficiently  demon 
strated  his  market  prowess.  A  busi- 
ness school  professor,  however, 
might  suggest  unpleasantly  that  it 
was  all  due  to  luck — particularly  if 
the  speculator  subsequently  crater- 
ed,  as  they  often  do. 

Is  this  fair?  I  don't  think  necessar- 
ily so.  A  classic  example  is  the  life 
of  Jesse  Livermore,  the  notorious 
speculator  of  the  1920s  and  1930s. 
Livermore  declared  bankruptcy  four 
times  during  his  career  and  never 
recovered  from  the  last  one,  ulti- 
mately committing  suicide.  It's 
hard  to  estimate  his  wealth,  of 
course,  but  it's  clear  that  at  his  most 
successful  he  was  certainly  Forbes 
Four  Hundred  class. 

You  need  a  net  worth  of  some 
$225  million  to  make  it  onto  this 
year's  list.  In  1925  dollars,  that's 
about  $20  million.  In  just  one  of  his 
trades  in  1925  Livermore  made  a 
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than  a  buy-and-hold  strategy  over 
long  periods,  have  nevertheless  put 
together  remarkable  streaks  of  win- 
ning trades.  An  insistence  that  we 
overlook  them  because  they  have 
underperformed  the  market  over 
the  long  term  ignores  the  possibility 
that  those  "runs"  of  performance 
are  statistically  significant. 

How  can  we  tell  if  they  are?  How 
can  we  find  out  whether  an  adviser 
has  had  a  noteworthy  string  of  win- 
ning trades,  in  contrast  to  mere  ran- 
dom luck?  Statisticians  have  a 
ready  answer:  apply  a  "runs"  test  to 
see  if  an  adviser's  winning  streak  is 
consistent  with  randomness. 

An  example  of  how  this  test  can 
be  applied  comes  in  the  case  of  The 
Option  Advisor,  whose  editors  have 
complained  that  in  previous  Forbes 
columns  I  dwelled  on  the  fact  that 
in  1983  their  "Conservative  Portfo- 
lio" lost  a  very  unconservative 
83.5% .  In  the  nearly  six  years  since, 
they  argue,  that  portfolio  has  per- 
formed impressively  (up  631%,  ac- 
cording to  me).  Even  though  that  is 
not  enough  to  erase  their  1983  loss 
and  make  it  back  to  where  they 
would  be  had  they  simply  bought 
the  average  stock,  isn't  a  631%  gain 
over  nearly  six  years  significant 
enough  to  discount  1983? 

The  statistician's  answer  is  no. 
Impressive  as  has  been  the  post- 
1983  performance  of  the  "Conser- 
vative Portfolio,"  it  fails  the 
"runs"  test.  The  large  loss  in  1983, 
as  well  as  the  strings  of  gains 
since,  are  not  sufficiently  different 
from  what  one  would  expect  from 
a  random  series  to  overcome  the 
statistician's  skepticism. 

It  is  important  to  understand  pre- 
cisely what  this  means.  Just  because 
Tloe  Option  Advisor  cannot  prove  its 
performance  was  not  the  result  of 
random  chance  does  not  mean  that 
random  chance  really  is  responsible 
for  its  results.  And  it  may  be  that  the 
letter's  subscribers  could  not  care 
less  (although  they  should  be  cau- 
tious). But  the  question  interests  me 
because  of  its  implications  for  the 
efficient-market  dogma  that  the 
market  cannot  be  beaten. 

Several  other  newsletters  do  pass 
the  runs  test,  and  I  will  discuss 
them  in  subsequent  columns.  But 
the  fact  that  some  did  pass  it  should 
caution  us  against  comparing  per- 
formance only  from  a  very  long- 
term  perspective.  That,  and  Liver- 
more's example,  are  worth  remem- 
bering while  studying  The  Forbes 
Four  Hundred.  ■ 
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ADVERTISEMENT 


Jealerscope  Merchandising  Products  of  the  Month 


coh  Introduces  Newest 
Idition  To  Home 
fice  Market 


oh  Corporation  has 
reduced  a  new  addition 
heir  extensive  line  of  automated 
ce  equipment,  the  Little  Ricoh  1 
t-1)  copier.  Weighing  a  lean  29  lbs, 
LR-1  is  a  compact,  portable  per- 
ial  copier,  ideally  suited  for  the  home 
ce,  as  a  satellite  copier  in  a  large 
ce,  or  as  an  executive's  personal 
venience  copier.  Easily  transportable 
m  home  to  office,  the  LR-1  has  a 
>er  tray  that  holds  up  to  50  sheets 


ranging  from  business  card  to  legal  size 
paper.  It's  copy  counter  ranges  from 
zero  to  nine  and  includes  a  continuous 
run  setting.  The  LR-1  makes  mono- 
chrome copies  in  black,  red,  blue, 
green  and  sepia.  Contact  Nancy  Cosgrove 
for  more  information,  (201)  882-2043. 


e  Only  Compact  Disc  Cleaner 
th  True  Radial  Cleaning: 
scwasher 


a  recognized  world   leader   in   the 
'elopment  of  audio  and  video  clean 


ing  systems,  Discwasher  has  created  a 
compact  disc  cleaning  system  that  is 
totally  new  and  one  of  a  kind.  The 
Discwasher  Compact  Disc  Cleaner 
removes  surface  contaminants  with  a 
unique,  computer-aided  design.  This 
ensures  true  radial  cleaning,  as  rec- 
ommended by  compact  disc  manuf- 
acturers. Also,  unlike  other  brands 
available,  the  Discwasher  CD-I  clean- 
ing fluid  lifts  and  removes  debris  with- 
out damaging  compact  disc  labels.  For 
more  information  about  this  new  product, 
call  Dan  Peters  at  (312)  678-9600. 


xrata  Business  Systems'  F-50 

e  Murata  Business  Systems'  F-50  is  a 
verful  facsimile  unit  designed  to 
et  the  communication  needs  of| 
ay's  offices.  Equipped  with  an  auto- 
ler,  the  F-50  allows  users  to  program 
to  100  speed-dial  numbers  and  24 
j-touch  numbers.  Its  built-in  handset 
3  the  F-50  serve  as  a  standard  tele- 
phone. 


Spreadsheet  Program  Expands 

Capabilities  of 

Brother 

All-In-One 

Word 

Processors 


The  F-50 
uperfine 
and  grayscale  modes  for 
iximum  clarity  and  quality.  It  also  per- 
ms graphic  scanning  and  direct  com- 
:er-to-facsirnile  communication  when 
id  with  Murata's  sophisticated  computer 
erface.  The  F-50  is  compatible  with 
Group  3,  2,  and  1  facsimile  units.  For 
ire  information  write  to  4801  Spring 
Hey  Road,  Building  108B,  Dallas, 
xas  75244,  or  call  1-800-543-INFO. 


Brother 
has  developed 
the  Personal  Organizer 
spreadsheet  program.  Fully  compatible 
with  Brother  all-in-one  word  processors, 
the  easy  to  use  Personal  Organizer  has 
conventional  spreadsheet  functions  and 
pre-programmed  templates  for  monthly 
budgeting,  checkbook  balancing,  sales 
analysis  and  a  phone  /  address  directory. 
It  also  has  a  unique  "create  your  own" 
feature  which  enables  users  to  easily 
design  and  save  their  own  applications. 
Simple  to  load  and  use,  the  Personal 
Organizer  lets  users  really  count  on  their 
Brother  Word  Processors.  For  more  infor- 
mation, call  Brother's  Consumer  Product 
Division,  (201)  981-0300. 


Shintom  Introduces  Rugged 
VHS-Licensed  Professional 
Cassette  Rewinder:  VCW-210 

The  Professional  VHS  cassette  rewinder 
is  a  gear-driven  unit  including  power 
supply,  end-of-tape  sensors,  dual  clutches, 
tension  bands  and  buffered  brakes.  It's 
tough,  rugged  and  reliable  and  winds  the 
tape  evenly  on  the  spool  without  causing 
harmful  stretching.  Suggested  retail  price 
$129.95.  Constant  torque  is  applied  to 
insure  uniform  tape  tension  and  totally 
even  tape  alignment  on  the  spool.  If  a  tape 
is  inserted  for  rewind,  the  VCW-210  auto- 
matically continues  to  play  out  the  tape 
to  its  finish,  then  automatically 
rewinds  and  ejects  it  smoothly 
and  quietly.  Can  be  fast 
forwarded  or  rewound, 
j^^  A  120  tape  can 
'  be  rewound  in 
210  seconds. 
For  more  infor- 
mation contact 
Mr.  Shigeru  Ito 
at (213) 328-7200. 

The  Psion  Organiser  II:  "The 
Direct  Link  Between  Inner 
Office  and  Outside  World" 

The  amazing,  hand-held  Psion  Organiser 
II,  the  world's  first  lifestyle  compatible 
computer,  offers  the  business  person 
constant  access  to  office  information.  The 
Organiser  can  be  directly  connected  to 
any  desktop  system,  permitting  back  and 
forth  data  transfer,  maintenance  and 
storage,  you  can  literally  carry  your 
entire  office  in  your  back  pocket.  Sales 
records,  inventory  counts,  expense  logs, 
phone  files,  appointment  books,  note 
pads  —  anything  you  store  on  your 
office  system,  or  write  down  to  keep 
track  of,  can  now  be  entered  and 
retained  in  the  Psion  Organiser  II.  For 
information,  call  Psion  at  (203)  274-7521. 
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BUSIK£SS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


EXECUTIVE  SERVICES 


EXECUTIVE  SERVICES 


Earn  The  Living  You've  Dreamed  Of 
. . .  Right  In  Tour  Own  Dream  House! 
Live  in  a  stunning  Eagle's  Nest  home  with  design 
features  not  found  elsewhere  at  twice  the  price. 


Models  as  low  as  $17  per  sq.  It. 

•  Interior  and  exterior 
design  flexibility 

•  Remarkably  energy-efficient 

•  Catbedral  ceilings 
and  exterior  decks 

•  Built-in   expandable 
Home  Computer  Center 

•  FHA  and  VA  accepted 
Unlimited  Income  Potential 
As  an  Eagle  s  Nest  Homes  rep- 
resentative you  have  unlimited 


income  potential  in  a  defined  territory  And 
the  only  qualification  you  need  is  the  ability  to 
purchase  or  mortgage  a  S25  000  model  which 
may  be  finished  as  a  home  to  live  in.  or  sell,  or 
completed  as  an  office  condo.  duplex,  or 
other  commercial  enterprise      . 

Call  Mr  Farb  v^l^w 

collect  <  ' 

(404) 479-9700 


Eagle  sNest 
Monies 


PO  Drawer  1569  Canton  GA  30114-1569 


BUSINESS  CONSULTANT 

The  demand  tor  consultants  is  ir 
creasing  as  internal  management  is 
being  replaced  by  outside,  unbiased 
consultants    We  are  managing  the 
future  and  sharing  it    Enioy  the  ad 
vantage  of  being  self-employed  with 
the  association  and  support  of  one  ot 
the  largest  and  most  respected  con- 
sulting firms  in  the  country  Full  ex- 
pense paid  training  in  New  Orleans, 
national  advertising,  and  fringe  bene- 
fits Relocation  not  required  Nominal 
refundable  performance  deposit  of 
$7,500  required   Call  tor  tree  com- 
pany brochure  and  details 
Kir>   National  Business  Consultants  Inc. 
lNL>     Mr   Mark  Simon,  Exec    V.P 

^  (504)  456-1968 


JOIN  THE  LEADERS  IN 
SALES  &  TECHNOLOGY 

With  over  800  centers  worldwide 
and  the  leading  sales  volume  per  cen- 
ter in  our  industry,  Sir. Speedy  can 
maker  you  a  leader  too1 

For  details  on  owning  your  own  Sir 
Speedy  Printing  Center,  call 
1-800-854-3321 
_      ci  write 
^Zs'r  Speedy,  Inc. 
PO  Box  30740  Laguna  Hills.  CA  92654 


EXTREMELY  HIGH  INCOME 

POTENTIAL 

PROFESSIONAL  BUSINESS 
OPPORTUNITY 

Established  mtl  corp  has  openings 
for  a  few  addl  associates  Otter  low  in- 
terest bank  loans  to  clients  with  no  up 
front  fees—  venture  capital  and  devl 
capital  (D&8  avail  on  Trust  with  ac 
cess  to  9  figures)— letters  ol  credit, 
guarantees,  etc  Position  requires  a 
successful,  fast-track  type  individual 
with  high  past  earnings  Confident 
communicator  a  must  A  $9,800  de- 
posit req  d  it  accepted  (refunded  with 
1st  closing)  Full  tng  and  cont  sup- 
port Call  for  co  pkg  Full  refs  pro- 
vided to  qualified  applicants 

(301)630-6400      


$    OVER  ONE  BILLION     $ 

WORTH  Of  BUSINESSES.  FARMS  4  RANCHES 

FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING' 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 

m 

GREAT  WESTERN 

BUSINESS  SERVICES.  INC 

FINANCIAL  SERVICES 


LENNOX    System 

of  Market  Fore*  ■tiing 


f  I1!  I1'  I'l  V  \  >  ''I  I-'  k  |l'  I'l  f  \  T  "I 
These  Price  Patterns  Dirter  Widely 
In  Their  Market  Forecasting  Value 

Markov  chains  plus  fractal  geometry 
For  info  send  sase  RAOIUS  PRESS 
217  E    85th  St    164T    NY    NY  10028 


SELL  IN  JAPAN! 


property  ustai  oui  Fokyo  office  to 
reach  500  t   Real  Estate  broken  in  Jjpan 
Free  translation   so  commission   fan 

nantc  tilled  j>  COOtaci  poiol    Tear  shcel 
provided    Onl\  $190  tor  }  months  hsiinp 

CALL:  Hon  &  Bunker  Inc 

1-800-USA-2111 


HARD  TO  BORROW  ? 

Guarantees  We  Do  Noi  Make  Loans 

MINIMI  M  viixumhi  5-20  YEARS 

nil  1 UNDING  \ssim  w  i 

CORPORATION 

t  s\  (212)755-9400 


LOOKING  FOR 
A  TOP  EXECUTIVE  JOB? 


It  you  have  firmly  decided  to  make  a  job  change  and  want  to  do  it  with  a  minimum  of  risl 
and  in  the  shortest  amount  of  time  . . .  call  us  today.  We  are  the  leading  career  managemei 
firm  in  the  country  serving  senior  executives  exclusively.  Our  practice  is  limited  to  no  more  tha 
3  new  clients  a  week  in  each  of  our  offices,  and  as  a  result  our  clients  enjoy  highly  personalize 
service,  complete  discretion  and  last  market  entry.  Here's  what  they  say: 

•  "I  had  3  interviews  in  2  weeks  ...  at  my  level  that's  exceptional." 

•  'I  increased  my  income  more  than  60% . . .  thanks  to  you." 

•  'I  didn't  believe  It  when  you  said  'multiple  job  otters' .  Now  I  have  3 

and  I'm  a  believer." 
To  learn  more  about  our  services  nationally,  please  call  John  E.  Sullivan,  Senior  Partner, 
confidence  at  (201)  636-6100. 

M     EXECUTIVE  RESOURCES  INTERNATIONAI 
Offices  in  New  York.  New  Jersey  and  California.  •    Charter  Member. 
—   National  Association  ol  Career  Development  Consultants. 


FACSIMILE  MACHINES 


fflCfS  IN.  THECQUNTRY 
„  AND  TRAINING 

Esr- 


FAX  OF  AMERICA 
1-aOO-Mfr+AXX 

AMftip  S  LOW  PffCI  HU  DISTRIBUTOR 


BUSINESS  ACQUISITION 


WITHOUT  A 


vrv/i 


■  rNJi 


■  ' 

■  _ 


SEND  RESUME  AM)  LETTER  TO 
P.O.  BOX  7062  ELGIN.  IL  60123 


MAILING  LISTS 


MULTI-MILLIONAIRES 


MILLIONAIRES" 


SOCIALITES" 


TYCOON  INVESTORS" 


MAILING  LIST  SPECIALISTS   SINCE  1885 


\l 


W.S.  PONTON,  INC. 

5149  Butler  St  •  Pittsburgh.  PA  15201 

800-628-7806 


Forbes:  CapitalistTooP 


EDUCATIONAL  SERVICES 


FULLY  APPROVED  UNIVERSITY  DEGR 

Economical  home  study  for  Bachelor 
Master's,  Ph.D.,  fully  approved  by  ( 
forma  State  Department  of  Educ 
Prestigious  faculty  counsels  for  inde 
dent  study  and  life  experience  en 
(5,100  enrolled  students,  500  faculrj 
Free    information — Richard    Cn 
M.D.  (Harvard) ,  President,  Columbia  I 
cific  University,  Department  3D10F  14I 
Third  Street,  San  Rafael,  CA  94901.  T| 
Free:  (800)  227-01 19;  California:  (8 
552-5522;  or  (415)  459-1650. 


BACHELOR,  MASTER,  DOCTOR 

EARN  A  DEGREE  Use  your  past  expenem 
credit  toward  your  degree  No  classes,  sent 
or  on  campus  attendance  Studies  build 
_  your  experience  Self-paced  •  Send  Re 
For  No  Cost  Eva 
213-278-1 
9100 1 
Wilshire  l| 
Hills.  CA,  USA! 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORAL 

For  Work,  Life  and  A 
Experience  No  Classra 
Attendance  Required 

Call  (213)  47V 
Outside  Caliti 
1  •  800-423-32 

or  send  detailed  resu 
tor  Free  Evaluation 
Pacific  Western  University 

600  N  SwuMdaBM    Owl  185  Los  Angeles,  CA  S' 


FORBES 
MARKET  CLASSIFK 

Advertising  closing  date  is 
month  preceding  date  of  issue 
Frequency    discounts    availa 
Payment  must  accompany 
unless  from  accredited  agenc 

FOR  ADDITIONAL  INFORMATKj 
WRITE  OR  CALL: 

LINDA  L0REN 
FORBES  MARKET  CLASSIFI 

60  Fifth  Avenue.  New  York,  NY 
(212)  620-2440 
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CORPORATE  ITEMS 


CORPORATE  ITEMS 


Americas  Finest  Name  in 

Corporate  Image  Apparel 

and  Select  Executive  Gifts 

CALL  FOR  FREE  CATALOG 

800-792-2277 
IN  CA  800-826-8585 


BUSINESS  SERVICES 


CUSTOM 
CHOCOLATES 

"hoco-Logo  presents  a  dehoousfy  unique  way  to 
reale  a  disrinci  impression  of  your  company  or 
•usmess .     unih  CHOCOLATE!  We  custom  design 
nd  moid  fine  chocolate  into  your  logo  or  message 
■lake  an  impression  of  your  good  taste!  Wnte  or  caTJ 
716)  855-3500  for  our  free  brochure. 


COMPUTERS 


adio/haek-TANDY 


Our  10th  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 

Fgt.  Prepaid-  Save  Tax 
a,         Toll  Free  800-231-3680 

■T  fTlflRYmfiC  INDUSTRIESINC 
22511  Kaly  Fwy 
Kaly  (Housionl  TX  77450 
1-713-392-0747  Telex:  774132 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

e  buy  &  sell  Diamonds  and  all  Precious 
:mstones.  Free  wholesale  catalog  since 
67!  Member:  Jewelers  Board  of  Trade  & 
lamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-426-8352 


HARING 


IS  CARING 


JOHN  CLEESE 

Regularly  Visits 
DEC,  3M, 
Hyatt  Hotels, 
Barclays  Bank, 
IRS  and  thousands' 
of  other  organizations 
through  Video  Arts 
training  programs 

For  a  FREE 
catalog  of  sales, 
management,  and 
customer  relations 
programs  call: 

VIDEO 
ARTS 


In 


1-800-553-0091 

xl68 

IL  1-312-291-1008 

xl68 


Corporate 
Hes 

(150  pc.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 


k 


Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 

CT  06807  .U.S.A. 

DeptF  (203)  869  3006 


REAL  ESTATE 


Dutchess  Farms 

Corporate  gourmet  gifts  for  over  50  years. 
Specializing  in:  Smoked  Salmon  &  Game 
Birds.  Premium  Turkeys,  95%  fat-free 
Hams.  Gift  &  Incentive  Certificates  avail- 
able. Call  now  for  free  catalog: 

Dutchess  Farms, 

Old  Indian  Road,  Milton,  NY  12547. 
t-(914)-795-2175 


WINE  CELLARS 


WINE  CELLARS 


Dealer 
Inquiries  Invited 


We  Will  Sot  Be  Undersold-CaU  us  First! 


WINECELLARS 


Model  Retail  Your  Com 

440  Bottle  Capacity  $2494        $1695 

700  Bottle  Capacity  3495  1995 

250  Bottle  Capacity  1795  1395 

2S0G  (full  see-thru  door)  2195  1695 

296  Credenza  (Low  Boy) 2495  1695 

Separate  Cooling  Units:  48755° 
600  Bottle  Commercial  Unit  4995 

880  Bottle  Double  Wide  Unit  4495 

1400  Bottle  Capacity  6500 

60  Bottle,  glass  door  699 


3495 

2995 

3795 

599 


Non  wood  unit -Not  hand-made 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog 
WlNECELLARS-USA    (800)  777-V1NO  or  (800)  777-8466 

*  839So.LaBreaAve.  *  Los  Angeles.  CA  90036  *  Olympic  Sales  Co 

*  Visa/MC  AmEx  Discover*WeShip  Anywhere!*        Since  1947 


MAIL  ORDER 


MAKE  YOUR  STAIRS 
OBSOLETE. 

Glide  up  or  down  stairs  at 
e  push  of  a  button  with  the 
deluxe  Inclinette. 
Inclinette  is  a 
custom-built  sin- 
gle seat  passenger 
lift  making  every 
encounter  with 
your  stairs  less 
cumbersome. 
Or  choose 
StairLIFT,  the  economy  edition  of  the  In- 
clinette. 

Remember,  they're  tax-deductible  if 
doctor  recommended. 
Send  for  free  literature. 


t 


INCLINATOR  COMPANY 
OF  AMERICA 

Dept.  7,  P.O.  Box  1557 
Harrisburg.  PA  17105-1557 


BUILDING  SUPPLIES 


Excellence  inQak 


Meticulously  detailed  oak  entrances 
and  interiors  for  prestigious 
homes  and  businesses. 
Our  exclusive  handmade 
door  and  moulding 
systems  are  produced 
on  a  limited  basis 
by  master  craftsmen. 
We  Invite  yon  to  call 
or  write  for  free 
leaflet,  15  brochure 
package,  or  complete 
SI 2  portfolio. 


Ignacio.  CO  81 137 
800/245-3667  Ext.  F 


EXECUTIVE  SERVICES 


r 


Custom  Tie  Cleaning 
The  Ultimate  in  Quality 

Send  or  call  for  free  brochure  on  tie 
care  and  individual,  office,  and  cor- 
porate quantity  price  list. 

Custom  Tie  Cleaning  By  Nebesky 

PO  Box  166  333PittstonAve.  Scranton,  PA18505 
(717)344-4088 


EXECUTIVE  GIFTS 


:%*? 


FREE 
CATALOG 

High  quality  canesof  all  t> pes 
like  this  stunning  Napoleon 
Eagle.  Heads  in  Silver.  Brass, 
Gold  &  Wood.  Gadget  canes 
Flask  canes.  Hardwoods. 
Blackthorns  &  Exotics.  Also 
High-tech  electronics. 
Worldwide  sources.  Send  for 
your  FREE  catalog  today. 

DutchGuard 

Dept.  88-R  P.O.  Box  411687 
Kansas  City,  MO  64141 


Our  Exquisite 
Marble  Name  Plate 

will  add  prestige  and  personal  style  to 

every  executive  desk.  This  stunning 

piece  Is  the  Ideal  Christmas  gift  lor  the 

professional  who  has  arrived  or  Is  on 

the  way  up.  The  name  of  your  choice 

Is  engraved  In  gold  on  black  or  green 

polished  marble.  To  order,  send  name 

to  be  engraved  and  choice  ot  marble 

(black  or  green)  with  check  or  money 

order  lor  $49.95  to: 

Prestige  Engraving 

4102  East  Ray  Road,  Suite  1195 

Phoenix,  AZ  85044 


Please  allow  m  loergN  weeks  far  detvery. 
Absolute    Honey   Beck    Cue/enlee. 

I  not  completely  satisfied,  return  name  plale 
lor  refund  d  purchase  once  and  return  postage. 


Remington  Bronzes 

The  Outlaw'  h 
$795 

Full  size 

cast  from 

original. 

To  purchase  or  to 

obtain  details  on  (17) 

other  fullsize  Remington 

bronzes  call  or  write 

WILL  MUNYON  &  SONS 
12643  Emelita  St. 
N.  Hollywood,  Ca.  91607 
PH:  (818)  980-0633 


Streetwalker 


Edited  by  Thomas  Jaffe 


Cabot  caveats 

For  two  years  Samuel  Heyman's 
GAF  Corp.  sat  quietly  with  4.9% 
of  fellow  specialty  chemicals  maker 
Cabot  Corp.  (sales,  an  estimated  $1.66 
billion  in  1988).  Suddenly,  in  August, 
GAF  asked  the  Securities  &.  Exchange 
Commission  for  clearance  to  raise 
that  stake  to  25%.  The  stock  of  Wal- 
tham,  Mass. -based  Cabot  has  since 
run  up  from  34  to  around  40,  on  spec- 
ulation that  Heyman  or  someone  else 
was  readying  a  hostile  bid.  Some  ana- 
lysts put  Cabot's  value  at  around  $65 
a  share.  Stated  book  value:  $22.50. 

Cabot  does  indeed  have  some  excit- 
ing things  going  for  it.  Its  crown  jewel 
is  its  specialty  chemicals  and  materi- 
als group,  which  accounts  for  more 
than  half  of  sales  and  over  90%  of 
profits.  The  main  product  is  carbon 
black,  an  oil-based  reinforcing  agent 
in  rubber  and  plastics  and  a  pigment 
in  inks,  coatings  and  plastics.  Cabot 
dominates  the  carbon  black  market, 
manufacturing  some  25%  of  the  Free 
World's  supply.  The  business  will 
likely  chalk  up  record  profits  in  1989. 

Much  less  inviting,  however,  is 
Cabot's  lagging  energy  business.  Its 
main  concern  is  the  processing,  distri- 
bution and  transmission  of  natural 
gas.  It  operates  gas  gathering  systems 
in  Appalachia  and  owns  a  big  intra- 
state system  in  Texas.  In  New  En- 
gland it  sells  wholesale  liquefied  nat- 
ural gas  shipped  from  Algeria.  For 
profits  to  come  back,  the  gas  glut 
must  ease  in  the  Northeast. 

On  fundamentals,  Cabot  is  no  bar- 
gain. For  the  fiscal  year  ended  Sept. 
30,  analysts  estimate  it  earned  $2.25  a 
share.  For  the  year  |ust  beginning,  ex- 
pect roughly  $2.80  a  share. 

So  the  market  is  clearly  pricing 
Cabot  as  a  takeover  stock.  But  note, 
please,  that  the  founding  Cabot  fam- 
ily owns  about  35%  of  the  27  million 
shares.  Also  Cabot  has  tough  poison 
pill  provisions  If  no  deal  materializes, 
the  stock  could  easily  sink  back  into 
the  low  30s. 


"My  astrologer's  away" 

Readers  unsure  about  when  the 
market  is  headed  are  in  good 
company.  "It's  a  confusing  ^  nod, 
and  I  think  ycu  just  have  to  say  that 
straight  out.  Frankly,  our  clients  are 
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very  happy  to  hear  that  we're  as  stu- 
pid as  they  are.  Why  should  I  tell 
them  something  that  I  don't  under- 
stand myself?  What  the  hell  good  does 
that  do?" 

That  refreshing,  if  frustrating,  can- 
dor comes  from  John  Weinberg,  chair- 
man of  Goldman,  Sachs  &.  Co.  The 
market's  malaise  knocked  him  off 
The  Forbes  Four  Hundred  after  a  brief 
appearance  last  year.  Not  that  the 
low-profile  Weinberg,  63,  is  greatly 
worried.  His  interests  in  Goldman 
and  assorted  other  holdings  are  still 
worth  an  estimated  $200  million. 

So  what  is  Weinberg  telling  clients 
these  days?  "As  far  as  Goldman,  Sachs 
is  concerned,  we're  so  close  to  the 
forest  we  don't  even  see  trees,"  replies 
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Goldman,  Sacbs  cbiefjobn  Weinberg 
Refreshing,  if  frustrating,  candor. 

Weinberg.  "I  have  clients  tell  me  the 
three  or  four  most  important  factors 
today  in  the  economy  and  the  world 
and  so  forth.  From  that,  I  try  to  make 
my  judgment  about  what  is  going  to 
happen." 

Apparently  Goldman's  clients  are 
as  puzzled  and  uncommitted  as  Wein- 
berg. "It's  very  clear  that  people  can't 
make  up  their  minds.  So  they  do  noth- 
ing. They're  worried  about  the  deficit, 
the  election,  business  conditions  and 
business  activity.  They  want  to  see 
bow  all  those  things  go.  These  are  the 
things  people  have  to  look  at  today. 
You  can't  just  watch  the  leading  indi- 
cator of  railroad  cars. 

People  also  have  to  understand 
that  we  now  have  a  global  economy. 
The  economics  in  one  country  are 
certainly  interesting,  but  their  impor- 
tance is  really  in  how  they  affect  ev- 
eryone else's  economy.  Because  of  de- 
regulation in  markets  around  the 
world,  it's  a  lot  more  complex.  That's 
what  makes  it  so  interesting.  But  it 
will  cause  greater  volatility,  rather 
than  loss.  There's  not  very  much  an 


investor  can  do  to  protect  against  this. 
After  we've  lived  with  the  global  mar- 
ket for  a  while,  maybe  we'll  know 
how  to  deal  with  it  better." 

Over  the  next  six  months,  will  that 
added  volatility  be  around  an  increas- 
ing stock  market  trend,  or  a  down- 
ward-sloping one?  "I  cannot  answer," 
says  Weinberg.  "My  gut  really  doesn't 
say  much.  Besides,  my  economist  is 
out  of  town.  And  my  astrologer  is 
away,  too."  With  so  much  uncertain- 
ty around,  perhaps  it's  time  for  the 
few  with  strong  convictions  to  act  on 
them.  — Ralph  King  Jr. 

Capitalist  tools 

The  U.S.  machine  tool  industry's 
woes  are  yesterday's  news.  Now, 
owing  to  the  effect  of  voluntary  re- 
straint agreements  and  the  U.S.  in- 
dustrial revival,  U.S.  machine  tool 
companies  are  slowly  becoming  com- 
petitive once  more.  Orders  are  on  the 
rise.  Moreover,  analyst  Mitchell 
Quain  of  Wertheim  Schroder  says  ma- 
chine toolers  will  be  helped  immea- 
surably by  the  coming  shortage  of 
U.S.  machinists  he  sees  for  the  1990s. 
As  concern  mounts  over  the  impact  of 
impending  retirements  in  the  next  de- 
cade, predicts  Quain,  the  move  to- 
ward automation  should  accelerate. 

At  Monarch  Machine  Tool  and 
Hurco  Cos.,  where  earnings  collapsed 
in  1982  and  stayed  deeply  depressed 
through  1987,  Quain  definitely  de- 
tects signs  of  a  turn.  Sidney,  Ohio- 
based  Monarch  (estimated  1988  sales, 
$90  million)  manufactures  computer- 
controlled  turning  machines  and  ma- 
chining centers.  In  August,  backlogs 
were  estimated  to  have  been  double 
what  they  were  in  May.  He  expects 
Monarch  to  earn  40  cents  a  share  this 
year,  versus  12  cents  in  1987.  Next 
year  he's  looking  for  $  1 .50  a  share.  He 
also  likes  Monarch's  balance  sheet; 
there  is  $3.60  a  share  of  cash  in  the  till 
and  no  long-term  debt.  Monarch's  re- 
cent NYSE  price:  153/4. 

Hurco,  based  in  Indianapolis, 
makes  microprocessor-based  numeri- 
cally controlled  metalworking  equip- 
ment for  improving  productivity.  For 
the  fiscal  year  ending  Oct.  31,  Quain 
thinks  Hurco  will  earn  about  $3.9 
million,  or  roughly  $1  a  share,  on 
sales  of  $60  million.  Last  year  earn- 
ings were  just  22  cents  a  share.  He's 
estimating  $1.25  in  1989.  Hurco  Cos. 
was  recently  8 'A,  o-t-c. 

One  caveat  here:  Both  stocks  are 
thin,  so  accumulate  them  slowly. 
Monarch  has  3.7  million  shares; 
Hurco  has  4  million  shares,  60% 
owned  by  insiders. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 

Seventy  years  ago  in  Forbes 

(From  the  issue  of  November  2,  1918) 
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In  World  War  I,  the  YMCA  played  the  role 
of  the  USO  a  generation  later 

"What  would  you  give  to  be  able  to 
entertain  your  boy  in  France  for  a 
weekend  or  an  evening?  A  goodly 
sum,  wouldn't  you?  Well,  you  can 
entertain  him  for  an  evening  or  a 
weekend!  You  can  do  it  by  handing 
the  necessary  money  to  the  United 
War  Fund.  The  Y.M.C.A.  or  the  K.  of 
C.  or  the  Salvation  Army  or  the  Jew- 
ish Welfare  Board  will  then  see  that 
he  is  entertained  on  your  behalf." 

Sixty  years  ago 

(From  the  issue  of  November  1,  1928) 
"In  my  opinion  the  stock  market  will 
experience  excitement  before  the  year 
ends.  First,  there  may  be  an  extremely 
spectacular  demonstration  by  the 
bulls.  Then,  a  sudden  and  sharp  re- 
lapse would  be  logical." 

— B.C.  Forbes 

"The  average  independent  merchant 
with  whom  we  compete  thinks  only 
of  the  lower  prices  at  which  we  can 
buy.  In  his  frenzied  efforts  to  over- 
come that  edge  we  have  on  him,  they 
overlook  the  really  important  factor 
that  gives  us  our  biggest  advantage. 
That  factor  is  turnover.  Taking  the 
year  round,  we  do  not  buy  much  low- 
er than  the  average  shrewd  indepen- 
dent retailer;  but  where  we  get  the 
edge  on  him  is  in  turning  our  stock 
about  twice  as  fast  as  he  turns  his." 
— Chain  store  executive 


Fifty  years  ago 

(From  the  issue  of  November  1,  1938) 
"After  years  of  unsubstantiated  ru- 
mors that  television  is  'just  around 
the  corner,'  manufacturers  now  de- 
clare officially  through  the  Radio 
Manufacturers  Association  that  tele- 
receiving  sets  will  be  put  on  sale  dur- 
ing the  coming  spring.  .  .  .  Cost  of  sets 
will  range  from  $150  to  $1,000,  with 
some  types  reproducing  pictures  only, 
others  both  pictures  and  sound,  and 
still  others  combining  all-wave  radio 
and  television  receivers  and  phono- 
graph in  one  unit." 

"When  ex-office-boy  William  M.  Jef- 
fers  was  elected  president  of  the 
Union  Pacific  last  year,  he  found  the 
presidential  office  banked  with  flow- 
ers the  morning  he  moved  in.  The 
very  dignified  president  of  another 
railroad  was  visiting  him  when  a  re- 
tired U.P.  switchman,  an  old  buddy, 
was  announced.  Ushered  in,  he  sur- 
veyed the  big  office  and  its  exuberance 
of  floral  tributes,  then  ejaculated,  'Bill, 
you  son-of-a-gun,  you've  made  it!  I've 
worried  about  you  a  lot,  but  from  now 
on,  you're  on  your  own.'  " 

Twenty-five  years  ago 

(From  the  issue  of  November  1,  1963) 
"Introduced  25  years  ago  last  month, 
nylon  at  first  was  synonymous  with 
women's  stockings.  Today  hosiery 
still  takes  45  million  pounds  of  nylon 
a  year.  But  of  the  estimated  600  mil- 
lion pounds  to  be  produced  in  1963, 
tires  will  use  some  210  million 
pounds,  carpets  100  million,  apparel 
fabrics  75  million  and  industrial  ap- 
plications 70  million." 

"Americans  may  be  gobbling  up 
Volkswagens,  but  back  where  VW 
comes  from,  two  American-owned 
companies  are  steadily  cutting  Volks- 
wagenwerk,  A.G.  down  to  size.  The 
West  German  auto  market  is  boom- 
ing; this  year,  West  Germans  are  ex- 
pected to  buy  1.3  million  new  cars, 
more  than  twice  as  many  as  they  did 
only  six  years  ago.  It's  not  VW  that's 
cleaning  up,  however;  it's  General 
Motors'  Opel  and  Ford's  Taurus." 

Ten  years  ago 

(From  the  issue  of  October  30,  1978) 
"Nipper,  the  fox  terrier  that  first 
cocked  an  ear  for  phonograph  records 
almost  80  years  ago,  is  getting  a  new 
lease  on  life  from  RCA,  'his  master's 
voice'  since  1929,  when  it  bought  up 


Giant  statue  of  Nipper,  the  RCA  Victor 
dog,  listening  to  "his  master's  voice" 

Victor  records.  The  company  plans  to 
revive  the  mascot  next  year  in  $8  mil- 
lion worth  of  product  advertising.  .  .  . 
The  revival  of  the  trademark,  created 
in  the  1890s  by  London  photographer- 
painter  Francis  Barraud,  was  prompt- 
ed by  a  study  ordered  by  RCA  Presi- 
dent Edgar  H.  Griffiths  in  1976." 

"Although  few  firms  match  the  $1.5 
million  Broadway-style  show  and 
breakfast  that  privately  held  Milliken 
Co.  holds  for  its  textile  buyers  annual- 
ly, dozens  of  other  firms  now  have 
seven-figure  budgets  for  singers,  mu- 
sicians and  dancers.  .  .  .  Just  this 
spring  various  IBM  divisions,  for  ex- 
ample, presented  at  least  seven  shows 
for  key  employees  in  Hawaii  and 
Phoenix  with  top-liners  like  Glen 
Campbell  and  Paul  Anka." 

"At  elegant  old  Woodlawn  Cemetery 
in  the  Bronx,  where  Herman  Melville 
and  Duke  Ellington  are  buried,  the 
top-of-the-line  is  an  $80,000  family- 
sized  mausoleum  room  in  a  good  loca- 
tion. In  Hawaii,  a  grave  site  with 
ocean  view  overlooking  Diamond 
Head  runs  $1,250.  A  grave  near  water- 
falls among  the  Dallas  live  oaks  is 
$800,  and  at  California's  famous  For- 
est Lawn  Memorial  Park,  a  35-square- 
foot  plot  goes  for  $2,000.  That's  one 
reason  the  nation's  privately  owned 
cemeteries  .  .  .  are  doing  well." 
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T  wish  to  become  rich,  so  that  I 
can  instruct  the  people  and 
glorify  honest  poverty  a  little, 
like  those  kind-hearted,  fat, 
benevolent  people  do. 
Makk  Twain 


I  love  money;  just  to  be  in  the 
room  with  a  millionaire  makes 
me  feel  less  forlorn. 
Logan  Pearsall  Smith 


The  rich  are  the  real  outcasts 
of  society,  and  special 
missions  should  be  organized 
for  them. 
Norman  Macleod 


The  mere  material  world  suggests 

to  us  no  concepts  of  good 

or  evil,  because  we  can 

discern  in  it  no  system 

or  grades  of  value. 

Alfred  North  Whitehead 


The  majority  of  men  devote 
the  greater  part  of  their  lives 
to  making  their  remaining 
years  unhappy. 
Jean  de  La  Bruyere 


Men  who  pass  most  comfortably 
through  the  world  are  those 
who  possess  good  digestions 
and  hard  hearts. 
Harriet  Martineau 


Whoever  docs  not  regard  what 
he  has  as  most  ample  wealth, 
is  unhappy,  though  he  is 
master  of  the  world 
Epicurus 


Society  is  made  up  of  two 
great  classes:  those  who  have 
more  dinners  than  appetite, 
and  those  who  have  more 
tire  than  dinners. 
i  as  Chamfort 


To  be  thought  rich  is  as 

goo(  ich. 

William  Makepeace  Thackeray 


Thoughts 

on  the  Business  of  Life 


Take  a  tfx>usand  millionaires  and  a 
thousand  workmen.  Wricb  group  can 
sleep  the  better  and  eat  the  better? 
Wlrich  bare  tbe  quieter  mind?  Which 
have  the  more  tranquil,  satisfying 
lives?  Millionaires  are  two  classes, 
those  who  are  slaves  to  business  and 
those  who  are  slaves  to  pleasures.  Tbe 
exceptions  observe  moderation  in  all 
things.  They  accept  their  wealth  as  an 
instrument  to  be  used  for  tfje 
betterment  of  humanity.  They  spend  a 
rational  amount  of  time  and  thought 
on  giving  as  well  as  on  getting,  in 
distributing  as  well  as  accumulating. 
B.C.  Forbes 


There  are  men  who  are  happy 
without  knowing  it. 
Vauvenargues 


It  is  only  when  the  rich 
are  sick  that  they  feel  the 
impotence  of  wealth. 
Charles  Caleb  Colton 


It's  pretty  hard  to  tell 
what  does  bring  happiness; 
poverty  and  wealth  have 
both  failed. 
Kin  Hubbard 


He  who  draws  upon  his  own 
resources  easily  comes  to 
an  end  of  his  own  wealth. 
William  Hazlitt 


More  than  6.000  'Thoughts,''  indexed  by 
author  and  subiect.  arc  available  m  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  avail 
able,  a  one-volume  edition  of  over  3.000 
"Thoughf.  I'ncc  $18.50.  Send  check  and 
taduta  Potbeslne  .  dOFiflli  Ave.  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  m  New 
York  State  and  other  states  where  applicable. 


Morality  is  the  best  of  all 
devices  for  leading  mankind 
by  the  nose. 
Friedrich  Nietzsche 


The  suffering  of  the  rich  is 
among  the  sweetest  pleasures 
of  the  poor. 
R.M.  FIuber 


Comfort,  n.  A  state  of  mind 
produced  by  contemplation 
of  a  neighbor's  uneasiness. 
Ambrose  Bierce 


The  secret  of  happiness 
is  renunciation. 
Andrew  Carnegie 


The  passion  of  acquiring  riches 
in  order  to  support  a  vain 
expense,  corrupts  the 
purest  souls. 
Francois  Fenelon 


A  Text . . . 

He  that  despiseth  his 
neighbour  sinneth:  but 
he  that  hath  mercy  on 
the  poor,  happy  is  he. 
Pkox'erbs  14:21 


Sent  in  by  Sharon  Earl,  Buffalo,  N.Y. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Seek  not  happiness  too 
greedily,  and  be  not  fearful 
of  unhappiness. 
Lao-tzu 


Every  success  is  ignominious; 
we  never  get  over  it — 
in  our  own  eyes, 
of  course. 
E.M.  Cioran 
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DE  WAR'S     PROFILE 


JEREMIAH  TOWEH 

IK )ME:  San  Francisco, California. 

ACE:  4f>. 

PROFESSION:  Head  chef  and  owner.  Stars. 

HOBBY:  Running  the  Society  to  Stamp  Out 
Kiwis.'The  fruit,  not  the  bird." 

LAST  BOOK  READ:  Bread  and  Circuses, 
Patrick  Brant  linger. 

LATEST  ACCOMPLISHMENT:  Wrote  a 
cookbook,  A'<  w  A  merkan  Classics,  featuring 
such  recipes  as  Eggs  in  Hell, Texas  Style. 

WHY  I  DO  WHAT  I  DO:"With  a  B.A. 
and  M.A.  in  architecture  from  HaryaH 
it 's  hard  to  explain,  but  it's  a  lot  of  fun. 

OCOTE/'Fivshhcr^r 

PROFILE:  Aristocratic,  confident    / 
and  a  self-described  monarchist. 
"Everyone  likes  to  have  things 
his  own  way.  I  just  admit  it." 

HIS  SCOTCH:  I )e\var's« 
"White  Label  »"with  i    . 

soda. "I  particularly 
enjoy  something 
I  don't  have 
to  cook."  ' 
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C     A     D     I     L     L     A 


This  Cadillac-exclusive  4.5  liter 
V8  lets  you  pass  with  confideno 


ELDORADO 

The  personal  luxury  coupe 
with  the  style  to  set  the  pace 
and  the  power  to  keep  it. 


The  1989  Eldorado  is  the  pe 
sonal  luxury  coupe  for  those  v 
will  not  compromise  between 
comfort  and  performance. 

Its  clean,  tailored  lines  mal< 
distinctive  statement  about  yc 
Six-way  power  bucket  seats  ar 
available  birdseye  maple  woo 
trim  let  you  travel  in  renowne 
Cadillac  luxury. 

The  Eldorado's  responsive 


i 


TOBER    31 


MPEAU'S  NEW  TAX  LOOPHOL 
NEW  LIFE  IN  THE  TAKEOVER  Gi 


IIIRIK  IX)I.L\RS  SEVENTY 
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IS  THE 
ROSPERITY 
HOLLOW? 


'T  1  8  1988 
LIBRARY 


Is  debt  out  of  control... 
Do  we  owe  too  much  to  foreigners... 
Are  we  really  living  beyond  our  means, 
Has 
Did 
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loday,  a  bank  should  never  stop  developing 
new  solutions  for  old  problems. 

Some  problems  are  as  old  as  business  itself. 

How  do  you  invest  corporate  assets?  Structure  corporate 
debt?  Manage  corporate  cash? 

Yesterday's  answers  may  not  be  best  today. 

Creating  better  ones  is  a  constant  pursuit  at  Bankers  Trust. 

As  merchant  bankers,  we  have  at  our  command  a  wide 
array  of  sophisticated  financial  techniques.  Presence  and  profi- 
ciency in  all  the  world's  markets.  And  the  ability,  through  skilled 
and  imaginative  people,  to  focus  these  resources  on  a  problem. 

The  result  may  often  be  a  brand-new  solution.  One  which 
fits  not  only  the  problem  at  hand,  but  also  your  overall  financial 
objectives. 

Today,  an  increasing  number  of  corporations  are  relying  on 
merchant  banking  for  what  it  provides  best:  innovation  not  for 
innovation's  sake,  but  for  the  client's  sake. 


DBankersTrust  Company 


Because  today  isn't  yesterday. 
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WHY  I  BOUGHT  THE  PLAZA 


11  of  my  life  I  have  been  asked,  'What  is  the  great  hotel  of  New  York?' 

In  London,  Paris,  Rome  and  most  other  world-class  cities,  there  is 
a  single  great  hotel  that  can  easily  be  pointed  to  as  standing  above  the  rest. 

In  New  York  City,  the  greatest  city  in  the  world,  there  has  been  no 
such  hotel  since  The  Plaza  reigned  supreme.  Since  then,  there  has  not  been 
that  single,  wonderful  hotel  that  New  Yorkers  could  point  to  with  pride. 

Although  there  are  some  fine  hotels  in  New  York,  their  service,  room  quality 
and  location  are  a  distant  second  to  the  world's  best. 

The  Plaza  is  New  York  City's  single  best  location  and  has  the  finest  physical 
plant.  There  are  no  better  rooms  or  suites  anywhere  in  the  world.  The  ballroom  is  said  by  all 
to  be  'far  and  away  the  most  beautiful  room  of  its  kind  in  New  York  City.' 

The  Plaza  has  everything  it  takes  to  be  'the  great  hotel  of  New  York.'  It  has 
been  designated  a  National  Historic  Landmark  as  well  as  a  New  York  City  Landmark.  All 
of  its  rooms  have  been  painstakingly  restored;  their  original  spacious  dimensions  and 
architectural  details  are  now  fully  in  place. 

But  having  the  best  rooms  and  the  best  location  is  not  good  enough.  When 
large  public  corporations  are  involved,  the  mystique  and  quality  of  management  can 
disappear. 

The  Plaza  will  again  be  the  place  to  be  after  theater.  The  hotel  for  afternoon 
tea,  for  big  weddings,  for  wonderful  restaurants.  The  Plaza  will  be  the  hotel  in  which  royalty 
stays  when  in  New  York. 

The  Plaza  will  be,  qujte  simply,  The  Plaza. 

I  haven't  purchased  a  building,  I  have  purchased  a  masterpiece — the  Mona  Lisa. 

For  the  first  time  in  my  life,  I  have  knowingly  made  a  deal  which  was  not 
economic — for  I  can  never  justify  the  price  I  paid,  no  matter  how  successful  The  Plaza 
becomes.  What  I  have  done, 
however,  is  to  give  to  New 
York  City  the  opportunity 
to  have  a  hotel  which  tran- 
scends all  others!  The  Plaza 
will  transcend  all  others! 
I  am  committed  to  making 
The  Plaza  New  York's  single 
great  hotel,  perhaps  the 
greatest  hotel  in  the  world. " 


Donald  J.  Trump 


htra&ucin^fRie  Audi  Advantage. 

No  one  has  ever  tried  it  before.  But  for  Audi,  it  is  the  logical 
next  step  in  luxury  cars. 

It's  called  the  Audi  Advantage.  And  quite  simply,  it 
redefines  the  risks  of  ownership. 

How?  With  exclusive  protection  no  other  car  maker 
can  match.  Designed  to  provide  security  for  you  and  your 
Audi  from  delivery  to  trade-in. 

For  example,  for  the  first  three  years  or 
50,000  miles,  the  no-charge  maintenance  and 
limited  warranty  of  the  Audi  Advantage*  means  all  repairs, 
all  scheduled  maintenance,  all  routine  oil  changes  are  all 
paid  for.  The  wheel  alignments,  the  brake  pads,  the  wiper 
blades,  you  name  it.  Even  normal  wear-and-tear  is  covered, 
except  for  tires  and  soft  trim,  of  course. 

In  short,  it  pays  for  virtually  everything  but  gasoline. 


(An  owner  still  has  a  few  responsibilities,  after  all;  so  the 
some  inevitable  fine  print  about  negligence  and  acciden 

The  Audi  Advantage  also  offers  24-Hour  Roadside 
tance.  A  full  decade  of  corrosion  protection.  And  welcor  I 
security  at  trade-in  time.  Thanks  to  a  Guaranteed  Resahi 
Index  that  certifies  trade-in  value. 

It  is,  in  total,  a  better  way  to  own  a  car.  But  it  wouk-j 
be  possible  had  not  Audi  created  a  better  car  to  own.  Tr| 
new  100/200  Series.  This  is  no  mere  restyling.  This  is 
rethinking  from  the  inside  out.  The  result?  Over  1500 
design  improvements. 

The  permanent  all-wheel  drive  Quattro  system,  fol 
instance,  has  evolved  to  its  second  generation;  a  torque-l 
sensing  differential  provides  more  consistent  control,  evl 
under  inconsistent  conditions.  The  powerful  four-wheel 
disc  brakes  have  been  finessed  and  combined  with  ABS 
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)ck  Braking),  to  stop  with  quiet  authority.  And  for 
>r  performance,  the  sophisticated  electronic  fuel  injec- 
been  retooled  and  recrafted. 
itside,  the  Audi  shape,  already  an  aerodynamic 
lark,  is  an  even  sleeker  piece  of  efficient  elegance, 
ish  door  handles  and  new  aero  wheels. 
;ide,  intelligent  details  and  luxurious  touches  abound 
>  wood  defines  the  drivers  environment.  A  self- 
ing  system  monitors  13 
:  functions.  An  anti-theft 
standard.  So  is  the 
There's  even  a  private 
Dne  jack  for  rear-seat 
ers.  Everything  has 
apted,  adjusted  and 


arranged  to  heighten  driver  control  and  reduce  driver  stress. 

This  is  luxury  based  on  logic.  And  only  the  driver's  seat 
can  do  it  true  justice.  So  arrange  for  a  test  drive. 

And  remember,  all  new  Audis,  from  the  80/90  Sports 
Sedans  to  the  dramatic  100/200  Series,  are  equipped  with  the 
Audi  Advantage. 

So  no  matter  which  Audi  you  choose,  you  can  be  certain 
of  two  things.  You  chose  a  better  car  to  own.  And  a  better 
way  to  own  a  car. 

Your  dealer  will  proudly  share  One  details  oj  Audi's  new  car  and 
corrosion  perforation  limited  warranties,  and  the  other 
programs  listed  above.  Roadside  Assistance 
provided  fry  US  AC,  Motoring  Division,  Inc 
Guaranteed  Resale  Index  excludes  leases. 
Certain  restrictions  apply.  Not  all  features 
described  are  included  on  every  model.  For  more 
information,  call  1-800-FOR-AUD1.  ©  1988  Audi. 


AudiToday:TheNew  100/200  Series. 
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Knee  j  erk  journalism 

In  early  October,  Managing  Editor  Sheldon  Zalaznick  took  a 
phone  call  from  a  writer  at  a  well-known  magazine.  The  writer 
was  doing  a  roundup  on  how  the  various  publications  planned 
to  mark  the  first  anniversary  of  the  1987  stock  market  crash. 
What  were  Forbes'  plans  in  this  regard?  "We  don't  have  any," 
Zalaznick  told  the  reporter,  adding:  "What's  so  special  about  an 
anniversary?"  The  reporter  seemed  taken  aback — everybody 
else  was  memorializing  the  infamous  event  in  word  and  picture. 

What  everybody  else  was  doing  was  indulging  in  knee-jerk 
journalism.  An  anniversary  becomes  a  media  event  even  if 
nothing  new  is  to  be  said. 
It  was  the  same  knee-jerk 
journalism  a  year  ago  that 
caused  most  of  the  media 
to    shout    "1929!"    when 
Black    Monday    happened 
and  caused   most   of  the 
media   and   the    so-called 
experts  to  predict  that  the 
crash  would  bring  on  a  de- 
pression or  at  least  a  reces- 
sion. I'm  happy  to  say  that 
our  knees  didn't  jerk.  In  an 
early  issue  after  the  crash 
(Nov  30,  1987),  our  cover 
predicted:    "More    bumps 
ahead,  but  no  depression." 
We  ran  an  article  accompanied  by  a  series  of  charts  that  cut 
through  the  then  prevalent  hysteria  to  show  that  few  market 
crashes  actually  ushered  in  recession  or  depression.  We  put. 
things  in  perspective. 

In  a  similar  spirit  of  cliche-busting,  the  cover  story  in  this 
issue  examines  some  myths  and  conceptions  about  the  econo- 
my. "Is  the  Reagan  prosperity  for  real?"  richly  illustrated  with 
charts  and  hard-to-refute  facts,  begins  on  page  85.  It  is  by  Peter 
Brimelow,  who  has  written  for  us  on  subjects  as  varied  as 
education,  gold,  legal  policy  and  the  stock  market.  He  has  a 
degree  in  history  and  economics  from  the  University  of  Sussex 
in  England  and  an  M.B.A.  from  Stanford.  Some  of  his  conclu- 
sions, flying  in  the  face  of  conventional  wisdom,  may  surprise 
you,  but  we  think  they  will  prove  as  valid  as  our  conclusion  last 
year  that  the  stock  market  crash  would  not  disrupt  the  general 
prosperity. 

Comp/Comm 

Just  four  issues  old,  our  Computers/Communications  section, 
edited  by  Assistant  Managing  Editor  William  Baldwin,  is  flying 
high.  Along  with  the  related  Technology  section  it  includes  five 
articles  this  time  and  covers  such  topics  as  ultrasonics,  Unix, 
publishing  software,  and  competition  between  cellular  and  wire 
telephones.  A  highlight  is  a  case  history  of  how  a  high-tech 
startup  with  a  good  product  and  plenty  of  financing  nearly 
floundered  on  a  bad  marketing  plan.  The  section  starts  on  page 
134.  Even  those  who  arc  not  computer  or  technology  buffs  will, 
we  think,  find  the  section  user-friendly. 


C^Editor 
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MAXXUM 


^^ITpi  I  IC^f-SJT^he  legend  that  began  with  the  original  Maxxunf  continues  now  with 


II  N  I  LLL/VJ7L/  >f  I.  intelligent  photography.  Maxxum  Series  /  brings  you  the  world's  fastest 
r  autofocus  and  much  more.  Like  Predictive  Autofocus.  Maxxum  /calculates  the  speed  and  direction  of 
m  a  fast-moving  subject  so  it  maintains  continuous  focus.  And  like  the  widest  focusing  area  ever — up  to 
?x  larger.  Our  intelligent  AF  system  makes  all  others  obsolete. 


flK  J^^CK  J//^/  /C  Maxxum  /  is  so  ingenious  it  takes  total  control  of  lighting.  Because  it 
/  N v7LI  Nl  v-/LyO.  has  the  first-ever  AF-integrated  Multi-pattern  Real-time  Metering.  And 
the  Maxxum/  needs  almost  no  light  at  all  for  focusing.  Plus,  Maxxum  Series /adds  five  more  compact 
zoom  lenses  to  the  world's  most  comprehensive  autofocus  system. 


frK  I  A  XA/Z^DI  r*\  DV  /7"CC/  C  The  uniqueness  of  Maxxum  Series  /  begins 
INM  VYKjlxLU  Dl  I  I  OCLl.  with  the  world's  smallest,  lightest  autofocus 
SLR.  The  easy-to-use  Maxxum  3000/.  Then  there's  Maxxum  7000/  with  the  world's  first  optional 
Creative  Expansion  Card  System,  putting  the  ultimate  in  creativity  at  your  fingertips.  Perhaps  once 
1  a  decade,  a  photographic  advance  like  the  original  Maxxum  assumes  legendary  proportions.  Now,  with 
laxxum  Series/,  the  legend  continues. 

certain  that  the  valuable  Minolta  USA  2-year  camera/5-year  lens  limited  warranty  cards  are  packaged  with  your  products, 
more  information,  see  your  Minolta  dealer  or  write:  Minolta  Corporation,  101  Williams  Drive.  Ramsey,  NJ  07446.  In  Canada: 
lolta  Canada,  Inc..  Ontario.  S  1988  Minolta  Corporation. 

JEW 
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Follow-Through 


Rocky  times 
for  Rockresorts 

May  16,  1988 
William  Pill  III 


W'  hen  Laurance  Rockefeller  sold 
his  exclusive  Rockresorts  hotels, 
including  the  famous  Caneel  Bay  re- 
sort in  the  U.S.  Virgin  Islands,  to  rail- 
road giant  CSX,  more  than  one  guest 
wondered  whether  the  sale  would  di- 
minish the  charm  of  the  genteel  vaca- 
tion spots.  Forbes  disagreed.  But  we 
failed  to  consider  just  how  fast  CSX 
would  bail  out  of  the  venture  once  it 
began  to  focus  its  energies  more  on  its 
core  transportation  business. 

As  part  of  its  September  restructur- 
ing plan,  the  $8  billion  (1987  sales) 
railroad  has  hired  the  investment 
banking  firm  of  Wasserstein,  Perella 
&  Co.  to  find  a  buyer  for  Rockresorts. 
Rockefeller  himself  is  not  pleased. 
Having  been  earlier  assured  by  CSX 
that  it  was  investing  in  Rockresorts 
"for  the  long  haul,"  Laurance  Rocke- 
feller has  now  resigned  as  director 
emeritus  of  Rockresorts'  board.  He 
has  also  fired  CSX  as  manager  of  a 
personally  owned  resort  in  Wood- 
stock, Vt— Edward  F.  Cone 


Too  much, 
too  fast 

Sept  21,  1987 
James  HtUhwr 


in  assets,  and  at  least  $40  million  in 
debts  due  to  more  than  300  creditors, 
J.  Bildner  &  Sons  in  July  filed  for  pro- 
tection under  Chapter  11.  Bildner 
now  operates  six  stores  from  a  Brook- 
line,  Mass.  office  over  one  of  them. 
He'd  like  to  keep  going,  but  that's  up 
to  the  U.S.  Bankruptcy  Court  to  de- 
cide.— Claire  Poole 


Lone  Star 
loser 

Sep  I  19,  1988 
Gene  Bishop 


A \car  ago  fames  Bildner's  dream  of 
building  a  national  gourmet  gro- 
cery chain  was  fading.  Most  of  the 
$46.3    million    that    Boston-based    ). 
Bildner  &  Sons  raised  in  its  initial 
public    ottering    and    subsequent    ti 
nancing  was  gone  and  the  company's 
18-store   operation,    stretching   from 
Boston  to  Birmingham,  was  in  the  red. 
The  stock,  meanwhile,  was  40%  be- 
ts initial  offering  price,  and 
is  frantically  scaling  back  op- 
iaid  he  of  his  overreaching, 
now   is  to  run  a  well 
npany." 
h  only  about  $10  million 


Earlier  this  fall  Dallas'  MCorp  (as- 
sets, $20  billion)  was  the  only  big 
Texas  bank  that  hadn't  been  bought 
or  bailed  out.  Forbes  thought  scrappy 
Chairman  Gene  Bishop  could  recapi- 
talize the  troubled  but  still  solvent 
bank  without  federal  help — barring 
disasters  like  a  sudden  decay  of  the 
loan  portfolio. 

Disaster  is  precisely  what  hap- 
pened. A  regularly  scheduled — and,  in 
the  wake  of  the  First  RepublicBank 
debacle,  extremely  rigorous — federal 
examination  turned  up  unexpected 
weaknesses.  Result:  a  roughly  $370 
million  loan-loss  provision  and  an  es- 
timated $525  million  net  loss  for  the 
third  quarter.  That  reduced  Bishop  to 
asking  for  federal  aid  of  reportedly 
about  $1  billion,  as  part  of  a  bailout 
plan  that  includes  some  $400  million 
in  private  funds,  much  of  it  from  Tex- 
as sources.  The  feds  are  expected  to 
ask  for  competing  bids.  MCorp  may 
yet  wind  up  Texas-owned  and  run, 
but  the  cherished  dream  of  an  inde- 
pendent Texas  bank  is  officially 
dead — Toni  Mack 


life  insurance  underwriters,  turne 
out  to  be  a  windfall  for  mutual  con 
panies  while  providing  no  benefit  t 
their  investor-owned  competitors.  Be 
cause  of  a  mathematical  fluke,  th 
mutuals  ended  up  with  a  deductio 
on  dividends  that  was  greater  tha 
their  actual  payout  to  policyholder: 
resulting  in  a  tax  savings  of  abot 
$200  million  for  1986. 

After  protests  from  stock  insuranc 
companies,  the  IRS  has  now  reverse 
itself  and  announced  that  there  can 
be  a  negative  tax  rate;  thus,  no  $20 
million  windfall  for  the  mutual^ 
Congress  is  worried  there  may  be  otrj 
er  inequities  in  taxing  insurance  coir 
panies,  and  a  House  Ways  &  Mean 
subcommittee  may  ask  Congress  t 
look  into  the  matter  during  the  ne> 
session. — C.P. 


Settling 
for  more 

May  19,  1987 
Frank  Wright  Jr. 


Around  tax  time  last  spring,  Forbes 
spotted  a  glitch  in  Section  809  of 
the  Internal  Revenue  Code.  A  formula 
created  in  1984  to  close  a  loophole  for 


No  thanks,  said  Tacoma,  Wash.' 
Puyallup  (pew-AL-up)  Indians,  to 
$140  million  federal  offer  arising  fror. 
an  1854  treaty.  The  offer  gave  th 
tribe  cash,  business  loan  guarantees 
social  services,  and  ownership  right 
to  a  prime  land  parcel  along  Blair  Wa 
terway,  the  main  ship  channel  int« 
Tacoma.  All  the  Indians  had  to  do  wa 
drop  a  real  estate  claim  to  much  of  th 
port  itself.  Forbes  thought  it  was  tim 
to  smoke  the  peace  pipe,  especiall' 
since  the  far-reaching  claim  to  th 
Tacoma  land  had  placed  a  develop 
ment  cloud  over  much  of  the  city. 

Finally,  the  Puyallups  agreed.  Trib 
al  chairman  Frank  Wright  Jr.  was  vot 
ed  out,  and  a  new  tribal  leadershij 
team  has  been  able  to  strike  a  deal  t( 
settle  the  dispute.  In  return  for  givin 
up  their  claim  to  the  port  of  Tacor 
the  Indians  get  all  the  social  serviced 
and  loan  guarantees  previously  ol 
fered,  as  well  as  the  developmen 
rights  they  had  sought  along  the  Bla 
Waterway.  What  changed  thei 
minds?  Federal  willingness  to  kick 
a  special  $20,000  lump  sum  to  each  o 
the  tribe's  1,200  members.  Congres 
sional  approval  should  come  quick 
ly— E.F.C. 
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TWA  invites  business  travelers 
to  spend  less  time  withus* 

TWVs  Airport  Express* 
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Advance  Boarding  Passes  Speed 
You  to  the  Gate. 

With  TWA,  you  can  arrange  to  have  your 
Dundtrip  boarding  passes  even  before  you  get 
3  the  airport,  so  those  of  you  without  luggage 
3  check  can  go  directly  to  the  gate.  This  special 
irport  Express™  service  will  save  you  much  time. 

Express  Check-In  for  First  Class  and 
Business  Class  Passengers. 

TWA  realizes  the  business  world  moves 
ist,  so  we've  made  sure  business  travelers  can, 
do.  Those  First  Class  and  Business  Class  pass- 
ngers  traveling  on  widebody  flights  will  benefit 
"om  our  special  express  check- in. 

This  is  a  counter  reserved  specifically  for 
lese  passengers,  to  assist  them  quickly  with 
aggage,  reservations,  or  whatever  other  ser- 
ices  they  might  need. 


TWA's  Personal  Service  Commitment. 

TWA  is  determined  to  bring  you  the  best 
personal  service  in  the  airline  industry.  So  we've 
assigned  an  In-Flight  Service  Manager  to  every 
flight  to  make  sure  your  trip  is  as  hassle-free  and 
comfortable  as  possible. 

In  addition,  our  Chairman  of  the  Board  has 
put  together  a  Quality  Control  Team.  A  group  of 
30  very  picky  people  who  fly  TWA,  assessing  the 
service  they  receive,  on  a  checklist  of  over  100 
service  items.  They  report  directly  back  to  him 
with  their  comments,  good  and  bad.  And  if  any- 
thing needs  improvement,  it  gets  improved.  Fast. 

Because  at  TWA,  great  service  is  a  top  priority. 


TODAY'S  TWA. 
FIND  OUT  HOW  GOOD  WE  REALLY  ARE!" 
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What 
should  everi 


j  company 
demand  from  a 
computer  system? 


Growth 


Introducing  the  IBM  Application  S)  stem/400. 

\\  hen  your  business  i-  small,  \<>u  can  buj  an  IUM®  Application  System/400™  and  it  will  be  ji 
the  right  size. 

Later  on.  \oull  still  be  smiling. 

That's  because  as  yourcompan)  grows,  your  Application  Svstem/400  can  grow  right  along 
with  you.  \nd  the  investments  \<>u  made  at  first— in  software,  training,  and  peripherals- will  still" 
working  for  you. 

That's  what  the  IIU1  Application  System/400  is  all  ahout.  It  comes  from  IBM's  leadership 
over  a  quarter  million  mid-size  computer  systems  in  place,  and  it  does  what  growing  companies 
told  us  the)  want. 

It  lets  you  grow  into  what  you  need,  without  outgrowing  what  you've  paid  for. 

Tod  ay:  Solutions  for  your  business,  from  the  leader  in  business  solutions. 

Never  before  has  a  mid-size  computer  system  been  introduced  with  so  much  proven  softwi 


■  *<twk  and  Apple*  idemarks  ol  IBM  Co<p 


dy  to  go.  Thousands  of  programs  that  run  on  IBM's  System/36  and  /38  can  run  on  the  IBM 
plication  System/400. 

Even  better,  any  program  you  start  with,  you  can  stay  with.  No  matter  how  big  your  Application 
tem/400  gets,  your  software  will  always  work. 

Tomorrow:  Protection  for  your  investment  as  your  business  grows. 

Most  models  of  the  IBM  Application  System/400  come  rack-mounted  like  a  stereo  system, 
uponents  slide  in  and  out,  so  you  can  upgrade  right  on  the  spot.  You're  not  locked  into  any 
titular  setup.  Your  system's  only  as  big  as  you  need,  and  making  it  bigger  is  easy. 

What's  more,  the  Application  System/400  comes  with  a  state-of-the-art  education  system,  plus 
tomer  support  that's  unmatched  in  the  industry. 

For  a  free  brochure,  or  to  arrange  for  a  detailed  discussion  about  the  Application  System/400, 
1-800-IBM-2468,  ext.  82 .  
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Hazardous  waste  alert 

When  an  industry's  as  hot  as  the  tox- 
ic-waste cleanup  business  is  now,  du- 
bious stocks  ride  high  right  along 
with  the  promising  ones.  How  else  to 
explain  the  market's  assessment  of 
Radiation  Disposal  Systems,  a  North 
Carolina  development-stage  company 
with  neither  earnings  nor  sales?  Re- 
cently traded  around  $8,  its  market 
capitalization  is  a  nifty  $85  million. 

How  do  you  create  $85  million  in 
market  value  virtually  out  of  thin  air? 
With  hype.  In  July  the  company  re- 
leased the  news  that  it  was  in  "de- 
tailed negotiations  with  Bechtel-Sie- 
mens"  over  a  future  sales  agreement. 
The  company  says  it's  developing  ma- 
chines that  will  reduce  radioactive 
wastes  generated  by  nuclear  power 
plants.  Bechtel  says  negotiations  are 
progressing. 

Touting  the  stock  is  an  obscure  se- 
curities firm  located  in  Boca  Raton 
with  the  impressive  name  of  Morgan 
Gladstone.  Just  a  few  months  ago  Ra- 
diation's publicity  consultant  An- 
thony Forte  and  three  pals  pumped 
$250,000  in  working  capital  into  Mor- 
gan; Forte  has  since  left  the  startup. 

In  disciplinary  actions  disclosed  in 
October,  the  NASD  alleged  that  Mor- 
gan Gladstone  overcharged  customers 
with  markups  ranging  from  7%  to 
150%.  Legitimate  investors  may  be 
gun-shy  these  days,  but  apparently 
plenty  of  suckers  remain. 

Brooklyn  beachhead 

A  year  ago  it  seemed  Japanese  inves- 
tors were  snapping  up  big  U.S.  office 
towers  every  other  day.  Today  it  ap- 
peais  that  trenzy  has  abated. 

But  has  the  Japanese  real  estate  in- 
vasion slowed?  Or  uist  gone  under- 
ground? The  latter,  says  Julien  Stud- 
ley,  head  of  a  large  New  York  real 
estate  brokerage  that  hears  his  name. 
On  a  recent  visit  to  Japan,  Studley 
found  the  Japanese  extremely  sensi- 
tive to  how  their  huying  spree  was 
viewed  in  the  U.S.  "They  don't  want 
to  he  perceived  as  taking  things  over," 
he  says. 

So  now  Japanese  investments  are 
much  less  visible  There  are  more 
partnerships,  financings  and  convert- 
ible loans,  with  American  developers 
publicly  in  the  lead.  And  Japanese 
buyers  have  stopped  hinging  on  Land- 
mark buildings;  less  glamorous  prop- 


erties are  now  in  favor.  In  recent 
months  they  have  either  bought  or 
financed  a  raceway  in  the  Catskills, 
the  Taco  Bell  headquarters  in  New- 
port Beach,  Calif,  and  an  office  build- 
ing in  Brooklyn. — Eric  Schmuckler 

The  S  AS  Texas  Air  deal 

Frank  Lorenzo,  the  chairman  of  Texas 
Air,  has  taken  his  knocks  recently 
from  the  courts  and  from  much  of  the 
media,  but  he's  just  won  one  round. 
Witness  the  $50  million  arrangement 
recently  struck  with  Scandinavian 
Air  System's  president,  Jan  Carlzon. 

What  docs  SAS  get  for  its  money? 
Half  goes  to  Texas  Air's  Eastern  and 
Continental  units,  to  sublet  gates  at 
Newark  and  JFK  airports.  Twenty-five 


million  is  a  pretty  stiff  price  since 
Newark  has  plenty  of  gates  for  lease  at 
nonpremium  prices  and  SAS  already 
has  its  own  JFK  gates. 

The  other  $25  million  goes  to  Tex- 
as Air,  Lorenzo's  holding  company. ' 
The  two  carriers  will  train  personnel 
together,  provide  ground  services  for 
each  other  and  exchange  passengers. 
For  his  $50  million,  Carlzon  also1 
gets  the  right  to  buy  10%  of  Texas 
Air's  stock  in  the  open  market. 

Funny,  last  time  we  looked,  any- 
one with  the  money  and  the  desire  J 
could  do  that.— E.S. 

Life  without 
the  Concorde? 

Bad  news  ahead  for  those  business 
types  and  jetsetters  to  whom  life 
without  the  Concorde  would  be  un- 
thinkable: Gird  yourselves.  Con- 
corde's days  are  numbered. 

The  problem  isn't  profits.  Ever 
since  the  British  and  French  govern- 
ments generously  picked  up  the  $2 
billion  tab  for  Concorde's  develop- 
ment, the  droopy-nosed  planes  have 
made  money:  British  Airways'  Con- 
corde service  flies  93%  full  on  average 
and  netted  over  $50  million  last  year, 
while  Air  France,  flying  at  61%  of 
capacity,  made  about  $16  million. 

No,  the  problem  is  that  time  is  run- 
ning out.  The  14  Concordes  now  aloft 
are  about  halfway  through  their  pro- 
jected lives,  with  a  dozen  years  or  so 
before  retirement.  Production  lines 
were  shuttered  long  ago,  so  no  new 
Concordes  can  be  assembled.  Thus, 
by  2000,  the  current  Concordes  will 
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Texas  Air's  chairman,  Prank  Lorenzo 

He's  had  a  bad  year,  but  his  latest  deal  is  vintage. 
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F  Spooner/Gamma-Liaison 


"he  supersonic  Concorde 

Vill  you  be  able  to  do  without? 

e  ready  for  scrap.  As  for  a  supersonic 
uccessor,  experts  say  there  may  be  a 
ive-  to  ten-year  stretch  when  the 
/orld  will  have  to  do  without  com- 
lercial  supersonic  flight.  Studies  on 
uture  SSTs  are  under  way  in  the  U.S., 
urope  and  Japan,  but  none  took  off 
arly  enough  to  fill  the  gap. 

The  best  hope  for  a  Son  of  Concorde 
ies  with  Columbus,  Ohio's  Battelle 
/lemorial  Institute,  a  research  outfit 
rying  to  bring  together  all  of  the  ma- 
sr  SST  players  worldwide.  If  a  cooper- 
tive  effort  gets  going  soon,  the  sec- 
nd  generation,  able  to  fly  the  fast- 
rowing  U.S. -Asia  routes,  might 
neak  into  service  by  2010. 

Meantime,  Concorde  loyalists 
aust  steel  themselves  for  the  rigors  of 
irst  class.— Dana  Wechsler 

/hanging  their  tune 

"he  American  Society  of  Composers, 
authors  &  Publishers,  which  collects 
ong  royalties  for  copyright  holders, 
ecently  got  its  knuckles  rapped  for 
aaking  what  the  Federal  Election 
"ommission  called  illegal  campaign 
ifts.  ASCAP  funneled  over  $165,000 
o  congressional  candidates  who  car- 
ied  water  for  it  over  the  last  four 
ears,  ignoring  federal  campaign  laws. 

Among  the  society's  boo-boos:  It 
.ever  set  up  a  PAC,  instead  it  mingled 
eneral  and  political  funds.  And  it 
ave  more  than  the  allowed  amount 
o  some  candidates,  including  Senator 
irlen  Specter  (R-Pa.)  and  Congress- 
raman  Patricia  Schroeder  (D-Colo.). 
i  cardinal  rule  for  all  PACs  is  that 
ontributions  be  voluntary,  but 
iSCAP  was  simply  using  its  own 
reasury  funds  for  gifts  to  congressio- 
al  heavyweights  on  copyright  issues. 

ASCAP's  response:  Our  lawyers 
aid  it  was  okay.  The  society,  an  unin- 
orporated  membership  association, 
ontends  it  doesn't  fall  within  the 
lection  law  definition  of  a  "political 
ommittee."  But  rather  than  press  a 
ostly  legal  battle,  ASCAP  paid  a  to- 
en  $  1 ,000  penalty  without  admitting 
uilt  and  agreed  to  channel  future 
ifts  through  a  nonconnected  PAC 
bat  it  could  sponsor.— E.S. 
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HIGH  YIELD 


C 

^^^k  ince  its  beginning  more  than  20  years  ago,  ad\  er- 
^^^Htising  in  Institutional  Investor  has  always  been  a 
^m^^  sound  investment.  Now,  the  leading  magazine  in  the 
finance  and  investment  field  offers  a  higher  yield 
than  ever. 

In  1989,  II  will  introduce  its  new  INVESTMENT  MATCH 
PROGRAM.  Advertisers  who  take  advantage  of  this  program 
will  be  able  to  reach  Institutional  Investor's  universe  of 
544,000  readers  with  both  impact  and  frequency— 
AND  AT  A  VERY  FAVORARLE  COST. 

Next  year,  all  advertisers  who  increase  their  advertising 
schedule  in  II  by  a  minimum  of  one  insertion  over  1988 
levels  will  receive/ree  equivalent  advertising  to  match  their 
incremental  advertising  investment.  This  applies  to  sched- 
ules in  both  U.S.  and  International  Editions. 

For  example: 

"An  advertiser  who  increases  its  1988  four-time  schedule 
by  two  insertions  to  six  in  1989  will  receive  two  additional 
matching  insertions  free.  A  total  of  eight  insertions  at  the 
cost  of  only  six. 

"An  advertiser  who  ran  only  once  in  1988  can  triple  that 
investment  by  adding  only  one  more  page  and  getting  the 
third  free. 

When  you  are  planning  your  advertising  portfolio  for  1989, 
be  sure  to  consider  Institutional  Investor  for  the  best  yield  on 
your  advertising  dollars  and  for  its  delivery  of  a  very  select 
audience  of  decision  makers  at  the  very  highest  level  in  the 
financial  and  investment  community. 

For  complete  details,  call  Jay  Rerfas,  Director  of 
Advertising,  in  New  York  at  (212)  303-3305. 


.Institutional 
Investor 
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Readers  Say 


Stairway  to  heaven 

Sir:  When  I  read  about  entertainers' 
earnings  ("The  new  aristocracy/'  Oct. 
3)  I  couldn't  help  but  paraphrase 
Churchill — "Never  have  so  many 
paid  so  much  to  so  few  for  so  little" 
since  the  oil  sheikhs  of  the  1970s. 
— Larry  L.  Hodges 
Memphis,  Term. 


Sir:  Before  even  reading  one  word  of 
your  cover  story,  my  only  comment  is 
the  old  adage  "You  still  can't  take  it 
with  you!"  So  what  if  Elvis  is  still 
raking  it  in,  show  me  how  he  is  direct- 
ly benefiting! 
—John  l)  Baker 
Columbia.  S.C. 


A  push  for  Bush 

Sir:  Your  Fact  and  Comment  was  )ust 
great  and  uplifting  (Sept   19).  The  ex- 
cerpts from   Richard  Nixon's  News- 
week article  are  thought  provoking. 
— George  Hush 
The  Vice  /'resident 
Washington.  D.C 

PS.  Great  about  Cap  being  Forbes 
publisher. 


Retirement  plan 

Sir:  It  seems  to  me  that  the  relict 
we're  going  to  have  on  Social  Security 
(Fact  and  Comment  11.  Aug  8)  until  at 
least  the  year  2015  is  going  to  be 
turned  around  by  the  need  to  pay 
monies  out  to  the  same  people  that 
are  paying  in  too  much  at  this  time. 

What  we  need  is  a  program  for  indi- 
viduals that  would  allow,  say,  an  IRA 
tor  that  individual,  with  possibly  a 
dollar-tor-dollar  reduction  in  their  So- 
cial Security  contribution.  Of  course, 
it  would  have  to  be  capped  and  I 
haven't  loured  out  the  best  way  to 
handle  the  employer's  portion  of  that 
contribution. 


Let  individuals  save  for  their  own 
retirement.  If  we  channel  the  excess 
Social  Security  contributions  into 
some  other  governmental  program, 
we'll  still  have  this  retirement  prob- 
lem for  these  same  individuals  at  a 
later  date. 

— David  R.  Carpenter 
Chairman, 
Transamerica  Occidental 

Life  Insurance  Co. 
Los  Angeles,  Calif. 


Get  it  write 

Sir:  In  two  places  (Fact  and  Comment, 
Sept.  5)  you  used  a  grammatical  abom- 
ination: "heads  are  at,"  and  "where 
it's  at."  I  will  not  cancel  my  subscrip- 
tion if  you  persist  in  deliberate  gram- 
matical errors.  But  I  would  give  seri- 
ous consideration  to  not  renewing  it. 
Why  should  I  bother  to  read  some- 
thing written  by  someone  so  dumb 
that  he  can't  write  simple  English? 
— -Jerome  F  1  Joans 
San  Rafael.  Calif 


Buckeye  economics 

Sir:  Your  article  "Colgate's  chal- 
lenge" (Oct  3)  states  that  Colgate's 
Reuben  Mark  is  using  Woody  Hayes' 
strategy  of  "three  yards  and  a  cloud  of 
dust."  The  problem  is  that  this  only 
works  in  games  where  gradual  suc- 
cess is  assured — certainly  not  the  case 
in  football  or  corporate  life. 

Fortunately,  Woody  Hayes'  strategy 
was  "four  yards  and  a  cloud  of  dust," 
which  avoids  endless  punts,  fourth- 
and-one  situations  and  other  such  un- 
pleasantness. 
— Michael  (  Ellinger 
Sausalito,  calif 


Due  credit 

Sir:  Re  your  article  on  the  Battelle 
Memorial  Institute  ("Have  lab,  can 
travel,"  Aug  22),  your  readers  would 
be  led  to  believe  that  there  had  been 
no  inventor  of  the  xerographic  pro- 
cess, but  that  it  had  been  developed  at 
Battelle  alone. 

Chester  F.  Carlson  invented  elec- 
trophotography, later  known  as  xerog- 
raphy, on  Oct.  22,  1938.  In  1944  Ches- 
ter Carlson  contacted  Battelle,  which 
expressed  an  interest  in  helping  with 
the  development  of  the  process.  Xerox 
Corp.  made  further  research  and  de- 


velopment, which  led  to  the  grea 

commercial    success    that    brough 

about  a  revolution  in  communicatior 

and  publication. 

— Mrs.  Chester  F.  Carlson 

Pittsford,  N.Y. 


Death  and  taxes 

Sir:  One  clarification  re  your  story  or 
variable  life  insurance  ("If  you  don'i 
understand  it,  don't  buy  it,"  Oct  3) 
While  the  death  benefit  of  a  life  polic) 
does  indeed  pass  to  the  beneficiar) 
free  of  income  taxes,  it  may  neverthe- 
less be  subject  to  estate  taxes. 
— Glenn  Daily 
Insurance  Analyst, 
Seidman  Financial  Services 
New  York,  N.Y. 


Good  business 

Sir:  Regarding  "The  liar's  discount' 
(May  30).  The  biggest  asset  any  inves- 
tor relations  department  has  to  work 
with  is  management's  credibility. 
Some  of  our  most  successful  pro- 
grams over  the  past  26  years  have 
been  seemingly  mundane  companies, 
but  managed  by  executives  who  re- 
mained accessible  and  forthright  in 
good  times  and  bad.  Getting  the  bad 
news  out  quickly  isn't  a  matter  of 
"spin  control."  It  is,  rather,  the  most 
conservative  investment  practice  of 
all:  preservation  of  capital. 
— Michael  Rosenhaum 
Partner. 

Financial  Relations  Board,  Inc. 
Chicago.  III. 


Base  closing 

Sir:  Since  the  Defense  Savings  Act 
was  passed  by  the  House  in  July  (Fact 
and  Comment.  May  30),  its  fate  has 
been  threatened  by  posturing  over  the 
Defense  Authorization  bill,  which 
was  vetoed  by  President  Reagan  last 
month  and  is  now  working  its  way 
back  through  the  House. 

The  scant  differences  between  the 
House  and  Senate  base  closing  bills 
must  be  reconciled  by  a  conference 
committee.  I  am  now  circulating  a 
letter  to  House  Armed  Services  Com- 
mittee Chairman  Les  Aspin,  urging 
him  to  use  whatever  legislative  vehi- 
cle may  be  necessary  to  ensure  that 
the  bill  becomes  law  this  year. 
— Dick  Armey, 

Congress  of  the  I  nited  States 
House  of  Representatit  es 
Was/Jington.  DC. 
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HARTMANN'S  TEAM  OF  EFFICIENCY  EXPERTS.' 


Hartmann  Hangbags.  Simple  efficient  packing 

for  one  day  or  a  week.  Some  styles  have  an 

ingenious  Grip  Lock  System™  that  allows  you  to 

use  hangers  of  your  choice.  Special  flaps,  pockets  and 

zippers  organize  and  secure  your  belongings.  A  wide 

array  of  fabrics,  colors  and  lengths  are  available. 

Select  the  one  that  meets  your  needs. 

Invest  in  a  Hartmann,  where  the  commitment 
to  quality  has  been  our  tradition  for  over  110  years. 


hflrfe 


MM 


Handcrafted  since  1877. ' 


Send  for  a  list  of  your  nearest  Hartmann  dealers,  Dept.  10151  Hartmann  Dr ,  Lebanon,  Tennessee  37087     ©  1988  Hartmann  Luggage 


Du  Pont  TEF  MJN*  »aler&  slain  repeller 


Introducing 

SMARTLEASE 


by  GMAC 


Take  a  new  look  at  leasing  and  low  monthly  payments 


Look  at  SmartLease 

GMAC  s  got  something  new  for 
you  to  look  at  when  you  re  look- 
ing for  your  next  new  GM  dream. 
Introducing  SmartLease  - 
GMAC  s  new  leasing  program 
designed  to  get  you  into  a  lot  of 
car  or  light  truck  without  tying  up 
a  lot  of  your  money 
Look  at  low  monthly  payments 
SmartLease  payments  are  based 
on  normal  lease  financing  costs 
and  that  portion  of  your  vehicles 
value  that  you  actually  use  dur- 
ing the  lease  period  -  in  other 
words,  the  depreciation  So. 
paying  for  only  a  portion  of  your 
vehicles  value  keeps  your  monthly 
payments  low 

Look  at  little  or  no  down 
payment 

A  smart  financial  move, 
SmartLease  can  get  you  into  the 
GM  vehicle  of  your  dreams  with 
little  or  no  down  payment  So  you 


can  use  your  money  for  other 
things  -  to  invest  or  spend  as 
you  please 

Look  at  special  introductory 
otters 

To  help  keep  monthly  payments 
low.  GMAC  is  offering  qualified 
lessees  SmartLease  at  special 
introductory  pnces  on  selected 
models  till  December  31  And  a 
one-year  membership  in  the  GM 
Travel  Plan  at  no  extra  charge. 
Look  at  your  options 
When  you  want  a  new  GM  car 
or  light  truck,  your  options  are 
clear  You  can  purchase  your 
vehicle  with  cash  You  can 
finance  it  Or  you  can  ask  for 
SmartLease  With  SmartLease. 
as  with  GMAC  financing,  you  can 
usually  drive  home  the  vehicle  of 
your  dreams  within  an  hour  At 
the  end  of  your  lease,  you  can 
buy  your  vehicle  at  the  pnce  that 
was  set  when  you  signed  the 


lease  (not  available  in  Wisconsin). 
Or  you  can  just  walk  away 
SmartLease  gives  you  that 
option,  too. 

Look  at  SmartLease  -  only  at 
your  GM  dealer 

SmartLease  is  available  on 
every  new  GM  car  or  light  truck. 
And  it  s  available  only  atGM 
dealers.  So.  if  you  are  looking  for 
the  smart  way  to  drive  home 
the  new  car  of  your  dreams, 
ask  your  GM  dealer  about 
SmartLease  today.  Or  stop  in 
and  ask  for  your  free  copy  of  the 
SmartLease  brochure.  "The 
Smart  Way  To  Drive  A  New  GM 
Car  Or  Truck"  Once  you  've 
looked  into  it.  automotive  leasing 
may  never  look  the  same  to 
you  again. 

GMAC  is  an  Epual  Credit 
Opportunity  Company. 

Chevrolet  Pontiac   Oldsmobile 
Buick   Cadillac  GMC  Truck 


•nth  lease  on  a  %I2  000  00  MSRP  vehicle  results  in  48  equal  monthly  payments  ot  S222  58  Total  ol  monthly  payments 

KJ  insurance  extra  First  month  s  payment  plus  t22500  retundable  security  deposit,  lor  a  total  ol  S44758 

due  •  '  >fage  charge  ot  8  cents  per  mile  over  60.000  Purchase  option  price  tor  this  example  is  S4.884  00  Purchase  option 

.tning  and  varies  by  vehicle  model,  usage  and  length  ot  lease  Lessee  is  responsible  tor  excessive  wear  and  use 
Leasv  .tpproval  by  GMAC  C  (988  General  Motors  Acceptance  Corp  All  Rights  Reserved 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


CARRYING  TEXAS  ON  NOV.  8 

right  now  the  polls  indicate  George  Bush  will  win  those 
crucial  electoral  votes.  How  come,  what  with  the  Lone 
Star  State's  own  deservedly  popular  Senator  Lloyd  Bentsen 
on  the  Democratic  ticket  as  Dukakis'  Vice  President? 

Robert  Mosbacher,  CEO  of  Mosbacher  Energy  Co.  and  a 
key  money  raiser  for  George  Bush,  explained  it  to  me  thusly : 


IS  MIGHTY  IMPORTANT  AND 

"With  Texas  businessman  George  Bush  as  President,  and 
Senator  Bentsen  so  influential  in  the  Senate  as  chairman  of 
the  Finance  Committee,  what  would  our  state  gain  by 
burying  Lloyd  Bentsen  in  the  vice  presidency  and  losing  the 
President's  office  to  the  Massachusetts  governor?  In  oil 
jargon,  why  trade  in  two  producing  wells  for  a  dry  hole? " 


NOW  HEAR  THIS,  MIKE,  STRAIGHT  FROM  MARGARET'S  MOUTH 


Governor  Dukakis'  expressed  determination  to  cut  back 
very  heavily  on  spending  for  future  state-of-the-art  missile 
systems  does  not  just  concern  Americans.  Our  NATO 
bedfellows  are  having  nightmares  about  what  could  hap- 
pen if  The  Duke  wipes  out  funds  to  keep  the  Free  World  up 


to  date,  if  not  ahead  in  this  crucial  key  to  NATO's  power 
to  deter.  Says  Britain's  Prime  Minister  Margaret  Thatcher: 
"I  insist  in  politics  on  bringing  common  sense  in.  A 
deterrent  does  not  deter  when  it  becomes  obsolete  or 
cannot  get  through,  so  you  must  modernize." 


WE  ARE  ALL  PROBABLY  BETTER  OFF  WITH  GORBY  BECAUSE 


who  knows  where  his  dumper  might  be  coming  from.  At 
least  the  present  Soviet  leader  knows  that  to  recast  the 
withering  communist  economy  he  needs  to  cut  back  on 
enormously  costly,  draining  foreign  adventures,  such  as 
Afghanistan.  And  he  must  divert  a  chunk  of  the  ruble 
billions  and  brains  the  U.S.S.R.  is  continually  pouring  into 
nuclear  weapons. 

He  knows  he  will  need  all  the  strengths — including 
military  backing — if  he's  to  lessen  the  crushing  yoke  that 
the  stifling  Soviet  party  bureaucracy  imposes.  This  elite  of 
privileged  Soviet  deadheads  and  deadhands  won't  die  easily. 


If  Gorby  falls  to  a  cabal  of  these  ones,  their  remedy  for 
the  bleakness  of  life  in  one-room  apartments  on  streets  of 
empty-shelved  stores  might  easily  be  a  diversion  of  atten- 
tion by  upping  the  ante  on  gambles  abroad. 

That  Gorbachev  had  to  have  another  Kremlin  shake-up 
so  soon  is  not  a  sign  of  his  strength.  His  okaying  of  the  halt 
in  the  planned  Afghan  withdrawal  is  not  a  sign  of  his 
strength. 

Stability  in  the  world  will  be  greater  if  perestroika  and 
glasnost  begin  to  show  results  that  the  people  can  see, 
feel,  taste. 


IT'S  OUTRAGEOUS  NOT  TO  DISQUALIFY  DREXEL  CASE  JUDGE 


You'd  think  he'd  disqualify  himself. 

Federal  Judge  Milton  Pollack  is  presiding  over  the  SEC's 
huge  fraud  case  against  Drexel  Burnham  Lambert  Inc.  Not 
only  is  the  firm  on  the  line,  but  some  of  its  immensely 
successful  key  players  could  be  in  line  for  jail  sentences. 

So  the  last  thing  this  consequential,  complicated  case 
needs  is  a  judge  who — by  laymen's  standards,  anyway — 


seems  tainted.  The  Federal  Appeals  Court  has  branded 
the  firm's  request  to  disqualify  the  judge — who  refuses  to 
disqualify  himself — as  "premature."  Drexel  made  its 
request  on  the  basis  that  Mrs.  Pollack  could  make  as 
much  as  $30  million  from  a  buyout  that  Drexel  is 
helping  to  finance. 
As  a  result  of  the  court's  decision,  Judge  Pollack  will 
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go  on  making  critical  pretrial  rulings. 

It  strikes  us  that  an  even  more  compelling  reason  to 
disqualify  Judge  Pollack  comes  from  the  history  of  a  bitter 
clash  that  he  had  in  a  previous  case  with  the  chief  counsel, 
Arthur  Liman,  for  Michael  R.  Milken,  the  Sbillionaire 
defendant  who  was  key  in  the  creation  of  the  whole  giant 
junk-bond  market.  As  reported  in  the  New  York  Times, 
"After  a  protracted  trial  in  Chris-Craft  Industries  v.  Piper 
Aircraft,  Judge  Pollack  dismissed  Mr.  Liman's  case.  He  was 
reversed  by  the  U.S.  Court  of  Appeals,  which  sent  the 
matter  back  to  the  judge  to  assess  damages.  Judge  Pollack 
then  assessed  a  relatively  small  sum  of  less  than  $3  million. 

"On  appeal  again,  Mr.  Liman  this  time  asserted  that 
Judge  Pollack  had  been  in  error  so  often  in  the  case  that  the 


appeals  judges  need  not  send  the  case  back  for  a  recalcula-i 
tion  of  damages.  In  a  rare  move,  the  appeals  panel  reas-l 
sessed  the  damages  against  the  defendants,  and  it  entered  a 
judgment  of  $36  million. 

"Ultimately,  the  U.S.  Supreme  Court  weighed  in  with  a 
well-known  securities  decision  that  reversed  the  appeals^ 
court  and,  in  effect,  exonerated  Judge  Pollack." 

In  our  eyes — laymen's  eyes,  we  repeat — Judge  Pollack  has 
to  bend  over  backwards  to  be  more  than  fair  in  a  case  whereS 
he  has  such  involvement.  Or  he  can  proceed  and  have  any! 
hurtful-to-Drexel  rulings  be  subject  to  charges  of  prejudice.; 

Why  the  appropriate  federal  judicial  arbiters  would  want! 
to  leave  a  judge  presiding  in  such  suspect  circumstances  is 
beyond  our  unlawyerly  comprehension. 


WILL  THE  "NEW"  THREE  SECTION  WALL  STREET  JOURNAL  SUCCEED? 


Yes.  Because  by  better  sorting  its  plum-pudding  rich 
content,  it's  a  much  easier  read. 

Will  readers  be  psyched  out  because  they  will  feel  three 
sections  are  more  to  get  through, 
even  though  the  total  editorial 
content  is  little  more?  Wall  street 
Journal  subscribers  are  of  sufficient 
intelligence  to  appreciate  the 
preassortment  of  content  without 
being  put  off  by  the  appearance  of 
more  when  there  isn't.  Are  readers 
of  ISA  Today  put  off  by  four  or 

occasionally   five   sections?    Were     WSJ's  Phillips.  Pearlstine:  the  two  for  tbret 
readers  of  the  New  York  Times  put  off  when  two  sections 
became  sensibly  assorted  into  four? 


parts,  looking  only  at  those  of  most  interest?  To  a  degree 
But  many  advertisers  like  to  target  their  audience,  and 
business  magazines  (including  Forbes)  frequently  run  pre 

mium-priced,    special   advertising 
sections  aimed  at  bull's-eyeing  ex- 
ecutives with  a  particular  inter- 
est— office  equipment  or  insurance 
or  plant  and  office  relocation,  etc. 
Dow  Jones  CEO  Warren  Phillips 
and  Wall  Street  Journal  Managing 
Editor  Norm  Pearlstine  will  be  en- 
tering the  paper's  100th  anniversa- 
ry in  1989  with  a  package  that  is 
tuned  up,  tuned  in  better  than  it's  ever  been. 
(And  because  we  compete  for  businessmen's  reading  time, 


Will  advertisers  feel  that  lots  of  readers  will  skip  some     at  Forbes  we're  not  necessarily  all  that  happy  about  it!) 

TWO  SEMI  MEA  CULPAS 


Tempering  pronunciamentos  made  here  isn't  something 
we  are  wont  to  do.  But  once  in  a  while  second  thoughts  or  a 
sense  of  fairness  brought  on  by  readers'  missives  seem  to 
call  for  it.  To  wit: 

"In  your  green-light  note  on  /be  last  Temptation  of  Christ 

(Sept.   19)  you  refer  to  'religious-extremist  protesters.'  I 

think  that   is  an  incorrect   and   unfair  characterization. 

There's  too  much  careless  use  of  the  word  'extremist.'  ' 

— William  B.  Horn,  Minneapolis,  Minn. 

"Your  criticism  of  people  who  have  the  character  and 
principles  to  respond  out  of  their  faith  is  unfortunate. 
America  lacks  for  citizens  committed  to  anything.  1  pray 
you  will  be  more  sensitive." 

— Gary  A.  Meharg,  Troy,  Mich. 

In  saying  that  "religious-extremist  protesters  have  made 
this  extraordinary  film  a  box-office  sensation,"  I  didn't 
mean  to  imply  that  all  or  most  protesters  went  to  extremes. 
It  was  those  who  did  who  aroused  the  curiosity — and 
attendance— of  many  who  otherwise  would  not  have  gone. 


About  another  editorial,  these  letters  powerfully  make  a 
point  that  we  should  have: 

"Your  comments  on  Iraq's  use  of  poison  gas  contained  a 
serious  factual  error.  You  state  that  in  WWII,  'no  nation 
used  poison  gases.'  The  world's  reaction  (or  lack  thereof) 
during  WWII  to  the  use  of  such  gases  against  a  civilian 
population  explains  perhaps  why  Iraq  felt  it  would  not 
provoke  the  outrage  required  to  force  it  to  cease." 

— Alec  L.  Ellison 

"What  the  hell  were  the  Germans  pumping  into  the  gas 

chambers?  I  tail  to  see  any  meaningful  distinction  between 

dropping  gas  bombs  on  villages  or  dropping  canisters  into 

death  chambers  — David  J.  Morris,  Chatham,  N.J. 

"What  was  it  the  Nazis  used  at  Dachau,  perfume?" 

— Herman  Arthur,  Bronx,  NY. 
Informed  people,  especially  editors,  should  recognize 
that  gassing  of  innocent  children  and  civilians  is  as  hei- 
nous a  crime  as  gassing  of  soldiers  at  war." 

—Carl  Appel,  New  York,  NY. 
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WHO  AM  I  TO  PAN  THE  DUKE  IN  THE  TANK? 


A  lot  of  pundits 
jumped  on  Mike 
Dukakis  because  he 
jumped  into  a  tank 
and  went  for  a  pho- 
to-opportunity ride. 

But  I  certainly  am 
not  one  to  gun  him 
down  for  that.  Just 
31  years  ago,  almost 


Guard  during  their 
summer  training  at 
Camp  Drum. 

I  was  the  Repub- 
lican candidate  for 
governor  in  New 
Jersey.  Unfortu- 
nately, it  didn't  pro- 
tect me  from  being 
buried  in   an   Elec- 


Election  tanking:  Dukakis- 1988;  MSF- 1957 
to  the  day  that  the  Massachusetts  governor  took  his  tank     tion  Day  landslide  and  may  well  end  up  doing  as  much 
ride,  I  took  one  with  a  unit  of  the  New  Jersey  National     for  Mike  as  it  did  for  Male. 

ALL  THIS  TALK  ABOUT  SMEARS  IN  PRESIDENTIAL  RACES 


brings  to  mind  one  of  the  real  classics  of  the  genre.  Its 
effect  was  politically  catastrophic,  though  the  words  were 
actually  almost  all  flattering.  In  case  you  haven't  seen  it 
lately,  here's  what  Senator  Smathers  back  in  1950  said  of 
Florida's  Senator  Claude  Pepper: 
"Are  you  good  folks   aware   that   Senator  Pepper  is 

NO  ANSWER 

is  often  the  best  answer. 


known  all  over  Washington  as  a  shameless  extrovert? 
Not  only  that,  but  this  man  is  reliably  reported  to 
practice  nepotism  with  his  sister-in-law  and  he  has  a 
sister  who  was  once  a  thespian  in  New  York  City.  Worst 
of  all,  it  is  an  established  fact  that  Mr.  Pepper,  before  his 
marriage,  habitually  practiced  celibacy." 

IF  TOU  DON'T  WANT  TO 

don't. 


BOOKS 


•  Homeless  in  America — a  project 
of  the  National  Mental  Health 
Assoc,  and  Families  for  the  Home- 
less (Acropolis  Books,  $34.95). 
These  harrowing  pictures  are  so 
shockingly  stark  that  anyone  see- 
ing them  will  be  moved  to  support 
every  community  effort  to  alleviate 
any  instances  that  defy  long-term 
solutions  for  homeless  Americans. 

•  Tell  It  to  the  King— by  Larry  King 
(G.P.  Putnam's  Sons,  $16.95).  Every- 
one who  isn't  always  asleep  when 
most  others  are  tunes  in  to  see  or  hear 
this  king  of  the  nightwaves.  Those 
who  aren't  and  aspire  to  be  somebody 
sooner  or  later  sit  down  with  Larry  to 
account  for  themselves  and  to  re- 
count for  his  countless  listeners  aspects  of  their  lives  or 
loves  or  wit  or  wisdom  or  the  lack  of  any  or  all.  This 
| scintillating  volume  of  revealing  closeups  by  the  insight- 
! fully  witty  light  of  the  night,  Larry  King,  will  keep  you  as 
'awake  as  his  program  does. 

\Excerpts:  "Do  you  think  you're  conceited!"  I  asked  Jackie 
Gleason.  "No,"  he  said,  "I'm  not  conceited.  I  know  I'm 
good.  Conceit  is  when  you're  not  good  and  think  you 


are." .  .  .  Henny  Youngman  is  eighty-two,  Milton  Berle  is 
eighty,  Bob  Hope  is  eighty-five,  George  Burns  is  ninety- 
two,  and  whenever  I've  asked  any  one  of  them  about  age 
they  have  given  me  nothing  but  flippant  answers.  I  don't 
think  they  want  to  deal  with  retirement,  and  I  also  think 
they  see  stopping  as  death.  .  .  .  People  often  ask  me  what 
my  fan  tasy  job  would  be  on  TV  if  I  weren  't  an  in  terviewer, 
and  I  think  I'd  like  to  do  weather  for  a  week.  I  would  give 
the  world's  only  guaranteed  perfect  weather  forecast.  I 
would  never  be  wrong:  "Partly  cloudy,  chance  of 
showers."  There's  always  a  cloud  somewhere;  there's 
always  a  chance.  ...  7  think  the  worst  son  of  a  bitch  I've 
ever  heard  of  was  Al  folson — I've  never  heard  a  good  word 
about  him.  As  George  fessel  told  me,  "folson 's  funeral  was 
widely  attended  by  those  who  wanted  to  make  sure." 
%  The  American  Experience 
in  Vietnam — by  Clark  Dougan 
&  Stephen  Weiss  (Boston  Pub- 
lishing Co.,  $39.95).  This  ab- 
sorbingly vivid  volume  covers 
Vietnam  from  the  appearance 
of  the  first  U.S.  advisers  after 
the  French  Dien  Bien  Phu  de- 
feat to  the  dedication  of  the 
Vietnam  memorial  in  Wash- 
ington. This  stunning  in-depth  summary  emerges  from 
the  nine-year,  25-volume  series  The  Vietnam  Experience 
that,  under  progenitor  Robert  George,  has  become  a  pub- 
lishing milestone.  This  history  is  It  for  Vietnam. 


HE  AMERICAN 
EXPERIENCE 
IN  VIETNAM 
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Wilbur  and  Orville  taught  us  how  tc 


In  1903.  Wilbur  and  Orville 
mastered  the  basics  of  aeronautics. 

And  man  took  flight. 

Eighty  years  later,  we  set  out  to 
design  a  totally  new  kind  of  plane. 

A  plane  that  could  carry  up 
to  8  passengers  at  near  jet  speeds. 
In  comfort  and  quiet.  With  far 


greater  fuel  economy. 

You  can  see  the  result.  The  new 
Starship  from  Beech  Aircraft,  a 
Raytheon  company. 

Take  a  close  look. 

For  all  its  technological 
advancements,  many  of  the 
fundamentals  of  Starship  are  the 
same  as  the  plane  built  by  Wilbur 
and  Orville. 

Which  isn't  surprising,  coming 
from  Raytheon,  a  company  that 


haven't  forgotten  their  lesson. 


believes  in  fundamentals. 
Raytheon  Company, 
141  Spring  Street,  Lexington, 
MA  02173. 

Raytheon 

Where  quality  starts  with  fundamentals 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


Yes,  Virginia  . . . 

I  have  a  confession  to  make.  I  am  a 
Republican.  Yes,  I  know  it  doesn't 
sound  very  shocking,  but  I  also  live  in 
New  York  City.  In  New  York,  the 
GOP  isn't  merely  the  "minority  par- 
ty." It  is  difficult  to  convince  New 
Yorkers  that  Republicans  really  exist. 

You'd  think  in  a  city  with  the  high- 
est taxes  in  the  nation  and  almost  half 
the  adult  population  outside  the  work 
force  such  issues  as  the  need  for  lower 
taxes  and  enterprise  zones  would  be 
on  everyone's  lips.  As  things  go  from 
bad  to  worse — as  panhandlers  prolif- 
erate, as  apartments  get  harder  and 
harder  to  find,  as  corruption  spreads 
to  every  level  of  government — loyalty 
to  The  Party  of  the  Government  only 
increases. 

Meanwhile,  the  remarkable,  eight- 
year  revolution  that  has  transformed 
the  rest  of  the  country — and  is  now 
spreading  to  the  socialist  world  as 
well — remains  for  New  Yorkers  a 
weird,  exotic  dream. 
— William  Tucker,  New  York  corres- 
spondent  for  The  American  Spec- 
tator, in  the  Wall  Street  Journal 

Click  for  Click 

Where  do  you  draw  the  line  in 
terms  of  the  press?  When  Sinatra  was 
married  to  Mia  Farrow,  a  particular 
photographer  used  to  follow  them 
around  trying  to  get  pictures  of  them, 
not  just  in  public  places  like  restau- 
rants, but  in  supposedly  private  places 
like  their  boat.  It  bugged  Frank,  and 


he  got  the  photographer's  name.  Then 
he  hired  three  photographers  of  his 
own  to  follow  the  guy  all  over  for  a 
couple  of  weeks,  around  the  clock. 
They'd  take  pictures  of  him  wherever 
he  went,  take  pictures  of  his  house  all 
night.  It  was  all  perfectly  legal,  and  it 
drove  the  guy  crazy. 

—Tell  It  to  the  King 
by  Larry  King 

Quayle  Help 

One  clear  benefit  to  Mr.  Bush  for 
having  chosen  Senator  Quayle  may  be 
one  he  did  not  foresee.  The  choice 
brought  a  storm  of  criticism.  Knowing 
he  could  not  reverse  himself,  Mr.  Bush 
fought  back  with  rare  combativeness. 
It  is  hard  to  think  of  anyone  who  has, 
since  then,  derided  him  as  a  wimp. 

It's  not  as  though  [Senators  Bentsen 
and  Quayle]  are  running  against  each 
other.  If  they  were,  the  new  poll  indi- 
cates, Mr.  Bentsen  would  be  way 
ahead.  He  (went]  into  the  debate  pre- 
ferred by  19  points.  But  the  two  Sena- 
tors are  second  bananas,  for  whom  the 
November  ballot  will  offer  no  such 
split.  And  only  33%  of  likely  voters 
think  the  Vice-Presidential  candidate 
matters  much. 

— New  York  Times  editorial 

Attractive  Investment 

In  1922,  the  year  he  graduated,  Bill 
Harkness  made  his  own  contribution 
to  the  family  fortune  when  two 
friends  from  the  Yale  Daily  News  ap- 
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proached  him  for  financial  backing  tl 
launch  a  weekly  newsmagazine.  BiL 
was  wary  of  people  who  came  to  him 
because  of  his  great  wealth.  But  he 
was  sufficiently  impressed  to  put  uj 
$5,000  and  suggest  they  see  his  moth 
er.  Mrs.  Harkness  was  quite  deaf  by 
then.  She  heard  little  of  what  they 
said,  but  she  read  the  prospectus  and 
liked  their  looks.  "That  will  do, 
boys,"  she  said.  "I'll  put  in  $20,000." 
The  new  magazine  was  launched 
with  40%  of  its  $85,000  capitalizatio: 
coming  from  the  Harkness  family. 

The  first  issue  sold  9,000  copies.  By 
1924  circulation  was  up  to  70,000  an 
Time  was  beginning  to  attract  adver- 
tisers. The  investment,  of  course,  was 
eventually  worth  millions. 

— Blue  Blood,  by  Craig  Ungei 


A  liberal  is  a  man  too 
broadminded  to  take 
his  own  side  in  a  quarrel. 

—Robert 


No  Recounts 

During  a  critical  time  in  the  Revo-j 
lution,  assemblymen  of  Salem,  Mass.! 
had  been  sent  home  when  it  was 
learned  they  were  elected  by  a  count 
of  corn  kernels  and  peas  in  a  hat.  John 
Adams,  hearing  of  it,  had  said  Non- 
sense! Let  Salem  elect  by  a  count 
of  dead  codfish  if  they  pleased — but 
let  them  get  on  with  the  business  of 
government. 

— Miracle  at  Philadelphia, 
by  Catherine  Drinker  Bowen 

Care  Incentives 

Why  not  offer  tax  and  other  incen- 
tives for  families — including  non-nu- 
clear and  unconventional  families — 
who  look  after  their  own  elderly 
instead  of  farming  them  out  to  im- 
personal old-age  "homes."  Why  not 
reward,  rather  than  economically 
punish,  those  who  maintain  and  so- 
lidify family  bonds  across  genera- 
tional lines? 
—The  Third  Wave,  by  Alvin  Toffler 

Tolerance  for  Capitalists 

To  a  suggestion  that  a  well-known 
captain  of  industry  be  placed  in  Coo- 
lidge's  Cabinet,  an  associate  of  Coo- 
lidge  objected:  "But  Mr.  President, 
that  fellow's  a  son  of  a  bitch."  "Well," 
said  Coolidge,  "don't  you  think  they 
ought  to  be  represented,  too?" 

— Presidential  Anecdotes, 
by  Paul  F.  Boiler,  Jr. 
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40%  LESS  WEIGHT 
50%  MORE  TALK. 


Even  if  you  could  make  a  cellular  phone 
smaller  than  the  DiamondTel*90X 
Portable,  you  probably  wouldn't. 

Its  a  breakthrough-34%  smaller 
than  any  cellular  phone  ever  made  by 
Mitsubishi  Electric.  Over  20%  smaller 
than  its  nearest  competitor.  Just  18 
ounces,  with  a  pop-down  antenna 
to  fit  easily  in  your  pocket. 

And  what  do  you  sacrifice  for 
this  small  size?  Nothing. 

You  enjoy  50%  more  talk  time 
than  with  any  previous  Mitsubishi  port- 
able, \ft  talk  hours  or  15  hours  of 
standby  power.  You  get  a  full  array  of 
advanced  features,  too.  The  90X  will 
scan  100  phone  numbers  from  memory 
alphabetically.  You  can  even  be  a  sub- 
scriber on  two  separate  cellular  systems. 

OR  CHOOSE  OUR  SMALLEST, 
LIGHTEST  TRANSPORTABLE  EVER. 

The  DiamondTer  95  Mobile/ 
Transportable  phone,  featured  below, 
weighs  a  mere  4.3  lbs.  Its  the  size  of  a 
tissue  box.  Yet  it  gives  you  100% 
more  talk  time,  a  full  2  talk  hours  or  28 
hours  of  standby  power. 

The  DiamondTel  95  is  the  world's 
most  versatile  cellular  phone.  Besides 
being  transportable,  it  can  be  installed  in 
your  car  as  a  permanent,  full-powered 
mobile  phone.  And  with  available  options, 
its  both  a  mobile  and  a  transportable, 
with  leading-edge  features. 

Look  for  the  name  DiamondTel® 
at  your  cellular  dealer.  You'll  be  looking 
at  the  finest  by  Mitsubishi  Electric. 


40%  less  weight.  35%  less  size.  100%  more  talk. 


jn*  DiamondTel  Cellular  Phones 

THE  FINEST  BY  MITSUBISHI  ELECTRIC 

Mitsubishi  Electric  Sales  America.  Mobile  Electronics  Division,  800  Biermann  Court,  Mount  Prospect,  IL  60056  (312)  298-9223 


£27  Manufacturers 

ff!  HANOVER 


Asset  Activation 


7  FINANCIAL  CHALLENGES 
CEO'S  MUST  FACE 

Corporate  Finance  from  The  CIT  Group  can  carry  you  safely  through  them, 
from  rapid  growth  to  cyclical  downturns,  to  vital  restructurings. 


Your  company  inevitably  passes  through 
cycles  of  growth,  consolidation  and  contraction. 

Each  cycle  is  different,  reflecting  the 
conditions  of  your  company  alone.  Corporate 
Finance  from  The  CIT  Group  applies  the  power 
of  your  assets  to  counter  or  capitalize  on  the 
challenges  each  cycle  presents. 


CIT  has  offices  nationwide,  backed  by 
the  worldwide  resources  of  Manufacturers 
Hanover  Corporation.  So  far  in  1988  we've 
served  more  than  90  companies  with  trans- 
actions totalling  over  $1.7  billion.  We'd  like  to 
advise  and  help  your  company.  To  learn  more, 
please  call  (212)  286-3910. 


Challenge: 

Firm  has 
continuing  need 
to  expand 
production 
equipment . 
Solution: 
Equipment 
Acquisition. 


Challenge: 

Plant 

modernization 

required 

to  remain 

competitive. 

Solution: 

Project  Financing 


Challenge: 

Growth 

opportunity 

available 

through 

corporate 

acquisition. 

Solution: 

Acquisition 

Financing. 


Challenge: 

Business 
must  raise 
capital  to 
keep  pace 
with  rapid 
sales  growth. 
Solution: 
Sale  Leaseback. 


Challenge: 

Company 
seeks  guidance 
in  structuring 
and  managing 

specialized 

financing. 

Solution: 
Syndications. 


Challenge: 

Major  airline 

needs  to 

acquire  aircraft 

and  advice 

on  managing 

cash  flow. 

Solution: 

Air  Transportation 

Services. 


Challenge 

Company  require 
additional 
cashflow; 
traditional 

financing  sources 
inadequate. 
Solution: 


i 


Refinancing 


Corporate 
Finance 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  ISSUE  THAT  WILL  DEFEAT  DUKAKIS 

Protectionism. 

MASSACHUSETTS  MIRAGE 


Michael  Dukakis  labels  his  record  as  Governor  of  Massa- 

lusetts  a  miracle.  It  is  more  a  miracle  of  public  relations. 

By  whatever  group  of  criteria  you  use — job  creation, 

owth  in  personal   incomes,   etc.— the   Massachusetts 

onomy  has  boomed  no  more  than  other  neighboring 

ew  England  and  Northeastern  states.  In 

ct,  the  Bay  State  would  have  lagged 

:hind  the  region  if  it  had  not  been  the 

cipient  of  significant  military  spending. 

assachusetts'  per  capita  share  of  this 

rgesse  is  twice  the  national  average, 

hich  gives  the  Governor's  antipathy  to 

e  military  an  ironic  twist. 

Dukakis    criticizes    the    Reagan-Bush 

iministration  for  the  "uneven"  economic  growth  in  the 

iSt  eight  years.  Massachusetts  shows  the  same  pattern:  It 

is  suffered  more  of  a  decline  in  manufacturing  jobs  than 

iy  other  state  in  the  Union. 

Dukakis  lashes  Republicans  for  their  budget  deficits. 

;t  his  own  fiscal  record  has  been  no  success. 

Since  Dukakis  resumed  the  governorship  in  1983,  Mas- 

chusetts'  spending  has  been  growing  at  twice  the  rate  of 

ashington's  and  30%  more  than  other  states'.  In  four 


years,  he  has  doubled  the  state  payroll.  Massachusetts' 
pension  system,  none  too  good  before  the  Duke  took  over, 
has  seen  unfunded  liabilities  jump  from  $4  billion  to  more 
than  $8  billion,  making  it  just  about  the  shakiest  state 
fund  in  America.  Contrast  this  sorry  performance  with 
Michigan's,  which  was  devastated  by  the 
recession  of  the  early  1980s.  Michigan's 
pension  funds  are  now  all  fully  funded. 

If  Massachusetts  were  to  keep  its 
books  the  way  the  federal  government 
does,  Dukakis'  boast  of  being  a  budget 
balancer  would  be  shown  to  be  hollow. 
In  Washington,  capital  items  such  as 
dams,  buildings,  schools,  battleships  are 
included  in  one  budget.  On  the  state  and  local  levels, 
capital  and  current  expenses  are  usually  separated  into 
two  budgets.  Massachusetts'  indebtedness  (actual  and 
authorized)  has  doubled  in  four  years. 

As  a  result  of  this  borrowing  and  spending  binge,  the 
state's  finances  today  are  a  shambles.  Massachusetts  is 
borrowing  hundreds  of  millions  of  dollars  just  to  cover 
shortfalls  in  its  expense  budget,  the  same  pattern  that 
brought  New  York  to  its  financial  knees  in  the  mid-1970s. 


SO  WHERE'S  THE  DEPRESSION? 


For  months  after  last  year's  stock  market  crash,  newspa- 
rs  routinely  ran  charts  showing  how  the  stock  market 
as  paralleling  the  perilous  course  it  took  in  1929-30. 
Once  again,  history  did  not  repeat  itself. 
In  the  eyes  of  the  Federal  Reserve  and  a  number  of 
onomists,  the  chief  problem  for  the  American  economy 
is  year  was  that  it  was  too  strong  for  its  own  good. 
Bonds  and  stocks?  They're  way  undervalued. 
Factor  out  inflation,  and  equity  averages  are  still  20%  to 
'%  below  what  they  were  in  the  mid-1960s.  Interest  rates 
e  high  because  the  Federal  Reserve  tightened  in  the 
istaken  belief  that  prosperity  causes  inflation.  Inflation's 
•e  this  year  came  about  because  of  the  unnecessary  dollar 


devaluation  of  last  year.  You  always  pay  a  price  for  trash- 
ing your  money. 

The  horizon  is  not  cloudless.  The  same  factors  that 
triggered  last  year's  panic  have  not  disappeared.  Protec- 
tionist sentiment  in  Congress  is  still  strong.  So  is  that 
body's  propensity  to  tax.  The  notion  that  the  trade  balance 
is  a  meaningful  measure  of  health  still  grips  the  minds  of 
too  many.  The  idea  that  debasing  the  dollar  helps  the 
economy  remains  widespread. 

If  the  next  Administration  avoids  descending  into  trade 
wars  and  avoids  the  siren  calls  of  devaluation,  of  boosting 
taxes  and  of  otherwise  manhandling  the  economy,  the 
1990s  will  be  as  similar  to  the  1930s  as  day  is  to  night. 
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As  with  anything  consumed  in  excess,  a  steady 
diet  ol  luxury  can  become,  after  a  time,  somewhat  bland. 

At  Porsche,  we  approach  success  and  luxury  from 
a  wholly  different  point  of  view.  The  point  of  view  that 
hard  work  and  achievement  should  earn  the  right  to 
acquire  more  excitement  from  life,  rather  than  impose 
the  expectation  to  avoid  it. 

28 S4  is  a  monument  to  that  belief.  It  is  at 

■  i  car  designed  to  pamper  the  senses  without 
ling  them.  A  library-quiet  interior  surrounds  the 


Think  of  it  as  a  Men 
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driver  with  fine  leather.  Attention  to  ergonon 
is  so  complete  that  the  driver's  seat  and  mirrc 
pre-programmed  for  three  different  people, 
justed  with  the  touch  of  one  button. 

Yet.  this  environment  is  coupled  to  all  t 
and  engineering  refinement  necessary  to  mal  i" 
not  only  the  ultimate  transportation,  but  thef 
entertainment. 

As  you  would  expect  from  a  Fbrsche,  sp} 
initial  hallmark  against  which  that  claim  is 


with  Tabasco  sauce. 


rl6  hp,  32  valve  V-8  engine  transports  you  from  0  to 
Inph  in  5.7  seconds,  and  provides  a  top  speed  of  165 
jh.  Making  the  928  S4  one  of  the  three  fastest  pro- 
rtion  cars  in  existence. 

All  the  while,  however,  a  50-50  weight  distribution 
(1  our  remarkable  Weissach  axle  make  the  perfor- 
nce  very  predictable  and  responsive  to  the  lightest 
ch. 

And,  so  that  you  alone  decide  when  you  have 
:hed  a  satisfactory  level  of  sensory  fulfillment,  an 


incredibly  sophisticated  ABS  braking  system  will 
bring  you  from  60  mph  to  0  in  a  mere  154  feet. 

If  you've  grown  weary  of  living  in  the  lap  of  luxury 
and  find  yourself  repeating,  "There  has  to  be  more?  we 
suggest  you  try  looking  for  it  at  your  Porsche  dealer. 

The  928  S4  could  be  just  the  spice  your  life  needs. 

If  you  would  like  to  receive  a  free  full-color  bro- 
chure detailing  the  Porsche  928  S4,  simply  give  us  a 
call  at  (800)  252-4444,  extension  308. 


Any  insurance 
company  can  pay 

claims. 
Inputting  people 

back  to  work 
that 


separates 
Liberty  Mutual 
from  the  others. 


Liberty  Mutual's  Workers  Compensation  philosophy  is  simple: 

We  believe  that  working  together  with  our  policyholders,  we  can  manage  disability  costs  better 
and  put  people  backtowork  faster— resulting  in  a  lower  final  insurance  cost  to  you. 

lb  that  end,  we  believe  we've  developed  Disability  Management  programs  that  are  without 
peer  in  the  industry. 

We  have  our  own  rehabilitation  nurses  all  across  America.  We're  the  only  insurance  company 
with  its  ow  n  rehabilitation  renter.  We  provide  pre-accident  planning  and  realistic  work  return  programs 
Allot  our  programs  are  designed  with  one  thing  in  mind  — providing  quality  care  and  returning  your 
rker  to  employment  as  fast  as  possible. 

We  have  a  philosophy  that  works  for  today  and  tomorrow.  One  that  over  lOO.OOO  American 

AMFRir  \  RPI  IF\/FX1!\I       businesses  believe  in.  A  philosophy  that  has  made  us        TDCDTV 

.licvco  UN  tjk,  |argest  insurer  of  America's  working  men    UliriKlY 

LIBERTY  MUTUAL  INSURANCE,    and  women  forthe  past  51  years.  MUTUAL 


B  Liberty  Mutual  Insurance  Group  H.  ■ston 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


The  conspiratorial 
spread  of  managed 
trade  agreements 


As  with  textiles, 

so  with  steel 
and  microchips 


It  all  costs  U.S. 

consumers  $65  billion 

to  $70  billion  a  year 


MANAGING  "FREE"  TRADE 

Yes,  the  President's  veto  of  the  bill  to  limit  the  growth  in  textile 
imports  to  1%  a  year  was  sustained.  But  the  silent  conspiracy  against 
free  trade  in  the  textile  and  apparel  businesses  worldwide  lives  on  by 
other  means — by,  for  example,  the  Multifiber  Arrangement,  which 
controls  50  countries'  trade  in  cotton,  wool  and  man-made  fibers. 

That's  how  managed  trade  becomes  institutionalized — through  what 
are  invariably  described  as  temporary  but  are  in  reality  near-permanent 
relief  measures,  such  as  "voluntary  restraint  agreements." 

Such  measures,  of  course,  increase  the  price,  and  hence  profit  margin, 
achieved  by  both  the  foreign  and  the  domestic  manufacturer.  It  thus 
becomes  in  the  interests  of  both  to  sustain  such  agreements.  And  it 
becomes  in  the  best  interests  of  other  countries'  producers  to  try  to  get 
aboard  the  system,  too,  or  risk  being  shut  out. 

Limiting  imports  of  Japanese  cars  to  the  U.S.,  remember,  had  the 
unintended  effect  of  encouraging  them  to  go  for  the  higher-priced  part 
of  the  market  and  so  to  make  higher  profits.  The  South  Koreans  plan  to 
go  down  the  same  path. 

The  protectionist  mood  is  spreading,  not  vanishing.  The  U.S.  steel 
industry,  backed  by  Washington-based  lawyers,  civil  servants  and 
politicians,  is  already  lobbying  for  its  protection  (under  the  so-called 
Reagan  plan,  introduced  in  1984)  to  be  extended  for  five  more  years 
when  it  ends  in  September  1989. 

It's  happening,  too,  in  microchips.  Even  though  the  last  ill-begotten 
international  deal  to  manage  trade  in  DRAMs  all  but  destroyed  this 
part  of  the  U.S.  industry  [Forbes,  June  13),  U.S.  and  European  Commu- 
nity chipmakers,  egged  on  by  their  trade  officials,  are  creating  a  unified 
policy  to  deal  with  low-cost  Asian  imports. 

Don't  minimize  the  role  played  by  bureaucrats.  Protectionist  agree- 
ments now  in  force  add  up  to  full-employment  legislation  for  unnum- 
bered civil  servants  around  the  world  who  know  how  to  administer 
them.  Once  managed  trade  is  in  place,  they  turn  it  into  a  handsome 
career. 

Who  pays?  The  poor  consumers,  of  course,  the  silent  unasked 
partners  in  these  arrangements. 

It's  more  costly  than  they  realize.  The  latest  estimate  from  Gary 
Hufbauer  of  Georgetown  University,  a  leading  authority  on  the  matter, 
is  somewhere  between  $65  billion  and  $75  billion  a  year.  The  textile 
bill  vetoed  by  President  Reagan  would  have  added  another  $10  billion 
to  that. 

One  ingenious  way  to  get  some  of  that  back,  advocated  by  Fred 
Bergsten  of  the  Institute  for  International  Economics,  would  be  to  sell 
the  quotas.  The  effect  would  be  to  keep  in  the  U.S.  some  of  the  dollars 
that  flow  to  foreign  producers.  Ingenious,  but  a  nonstarter.  It  has  no 
lobby — labor,  management  or  bureaucratic — to  push  it. 


FORBES,  OCTOBER  31,  1988 


29 


It^sBsmOssVP 


The  Forbes  Index 
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Breathing  room.  Consumer  installment  credit  rose  0.8% 
in  August,  to  $653  billion.  This  represents  a  6.7%  increase 
since  December  1987.  During  the  same  period,  however, 
personal  income  climbed  7.8%,  to  S2.46  trillion.  Manu- 
facturers' new  orders  in  August  were  off  1.9%  from  their 
June  peak  but  are  5.9%  higher  than  they  were  during  a 
shortlived  slowdown  in  |uly.  Corporations,  meanwhile, 


have  been  doing  a  good  job  managing  their  inventory 
levels:  The  August  figure  for  manufacturers'  inventories 
is  up  only  0.4%  over  the  July  result. 

The  unemployment  rate  dipped  in  September  to  5.4%, 
the  lowest  level  in  three  months.  The  Forbes  Index  ended 
August  with  a  0.5%  gain.  This  marks  the  seventh  straight 
month  in  which  the  Index  has  closed  at  a  record  high. 


The  Forbes  Index  Components 


The  Forbes  Index  is  .*  measure  ol  U  s  economic  accivit) 
composed  oi  eight  equal!)  weighted  dementi  rbtal  In 
(biatrial  production,  m  »  i  laima  tor  uncmplo)  mem  com 
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prices,   (he  level  ot  iu  vi   orders  loi  durable  goods  turn 

pared  wiih  manufacturers  inventories,  total  retail  sales 
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To  measure  these  eight  elements,  Hmm  t  manitots  ten 
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CHAMPAGNE 
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■    BRITISH  AIRWAYS 

lew  Club*  Class.  Dedicated  to  those  business  travellers  who  thirst  for  the  finer  things.  And  the  finest  service.  The  worlds  favourite  airline  -  ^T 


tOurHotels  Make  Busine 
ImagirieWhat  OurResoi 


At  Four  Seasons  we'n  acutely 
aware  that  when  you're  away  on 
bu;  our  days  can  be  even 

more  pressure-packed  than  those 
spent  attheoffice. 

Which  is  why  we  want  to 
oursta)  so  pleasurable, 


Leaving  you  ready  for  the  next 

Of  course,  attention  to 
detail  and  unsurpassed  ser\io| 
the  cornerstones  of  FourSeasd 
Hotels,  but  they're  also  the  fou  j 
tion  of  our  resorts. 

And  thatsjust  the  beginij 

n  Ml  s.-  \ustin,  Boston,  Chicago  (1  89/  Houston  ((  mta    Houston dm  on  tbt  Pari),  Los  Angeles.  Neu  York(T\ 

t  Mil  D  KINGDOM:  London  (Inn  on  th  Pari    JAPAN:!  <  yo(  opens  1991 1  RESOR1  S:Dallas  •  Las  (  olinas     \iaui(  Wailea,  opens  19b\ 


youTl  actually  look  forward  to  your 
next  business  trip. 

Superb  restaurants,  overnight 
pressing,  complimentary  shoe 
si  line,  twice  daily  maid  service,  and 
24-hour  room  service  can  bring 
calm  to  the  most  turbulent  <\a\ 


avelfelLikeAVacation, 
akeAVacationfelLike. 


Each  and  every  one  of  our 
a  locations  have  been  carefully 
ted  for  their  environmental 
ity  and  peaceful  serenity 

Yet  all  our  resorts  offer  a  wide 
ty  of  recreational  activities  for 
to  enjoy  at  your  leisure. 


Needless  to  say  at  our  resorts 
you'll  be  pampered  by  all  the  atten- 
tion you've  become  accustomed  to 
recehing  at  our  hotels. 

But  that  shouldn't  be  surpris- 
ing. After  all,  if  both  our  hotels  and 
resorts  share  the  name  Four  Seasons, 


then  the)'  obxiouslv  share  some- 
thing else.  Unparalleled  service. 


Four Seasons 

THE  GRAND  HOTELS  AND  RESOKTSOFOURTIME. 


tBtach.  California,  Philadelphia.  San  Francisco.  Seattle,  Washington  D.C.  CANADA:  Montreal '( LeQuatreSaisom ).  Toronto)  Yorkvtlle).  Toronto!  I nn  on  the  Park ). 
■a<  The  Biltmon  ).  Camilla!  Minaki  Lodge.  Northm/Ontano ).  Forreservations,  call  your  travel  agent,  or  in  the  U.S.  call  (800)  332-3442;  in  Canada.  (800)  268-6282. 


Forbes 


When  the  hard-money  crowd  assembled  in 
New  Orleans  this  month,  the  old-time  gold- 
bugs  seemed  to  have  lost  their  enthusiasm 
for  the  precious  metal — and  for  just  about 
everything  else  except  bonds. 

The  deflation 
blues 


By  Peter  Br imelow 


When  Lieutenant  Colonel 
Oliver  North  delivers  one  of 
his  patriotic  addresses,  he  ar- 
rives accompanied  by  an  entourage  of 
unsmiling  men  with  wired  ears  and 
physiques  that  give  them  the  slightly 
comic  appearance  of  footballs 
crammed  into  sports  jackets.  But 
when  North  left  the  podium  at  Blan- 
chard  &  Co.'s  15th  Annual  New  Or- 
leans Investment  Conference  and 
traveled  the  dark  and  deserted  back- 
stage area,  their  scurrying  determina- 
tion to  form  a  perfect  flying  wedge 


around  him  made  it  suddenly  obvious 
that  North's  predicament  is  no  joke. 
The  Blancbard  Conference  is  the 
biggest  and  best  known  of  the  hard- 
money  investment  meetings.  The 
2,000  attendees  this  year,  overwhelm- 
ingly individual  investors,  arrived  ear- 
ly, stayed  late  and  took  detailed  notes 
as  some  76  speakers  gave  more  than 
57  hours  of  presentations.  A  few  Wall 
Streeters  were  in  evidence — and  at 
least  one  journalist,  the  author  of  this 
article — but  the  majority  of  speakers 
were  the  editors  of  investment  letters. 
And  despite  recent  diversification  to 
cover  other  investment  vehicles — and 


politics:  as  well  as  North,  William  F. 
Buckley  and  George  McGovem  were 
speakers — the  underlying  concern  re- 
mains monetary  matters  and  the  out- 
look for  gold. 

The  1970s  were  years  of  triumph  for 
the  hard-money  crowd.  But  in  the 
1980s,  as  inflation  broke,  a  deep  divi- 
sion arose.  Some  celebrated  gold 
bulls,  like  Howard  Ruff  of  Ruff  Times, 
expected  inflation  to  return  and  gold 
to  rise;  others,  like  Harry  Browne  of 
Harry  Browne's  Special  Reports,  worried 
about  deflationary  forces  loose  in  the 
economy  and  said  the  gold  game 
might  be  finished  for  a  while. 

The  news  from  New  Orleans  is  that 
this  debate  is  over  and  the  deflation- 
ists have  won.  Even  Ruff  has  capitu- 
lated, telling  the  audience  to  run  to 
the  phones  and  sell  all  their  gold 
stocks — a  move  that  made  longtime 
deflationists  wonder  uneasily  if  gold 
might  be  due  for  a  short-term  rally.  A 
few  stubborn  gold  bulls  are  still  paw- 
ing the  ground  and  bellowing,  like  Ian 
McAvity  of  the  Toronto-based  Delib- 
erations letter.  But  the  clear  consensus 
was  that  gold  is  out  except  for  small 
holdings  as  insurance. 

Which  does  not  mean  the  deflation- 
ists are  necessarily  optimistic  about! 
conventional  investments.  In  fact,, 
along  with  a  declining  fear  of  infla-; 
tion,  there's  been  a  paradoxical  pick- 
up in  forecasts  of  impending  doom. 

The  rationales  differ  slightly.  Harry 


tl  million  of  coins,  diamonds  and  bullion 

/Utter  dulled? 
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Browne,  who  wrote  a  string  of  best- 
sellers forecasting  inflation  in  the 
1970s,  is  returning  to  the  doom  busi- 
ness after  a  long  absence  with  a  book 
due  in  January  called  ne  Economic 
Time  Bomb — arguing  that  the  next  re- 
cession could  precipitate  collapse  be- 
cause of  possible  bank  failures,  diffi- 
culties financing  the  federal  deficit 
and  mistakes  by  the  Fed.  Browne  con- 
cludes that  in  order  to  stave  off  defla- 
tionary collapse,  inflation  may  be 
brought  back  by  the  authorities  in  the 
early  1990s — if  we're  lucky.  A  more 
committed  deflationist,  James  Dale 
Davidson  of  Strategic  Investment,  sim- 
ply believes  that  no  government  will 
be  able  to  get  inflation  going. 

But  outright  collapse  was  a  minor- 
ity concern  at  this  year's  conference. 
The  principal  consequence  of  the  de- 
flationist victory  is  a  strong  interest 
in  bonds.  Richard  Band  of  Personal 
Finance  was  one  of  a  number  of  bond 
bulls,  arguing  that  real  interest  rates 
are  unsustainably  high  and  that  Social 
Security  surpluses  over  the  next  few 
decades  will  reduce  government  de- 
mands on  the  credit  market.  Bonds 
suffered  through  a  35-year  bear  mar- 
ket until  the  early  1980s,  he  said. 
Now  a  historic  reversal  has  occurred. 

The  response  did  not  seem  enthusi- 
astic. Several  speakers  commented 
privately  that  the  audience  seemed 
confused  and  depressed.  Apart  from 
recent  gold  slippage,  the  crash  in  Oc- 
tober last  year  has  obviously  not  yet 
been  digested.  And  just  to  stir  up  the 
ulcers,  some  of  the  more  prominent 
speakers  on  the  stock  market  were 
fiercely  bearish.  For  example,  Richard 
Russell  of  Dow  Theory  Letter  and  Rob- 
ert Prechter  of  Elliott  Wave  Theorist 
both  have  reason  to  claim  that  they 
anticipated  the  great  bull  market  and 
that  they  got  their  subscribers  out  as 
it  started  down.  Both  see  nothing  good 
going  on  now.  Russell  says  that  only  a 
decline  to  1000  on  the  Dow  could 
stimulate  his  interest.  Prechter  actu- 
ally expects  it  will  go  even  lower. 

The  Blanchard  conference  likes  to 
arrange  theatrical  moments.  This 
year  a  Lone  Ranger-type  figure — actu- 
ally Forecast  &  Strategies  editor  Mark 
Skousen — appeared  on  a  horse  to 
launch  a  satirical  attack  on  penny 
stock  promoters.  Some  of  the  speak- 
ers (not  just  the  ones  pushing  penny 
stocks)  felt  afterwards  that  this  sub- 
lect  was  too  painful  for  humor.  Being 
caught  in  penny  stocks,  said  one  in 
words  that  might  be  applicable  to  the 
entire  conference,  reminded  him  of 
Adlai  Stevenson's  description  of  los- 
ng  a  presidential  election:  He  was  too 
aid  to  cry,  but  it  hurt  too  much  to 
laugh.  ■ 
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Shearson  is  challenging  Merrill  Lynch  for 
the  title  of  biggest  securities  firm.  They  are 
competing  vigorously  across  the  board, 
nowhere  more  so  than  in... 

Packaged 

investment 

goods 


By  Richard  L.  Stern 


ichael  Davis,  56,  is  the  kind 
of  salesman  every  brokerage 
firm  covets.  Davis,  who 
works  for  Shearson  Lehman  Hutton 
in  Philadelphia,  isn't  constantly  on 
the  telephone  bugging  people  to  buy 
Chrysler  or  sell  General  Motors. 
Pushing  individual  transactions  in 
dull  markets  is  not  for  him.  Davis  is 
an  asset-gatherer.  Instead  of  giving  ad- 
vice and  taking  orders,  he  gets  people 
to  let  him  steer  their  money,  as  a 
package,  to  outside  money  managers. 
He  is  selling  not  stocks  or  bonds  but 
packaged  services.  These  packages  in- 
clude mutual  funds  of  a  bewildering 
variety,  closed-end  funds,  outside  in- 
vestment advisers,  limited  partner- 
ships and  insurance  annuities. 

And  although  it  is  quite  obvious 
that  for  now  sales  of  most  of  these 
packaged  products,  particularly  mu- 
tual funds,  are  off  dramatically,  it  is 
equally  clear  that  the  continuing  fee 
income  these  wares  produce  is  help- 
ing the  smarter  brokerage  firms  keep 
their  heads  above  water  in  these 
tough  times. 

A  stock  transaction  creates  a  single 
commission;  investment  packaged 
goods  generate  a  continuing  stream  of 
management  fees  and  other  income,  a 
virtual  annuity  for  the  brokerage  that 
sells  the  deal.  That's  why  asset-gath- 
erers like  Michael  Davis  are  in  such 
demand. 

Not  that  the  stock  movers  have 
died  out.  There  are  still  people  such  as 
Shearson's  Stephen  Karelitz  in  Bos- 
ton. Karelitz,  who  teams  with  his  son, 
earned  himself  well  over  $1  million 
by  bringing  in  $3.4  million  in  gross 
commissions  last  year.  But  Karelitz 
admits  he  may  be  the  last  of  his  kind. 
"I'm  a  dinosaur,"  he  says. 


Aside  from  a  handful  of  people  like 
Karelitz,  few  brokerage  salespeople 
get  much  respect  these  days  from  the 
public.  Most  who  looked  good  when 
the  market  was  going  straight  up  ut- 
terly failed  to  get  their  clients  out 
before  last  Oct.  19.  "Let's  face  it," 
says  Wick  Simmons,  head  of  Shear- 
son's  retail  business,  "maybe  about 
2,200  of  our  11,000  brokers  really  are 
capable  money  managers." 

As  for  the  rest,  they  can  be  good 
salespeople  even  if  they  are  not  great 
stock  pickers.  A  Shearson  salesper- 
son, for  instance,  can  offer  the  ser- 
vices of  17  top-rated  outside  money 
managers  selected  by  the  firm.  Called 
the  Select  Managers  Program,  its  as- 
sets have  climbed  from  nothing  to 
$675  million  in  about  a  year.  Now 
yielding  regular  income  for  Shearson, 
much  of  this  money  might  have  lan- 
guished in  money  market  funds  or 
inactive  brokerage  accounts. 

It's  crystal  clear  why  both  the  bro- 
kers and  their  firms  love  this  type  of 
business.  As  long  as  the  money  stays 
either  with  the  selected  manager  or  in 
a  house-run  mutual  fund,  a  broker 
derives  a  regular  cut  of  the  fees.  In- 
stead of  a  one-time  sale,  this  produces 
an  annuity  for  the  firm  and  the  bro- 
ker. Wall  Street  calls  it  "evergreen 
income." 

In  the  Select  Managers  Program,  for 
example,  a  customer  pays  as  much  as 
a  hefty  3%  of  the  assets  a  year  for  a 
service  that  includes  the  necessary 
trading  commissions  and  a  regular  re- 
view of  the  manager's  performance. 
The  investment  manager  keeps  up  to 
V*  of  1%,  and  Davis  and  Shearson 
divide  the  remaining  2%.  Shearson 
President  Jeffrey  Lane  says  that  ever- 
green fees  of  one  sort  or  another  now 
cover  48%  of  Shearson's  fixed  costs.  It 
is  estimated  that  evergreen  income 


35 


ints  for  25%  to  30%  of  the  firm's 
total  earnings. 

Ail  impressive  performance  that  is 
helping  Shearson  match  and  pass 
Merrill  Lynch.  Shearson's  third-quar- 
ter earnings,  when  they  are  an- 
nounced shortly,  will  likely  be  lower 
than  Merrill's.  But  just  as  likely,  for 
the  first  nine  months  of  this  year, 
Shearson  will  have  outperformed 
Merrill;  particularly  considering  that 
Shearson  in  that  period  will  have  tak- 
en a  $150  million  one-time  charge  for 
its  January  acquisition  of  E.F.  Hutton. 

Shearson  under  Chairman  Peter 
Cohen  is  clearly  determined  to  prove 
that  a  multiline  Wall  Street  firm  can 
get  the  higher  margins  normally 
racked  up  only  by  more  specialized 
firms,  such  as  Morgan  Stanley  and 
First  Boston.  Because  retail  business 
remains  weak,  this  won't  be  Shear- 
son's  year.  But  the  firm  has  already 
gone  a  long  way  toward  meeting  Co- 
hen's goal  of  becoming  a  full-line  in- 
vestment house. 

The  last  good  year  for  all  the  invest- 
ment houses  was  1986.  In  that  year, 
says  Michael  Goldstein,  of  Sanford  C. 
Bernstein  &  Co.,  Shearson's  institu- 
tional investment  banking  pretax 
profit  margins  were  24%,  besting 
First  Boston's  and  equaling  Morgan 
Stanley's,  while  Merrill's  was  15%. 
Even  with  the  debacle  of  Oct.  19, 
Shearson's  institutional  investment 
banking  margins,  at  8%  last  year, 
were  about  even  with  First  Boston's, 
while  Merrill's  were  minus  14%. 

Another  impressive  showing.  Alter 
all,  Shearson  was  built  from  almost 
nothing  over  the  last  20  years  by  a 
team  headed  by  Sanford  Weill.  The 
firm  was  essentially  a  retail  brokerage 
house  that  competed  successfully 
chiefly  through  sheer  economic  effi- 
ciency— read  a  skinlhnt  attitude — to- 
ward operating  costs.  In  the  late  1960s 
and  most  oi  the  1970s,  when  the  bio- 
kerage  business  was  in  turmoil  and 
old  names  were  vanishing  from  the 
business  at  an  alarming  rate,  Weill's 
firm  picked  up  manv  ot  the  pieces 
cheaply.  Into  the  maw  went  such 
once  great  turns  .is  Maydcn  Stone, 
Shearson  Hammill  and  Loeb  Rhoades 
Hornblowcr.  By  the  time  it  was  ac 
quired  by  American  Express  in  1981, 
Shearson  was  already  the  second-larg- 
est "etail  house  in  the  nation. 

Sai  departed aftei  Shearson 

was  bo.nmt  t'v  American  Express  and 
he  was  S  d  by  his  right-hand 

man,  the  now  41  yeai  old  Peter  Co- 
hen. In  1987  American  Express  re- 
duced its  ownership  to  62'  ol  shear- 
son,  selling  13%  ot  the  company  to 
Tokyo-based  Nippon  Lid.  and  the  n  si 
to   the   public     Rumors    persist   that 


American  Express  will  go  from  major- 
ity to  minority  ownership  to  avoid 
consolidating  balance  sheets. 

Last  year  Shearson  took  in  $728 
million  in  revenues  from  institution- 
al investment  banking.  That,  notes 
Goldstein,  was  close  behind  Merrill's 
$736  million  and  ahead  of  Morgan 
Stanley's  $711  million.  At  year-end, 
Shearson's  large  trading  inventory, 
now  including  major  market-making 
positions  from  stocks  to  municipal 
bonds,  rivaled  that  of  trading  giants 
Merrill  and  Salomon  Brothers. 

Mergers  and  acquisitions?  For  the 
first  six  months  of  this  year,  it's  esti- 


Sbearson  Chairman  Peter  Cohen 

Locking  in  that  evergreen  income. 

mated  that  Shearson  was  a  close  sec- 
ond to  Goldman,  Sachs  in  tees.  Ster- 
ling Drugs  (tee,  $8  million)  and  Feder- 
ated Department  Stores  (fee,  $19.8 
million)  were  among  its  highly  profit- 
able deals. 

Outside  its  traditional  retail  busi- 
ness Shearson  also  acquired  in  1981 
Boston  Co. — a  money  management 
firm  that  today  holds  $33  billion  in 
assets  foi  institutions  and  high 
rollers.  Its  subsidiary,  Boston  Safe  De- 
posit, lias  grown  under  Cohen  into  the 
nation's  ISth-largest  bank — although 
because  ot  legal  lestnetions  separat- 
ing banking  from  Wall  Street  it  is  run 
as  a  "nonbank  bank."  In  1984  Cohen 
bought  Lehman  Brothers,  the  invest- 
ment banking  and  trading  firm.  And 
last  January  he  acquired  E.F.  Hutton. 

Nor  has  Shearson  lagged  in  the 
growing  international  arena,  despite 
big  losses  in  last  fall's  British  Petro- 
leum ottering  and  an  admitted  overex 


pansion  in  London  in  expectation  of 
booming  business  after  brokerage 
commissions  there  were  deregulated. 
Says  Cohen:  "We've  made  bigger  prof- 
its from  international  markets  in  the 
last  six  months  than  ever  before." 
Shearson  is  now  doing  a  $270-mil- 
lion-plus  European  stock  offering  for 
Safra  Republic,  Edmond  Safra's  new 
commercial  bank.  Shearson  was  a  ma- 
jor player  in  France  last  year  as  the 
government  sold  big  chunks  of  state- 
owned  enterprises  to  the  public.  More 
recently,  it  was  the  lead  manager  for  a 
$4.8  billion  refinancing  of  Israeli 
loans  to  purchase  weapons. 

Shearson  isn't  neglecting  its  retail 
business,  even  though  retail  is  sick.  It 
has  been  integrating  backwards  in  re- 
tail, like  its  rival  Merrill,  so  that  its 
salespeople  can  sell  in-house  propri- 
etary products  that  would  generate 
continuing  fee  income.  It's  buying 
over  40%  of  First  Capital  Holding,  for 
example,  to  manufacture  insurance 
and  annuity  products  in-house.  And 
its  Select  Management  Program  came 
from  E.F.  Hutton. 

Among  all  U.S.  brokerage  firms, 
Merrill  Lynch  remains  the  leader  in 
sheer  size  of  assets  it  holds  for  cus- 
tomers. But  in  revenues  Shearson  and 
Merrill  are  now  neck-and-neck:  In  the 
first  half  of  1988,  Shearson's  revenues 
were  $5  billion,  Merrill's  $4.9  billion. 
Merrill  has  about  $84  billion  under, 
management  these  days,  while  Shear- 
son  has  about  $97  billion.  And  Shear- 
son  has  consistently  outperformed 
Merrill's  net  profit  margins. 

But  for  all  of  his  pride  in  Shearson's 
gains,  Peter  Cohen  cannot  be  happy 
about  the  fact  that  last  year  neither 
his  firm  nor  Merrill  Lynch  led  The 
Street  in  profitability.  That  claim  be- 
longed to  the  smaller,  more  special- 
ized outfits  such  as  Morgan  Stanley  in 
investment  banking  and  the  likes  of, 
St.  Louis-based  A.G.  Edwards 
(Forbes,////)'  25)  for  pure  retail  broker- 
age. In  the  banner  year  1986,  accord- 
ing to  Value  Line,  Shearson  showed 
net  profit  margins  of  6.9%  but  Mor- 
gan Stanley  did  8.2%  and  Edwards 
10.2%;  Merrill  did  4.9%. 

This  year,  with  the  phones  rarely 
ringing  in  brokerage  offices,  such  re- 
tail-heavy outfits  as  Shearson  and 
Merrill  will  lag  further  behind  their 
specialized  rivals.  But  in  one  way  or 
another,  the  individual  investor  will 
continue  to  invest.  In  the  long  run, 
industry  leadership,  in  both  revenues 
and  profitability,  will  go  to  the  firm 
that  can  do  the  best  job  of  packaging 
products  for  investors  and  of  running 
its  business  efficiently.  In  both  of 
these  areas  Shearson  is  a  powerful 
contender.  ■ 
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No  longer  the  darlings  of  Wall  Street,  many  are  organ  and  disease-specific." 
biotech  companies  are  trying  a  new  dodge  funded  over  the  past  year,  says  wu 
to  attract  money:  designer  labels. 


The  bust 
in  biotech 


By  Kathleen  Healy 


INVESTORS  THESE  DAYS  do  not  Want 
to  know  from  biotech.  This  high- 
flying flock  of  companies  that  are 
involved  in  various  forms  of  DNA- 
splicing  technology  have,  in  the  last 
year,  nicely  underperformed  the  mar- 
ket: While  the  Standard  &  Poor's  500 
index  was  up  10%  through  the  third 
quarter,  biotech  issues  were  down  4% 
in  the  same  period. 

Over  the  longer  term  their  perfor- 
mance has  been  even  more  dismal. 
The  Forbes  new  issue  database  shows 
that  over  the  last  eight  years,  though 
they  have  been  hyped  to  a  fare-thee- 
well  by  Wall  Street,  biotech  new  is- 
sues are  down  by  26%,  while  the  S&P 
500  index  is  up  more  than  150%. 


Wall  Street's  solution?  Simple.  Call 
the  latest  batch  of  biotech  babies — 
which  are  now  mostly  doing  brain  cell 
research — something  else.  The  latest 
buzzword  is  neuroscience,  a  catchall 
rubric  for  companies  developing  prod- 
ucts to  attack  neurological  diseases 
and  syndromes  as  diverse  as  Alzhei- 
mer's and  anxiety,  Parkinson's  dis- 
ease, obesity  and  depression. 

Call  them  what  you  will,  says  Wall 
Street,  but  don't  call  them  biotech. 
Listen  to  John  Wilkerson,  a  well- 
known  Manhattan  consultant  who 
makes  his  living  giving  new  science- 
oriented  companies  advice  about  rais- 
ing money.  "We'll  repackage,  jump 
around  the  problem  of  being  biotech 
companies,"  he  says.  "The  new  vogue 
is  to  create  designer  companies  that 


The  best  performers  of  1988 

Company 

Adjusted 
offer 
price* 

Offer 
date 

Recent 
price 
9/30 

Of         ; 

Underwriters 

relative  tc 
actual       S&P  500 

MolecularBiosystems 

$2.00 

7/25/83 

$12.88 

543.8%      301.4% 

DH  Blair 

Genetic  Systems' 

2.00 

6/04/81 

10.56 

428.1          218.1 

DH  Blair 

Enzo  Biochem 

0.87 

6/12/80 

4.00 

360.8           95.8 

DH  Blair 

Cambridge  BioScience 

5.00 

3/31/83 

15.75 

215.0            77.2 

Ladenburg  Thalman 

Nova  Pharmaceutical 

- 

2.25 

7/29/83 

6.75 

200.0            79.3 

DH  Blair 

The  worst  performers  of  1988 

Company 

Adjusted 
offer 
price* 

Offer 
date 

Recent 
price 
9/30 

o/          j 

Underwriters 

relative  to 
actual        S&P  500 

Southern  Biotech 

SI  0.00 

8/18/81 

— 2 

-100.0%    -100.0% 

Shearson  Lehman 

Cistron  Biotechnology 

1.00 

8/21/86 

j 

-100.0       -100.0 

DH  Blair 

Endotronics 

2.07 

7/21/83 

— 2 

-100.0       -100.0 

Summit  Investment 

Cytox  Corp 

2.00 

12/19/80 

2 

-100.0       -100.0 

Rooney  Pace 

Diagnon 

6.00 

7/13/83 

$0.13 

-97.9         -98.7 

Laidlaw  Adams  &  Peck 

"Per  common  share  adjusted  for  splits.     'Acquired  2/86  by  Bristol-Myers 

"Chapter  11  filings 
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kerson.  They  have  names  like  Neuro- 
gen  (a  firm  that  is  developing  an  anti- 
anxiety drug),  Regeneron,  Neurex, 
Neurodynamics  and  Cal  Bio,  which  is 
developing  an  appetite  suppressant. 

A  more  complete  look  at  the  de- 
pressing record  of  new  biotechnology 
stock  issues  shows  why  these  compa- 
nies— including  at  least  400  in  exis- 
tence— are  having  so  much  trouble 
raising  cash  in  the  financial  markets. 
Forbes'  computers  tracked  60  bio- 
tech public  offerings  since  1980  and 
found  that  73%  are  selling  below  their 
offering  price.  That's  even  worse  than 
new  stock  issues  generally  do.  As  a 
category,  the  last  time  we  looked 
(Forbes,  June  27),  59%  of  new  issues 
from  1982  to  April  1988  were  selling 
below  their  offering. 

Of  the  60  biotechnology  initial  pub- 
lic offerings  we  looked  at  this  time 
around,  four  have  filed  for  protection 
under  Chapter  11  of  the  bankruptcy 
act.  About  $969  million  was  raised  by 
those  60  over  the  eight-year  period, 
and  today  they  are  worth  26%  less,  or 
about  $719  million. 

The  top  companies  [ranked  by  their 
performance  relative  to  the  S&P  500J 
are  a  varied  bunch.  MolecularBiosys- 
tems, Inc.,  the  best,  sold  recently  at  a 
frothy  100  times  earnings,  beating  the 
S&P  by  301%.  The  San  Diego  firm, 
which  has  developed  a  tracking  agent 
that  enhances  ultrasound  images,  is 
doing  well  mainly  because  it  has 
quickly  developed  a  medical  product 
that  has  nothing  to  do 
with  biotechnology.  The 
second-best  performer,  up 
428%  over  its  offering 
price  in  seven  years,  was 
Genetic  Systems,  which 
makes  AIDS  blood  tests. 
Its  initial  investors  did 
well  because  Genetic  Sys- 
tems was  acquired  for 
$10.50  a  share  in  1986  by 
Bristol-Myers. 

Other  top  performers: 
Cambridge  BioScience, 
trading  recently  at  153/», 
up  215%  in  five  years,  and 
Nova  Pharmaceutical,  re- 
cent price  6%,  up  200%  in 
five  years,  are  respectively 
researching  AIDS  and 
neuroscience  disorders 
such  as  pain  and  inflam- 
mation caused  by  burns 
and  allergic  reactions,  and 
both  have  joint  marketing 
arrangements  with  big 
pharmaceutical      compa- 
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While  nine  of  our  top  performers 
did  better  than  the  S&.P  500,  the  tenth 
did  not. 

Who's  in  the  bottom  ranks?  Tied  for 
last  place  are  four  companies  that  are 
in  Chapter  11.  Endotronics,  for  exam- 
ple, had  the  FBI  and  the  SEC  investi- 
gating its  books  for  fraud.  Now  top 
managers  who  were  the  subjects  of 


those  investigations  have  departed, 
and  the  firm  recently  came  out  of 
bankruptcy  protection  and  an- 
nounced its  shares  are  trading  again. 
The  company  makes  cell  cultures  for 
biotech  companies  that  need  to  grow 
cells  outside  the  human  body.  Also  at 
the  bottom  is  Genex,  which  nearly 
went    into    bankruptcy    when    G.D. 


Searle  pulled  out  of  a  supply  contrac 
with  the  firm  for  the  main  ingredier 
in  the  sweetener  aspartame,  used  i 
Nutrasweet  (Forbes,  Dec.  28,  1987).  ' 
Call  them  biotech.  Call  them  nei 
roscience.  By  whatever  name,  the 
are  clearly  only  for  those  whose  por 
folios  are  healthy  enough  to  sustain 
total  loss.  ■ 


While  McDonnell  Douglas  and  Airbus  In- 
dustrie fiddle  and  f addle,  Boeing  is  burn 
ing  up  the  runways. 


Boeing  by  default? 


By  Howard  Banks 


On  and  on  they  dragged,  those 
interminable  talks  between 
McDonnell  Douglas  and  the 
European  consortium,  Airbus  Indus- 
trie, aimed  at  forging  a  crucial,  coop- 
erative venture  in  airliner  construc- 
tion. The  talks  finally  collapsed  in 
late  September. 

Neither  McDonnell  Douglas  nor 
Airbus  Industrie  seems  able  to  swal- 
low its  pride  sufficiently  to  close  .in 
agreement  that  would  allow  them  to 
share  the  at  least  $3-billion  develop- 
ment cost  ot  the  new,  368-scat  long- 
range  AM300  passenger  jet,  which 
they  both  agree  could  be  a  strong  en- 
try against  Boeing's  747  (umbo.  At  the 
same  time  neither  is  admitting  how 
seriously  at  odds  they  remain. 

While  they  fiddle,  Hoeing  walks  ofl 

with  the  prize- and  what  a  prize!  The 

civil  iet  business  is  booming     and  is 

likely  to  generate  $22  billion  to 

billion  a  year  tor  the  next  15  years. 

When  the  talks  ceased,  the  two  par 

aid  they  were  saying  au  revou 

not     adieu.     Then     McDonnell 

1  is'   recently   appointed   chair- 

bn    McDonnell,    had   second 

because  ol  the  high  risk  ot 

alone  with  such  a  large  in- 

':  that  time  Airbus  Presi- 

si  'ii  was  back  at  his  Tou- 

idquarters,   and  his  French 

I  ospatiale,  had  called  its 
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Airbus  President  Jean  Pierson 

Saying  au  revoir  but  not  adieu? 

own  time  out;  the  French  were  in 
labor  negotiations  and  didn't  want  the 
threat  that  work  might  be  transtened 
to  more  productive  American  fac- 
tories taken  ott  the  table. 

Insiders  on  both  sides  of  the  Atlan- 
tic reveal  that  the  real  issue  is  not 
Europe's  national  or  labor  politics. 
The  nub  ot  the  problem  is  that  neither 
McDonnell  Douglas  nor  Airbus  In- 
dustrie is  yet  willing  to  give  up  its 
planned  programs  (the  Airbus  A330- 
A340  versus  the  MD-11,  tor  instance, 
or  new  versions  ot  the  MD-80  series 
as  the  stretched  A320). 

Meanwhile  Boeing,  the  dominant 
producer  of  civil  jets,  goes  from 
strength  to  strength.  By  October  it 
had  taken  more  than  500  orders  since 
the  hist  ot  this  year,  more  than  its 
previous  best  yeai  evei  Its  total  back- 
log now  stands  at  over  1,050  civil  jets, 
valued  at  $40  billion.  And  Boeing 
stands  a  good  chance  ot  getting  an 


order  worth  maybe  $5  billion  ovi 
time  from  the  U.S.  Navy  for  a  ne 
reconnaissance  plane  (the  decision 
due  as  this  goes  to  press).  By  the  end  < 
this  year,  the  Seattle-based  company 
cash  hoard  will  stand  at  over  $4  bi 
lion  and  could,  on  present  trends,  h 
$5  billion  by  the  end  of  1989. 

Just  as  nice,  for  Boeing,  its  margin 
normally  a  narrow  3%  to  4%  opera 
ing  profit  on  civil  jets,  are  rising,  . 
production  rates  reach  new  highs. 
Boeing  has  problems,  many  arise  fro:| 
success,  from  churning  out  planes  fa 
to  meet  market  demand. 

Examples:  For  the  first  time  sin 
the  original  747,  20  years  ago,  Boei: 
will  be  late  delivering  planes.  Tl 
electronic  cockpit  for  the  latest  74 
400  update  has  proved  a  more  diffic 
job  than  anticipated.  There  have  be 
well-publicized  quality  problems,  t 
but  Boeing  is  shifting  300  senior  pr 
duction  engineers  from  its  Rento 
Wash,  plant  (which  has  had  few  tr 
bles)  to  its  Everett  plant  (which  h 
had  many)  and  has  added  elabor, 
training  programs  for  new  workers 

In  its  military  operation,  Boei 
bungled  the  new  plastic  wing  for  t 
updated  A-6  Navy  attack  plane,  mo: 
ly  because  it  underestimated  cost 
engineering  complications.  This  di 
sion  now  has  a  new  president,  Rob 
Dryden,  ex-IBM  and,  insiders  say, 
potential  future  chairman. 

Watch,  as  it  barrels  along, 
Boeing  to  use  some  of  its  rising  ca 
hoard  on  acquisitions.  Its  efforts 
the  past  have  been  in  aerospace- 
unsuccessful  bid  for  Hughes  Aircn 
in  1985,  and  a  successful  one  for  1 
Havilland  of  Canada,  which  mak 
commuter  aircraft  (though  it  is  st 
losing  money  and  causing  a  stoma 
ache  at  headquarters).  Now  the  vibi 
tions  from  Seattle  betray  the  distin 
possibility  that  Boeing  might  turn 
eyes  outside  the  aerospace  busine 
hoping  that  its  skills  might  transfer 
making  a  product  with  easier — lc 
risky — profits  than  jumbo  jets. 

In  any  case,  with  McDonnell  Dot 
las  and  Airbus  muffing  their  chan 
for  a  truly  competitive  joint  ventu 
Boeing  seems  to  have  plenty  of  oppc 
tunnies  waiting,  both  in  the  air  a 
on  the  ground.  ■ 
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Winnebago  Industries  has  lost  market 
share  in  motor  homes,  top  executives  have 
departed,  and  earnings  have  been  mur- 
dered in  1988.  So  why  are  some  smart 
investors  buying  the  stock? 

Bad  news, 
good  prospects 


By  Rick  Reiff 


T|  HINGS    HAVEN'T    LOOKED     WELL 
for  $400  million  (sales)  Winne- 
bago Industries  Inc.,  the  Forest 

i  City,  Iowa  maker  of  big  motor  homes. 
Profits  for  the  fiscal  year  that  ended 

jin  August,    though  not   yet  public, 

;  probably  fell   60%    from 

;  the    year    before,    to    30 

i  cents  a  share.  Once  the 

;  top  maker  of  bus-size  mo- 
tor homes,  Winnebago, 
with  21%  of  that  $2  bil- 
lion market,  down  a  point 
from  last  year,  now  trails 
Fleetwood        Enterprises 

i  Inc.  of  Riverside,  Calif., 
whose  share  has  climbed 
to  28%. 

Under  Winnebago's 
cantankerous  founder  and 
chairman,  75-year-old 
John  K.  Hanson,  manage- 
ment has  been  a  revolving 
door.  The  latest  casual- 
ties: Chief  Executive  Offi- 
cer Gerald  W.  Gilbert  and     

his  top  aide,  Richard  A.  Berreth,  both 
ousted  last  month.  Gilbert  and  Ber- 
reth took  the  heat  for  production 
gaffes  that  stalled  deliveries  and  drove 
up  operating  costs.  Both  former  Con- 
trol Data  Corp.  executives,  they  advo- 
cated automated  assembly  line  tech- 
niques that  don't  work  as  well  with 
production  of  big  motor  homes  as 
with,  say,  motor  cars. 

Hanson's  latest  shakeup  replaced 
Gilbert  with  an  unwieldy  seven-man 
committee  reporting  to  him — even 
though  he  readily  admits  to  now 
working  only  "half  days,  half  the 
time."  Hanson  is  in  no  hurry  to  hire 
another  chief  executive  officer. 
"We're  not  nervous,"  he  says  blithely. 
No  surprise,  then,  that  Winneba- 


go's stock  is  floundering  at  9,  less 
than  half  its  high  of  the  last  three 
years.  For  those  investors  who  are  un- 
happy with  the  stock's  performance, 
Chairman  Hanson  has  some  blunt  ad- 
vice: "Sell." 

If  this  sounds  insufferably  smug, 
Hanson  can  afford  to  be  smug.  He  and 


John  K.  Hanson,  Winnebago  founder  and  chairman 
He  can  afford,  to  be  smug- 


his  family  together  own  47%  of  the 
stock.  Moreover,  Winnebago  still  has 
a  strong  balance  sheet  ($150  million 
of  equity,  less  than  $2  million  of  long- 
term  debt),  a  healthy  cash  flow  (70 
cents  a  share  despite  this  year's  rever- 
sals), and  improving  prospects.  Al- 
though institutions  hold  less  than 
15%  of  this  management-controlled 
company,  Manhattan  investment 
firms,  including  Bear,  Stearns  and 
Neuberger  &  Berman,  have  been  buy- 
ing the  stock  for  clients. 

It  is  not  difficult  to  see  what  at- 
tracts them.  Subtract  Winnebago's 
$67  million  in  cash  from  its  recent 
market  valuation,  and  the  company 
costs  only  $6.30  a  share.  That's  just 
five  times  cash  flow  if  the  company 
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returns  to  its  usual  5%  net  profit  mar- 
gin, achieved  in  four  of  the  six  previ- 
ous years.  And  Winnebago's  40-cent 
dividend  yields  4.4%. 

It  also  appears  that  the  problems 
that  damaged  earnings  this  summer 
are  largely  behind  the  company.  Hav- 
ing modified  the  costly  attempts  at 
automation,  Winnebago  has  gone 
back  to  building  vehicles  on  three 
lines  instead  of  a  congested  two.  Win- 
nebago is  again  filling  all  of  its  orders, 
for  the  first  time  in  three  months. 

In  addition,  Winnebago's  reputa- 
tion with  the  public  remains  intact. 
Frank  Lee,  owner  of  Valley  1-5,  a  Win- 
nebago and  Fleetwood  dealer  in  Kent, 
Wash.,  says,  for  example,  that  Winne- 
bago's redesigned  $40,000  models  are 
arriving  problem-free,  with  added 
storage  and  lower  roof  lines  for  better 
bridge  clearance.  He  and  other  big 
dealers  say  that  lost  sales  from  July 
and  August  are  being  recouped  as  the 
new  motor  homes  finally  hit  the  lot. 
Winnebago's  diversification  ven- 
tures are  looking  better,  too.  The 
most  promising:  Cycle  Sat  Inc.,  Win- 
nebago's $10  million  experiment  to 
beam  spot  television  com- 
mercials via  satellite  to 
stations  around  the  coun- 
try. Hanson  sees  this  as 
his  next  major  achieve- 
ment, and  he  may  be 
right.  Here's  how  it 
works:  Advertisers  with- 
out satellite  transmissions 
must  now  make  dozens  of 
copies  of  a  single  commer- 
cial and  mail  each  to  a  dif- 
ferent tv  station.  Hanson 
says  he  can  save  the  travel 
time  and  cut  about  $6  off 
the  $20-per-tape  distribu- 
tion cost.  Cycle  Sat  is  sign- 
ing up  three  new  advertis- 
ers a  month.  With  receiv- 

ers  installed  at  more  than 

300  television  stations  and  revenue 
approaching  $100,000  a  week,  Cycle 
Sat  is  close  to  breaking  even,  and 
there's  plenty  of  room  to  grow.  Several 
analysts  think  it  can  generate  50  cents 
to  $1  a  share  in  profits  for  Winnebago 
within  three  years. 

Admittedly,  the  motor  home  busi- 
ness is  stagnant,  growing  only  1  %  this 
year,  but  Winnebago  and  Fleetwood 
have  added  share  over  the  years  at  the 
expense  of  smaller  competitors.  De- 
mographic trends  are  with  the  compa- 
ny. Eight  years  from  now,  for  in- 
stance, the  first  baby  boomers  enter 
their  50s,  the  age  when  most  Winne- 
bago owners  buy  their  first  vehicle. 

Looks  like  a  clear  case  of  short-term 
indigestion,  not  a  chronic  illness.  ■ 
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b  Siegel  has  been  cast  as  the  bad  guy  in 
his  squabble  with  Steve  Ross  at  Warner 
Communications.  Steve  Ross  is  one  heck  of 
a  public  relations  man. 


Unhappy  marriage 


By  Gretchen  Morgenson 

Steven  Ross,  the  high-living 
boss  of  Warner  Communica- 
tions Inc.,  has  been  married 
three  times  and  divorced  twice,  but 
his  most  public  and  acrimonious 
union  involved  not  matrimony  but 


business:  Because  Herbert  Siegel  of 
Chris-Craft  Industries  is  Warner's  big- 
gest stockholder,  Ross  and  Siegel  have 
a  close  relationship.  It  is  not  a  happy 
marriage.  Ross,  chairman  of  the 
board,  runs  the  company  with  an  iron 
hand.  But  Siegel,  who  owns  21%  of 
Warner  through  BHC,  a  Chris-Craft 


subsidiary — far  more  than  Ross 
owns — is  in  almost  constant  conflict 
with  him.  The  conflict  is  making  it 
rather  difficult  to  run  the  company. 

A  lawsuit  brought  during  the  sum- 
mer months  by  Siegel  has  stalled 
Ross'  proposed  acquisition  of  Lorimar 
Telepictures,  a  major  producer  and 
distributor  of  television  shows.  The 
$700  million  Lorimar  deal  would 
have  brought  television  production 
strength  and  potentially  lucrative 
syndication  rights  to  Warner.  Why  is 
Herb  Siegel,  who  as  a  Warner  share- 
holder ostensibly  wants  what's  best 
for  the  company,  throwing  roadblocks 
in  the  way? 

In    this    confused    situation,    onel 
thing  is  clear:  Warner  seems  finally  to'l 
have  recovered  from  the  disaster  ofl 
1983,  when  the  virtual  collapse  of  its  | 
Atari  division  put  it  deep  into  the  red. 
Now  its  stock  trades  around  37,  about 
where  it  traded  during  its  videogami 
heyday.  Wall  Street,  which  has  be 
both  up  and  down  on  Ross,  seem: 
right  now  to  be  high  on  him.  Analysts 
say  Ross  is  a  genius,  a  master  of  the 
corporate  turnaround,  the  man  who 


( bairman  <>j  Warner  (  ommunications  hu 
■■  turnaround  is  it? 
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has  brought  Warner  back  from  the 
near-bankrupt  brink  that  Atari  had 
driven  it  to  in  1983. 

It  follows  from  this  that  most  stock 
analysts  are  sour  on  Siegel.  Once  wel- 
comed as  Warner's  white  knight, 
Warner's  best  protection  against  hos- 
tile takeovers,  such  as  the  one  threat- 
ened four  years  ago  by  Rupert  Mur- 
doch, Siegel  is  now  treated  as  an  un- 
wanted intruder.  Talk  to  most 
analysts  these  days  and  they'll  tell 
you  that  Siegel's  resentment  over 
watching  his  power  at  Warner  erode  is 
seriously  harming  a  wonderful  com- 
pany. Jeffrey  Logsdon,  an  analyst  at 
Crowell  Weedon  &.  Co.,  is  typical.  He 
says,  "Steve  Ross  has  been  the  long- 
term  engineer  of  one  of  the  better 
success  stories  of  the  entertainment 
industry."  Gordon  Crawford,  an  ana- 
lyst with  Capital  Group  whose  clients 
own  8%  of  Warner's  com- 
mon, argues  that  Siegel  is 
a  menace  who  is  making 
trouble  because  Ross  runs 
the  company  without 
consulting  him. 

Neither  Ross  nor  Siegel 
would  be  interviewed  for 
this  story;  both  said  the 
pending  Lorimar  transac- 
tion prevented  them  from 
discussing  the  company. 

Piecing  together  infor- 
mation gathered  else- 
where, however,  Forbes  is 
convinced  that  the  truth 
is  much  more  complex 
than  Ross'  partisans 
would  have  it.  Siegel  has 
been  no  mere  obstruction- 
ist. Much  of  his  advice  has 
been  sound  and  in  the  in- 
terests of  all  of  Warner's 
shareholders. 

When  Siegel's  Chris- 
Craft  first  acquired  its 
Warner    holdings,    Siegel 

was  welcomed  with  open     

arms.  Rupert  Murdoch's  1984  at- 
tempt to  take  over  Warner  frightened 
Ross,  who,  after  all,  owned  under  1% 
of  Warner's  shares.  With  the  kind  of 
cash  Ross  so  badly  needed,  Siegel  was 
someone  who  could  help  the  Warner 
chairman  out  of  his  bind.  Siegel's 
BHC  broadcasting  subsidiary  bought 
19%  of  Warner's  voting  stock.  In  ex- 
change, Ross  bought  42.5%  of  Chris- 
Craft's  BHC.  Thanks  to  this  Gordian 
knot,  Murdoch  was  thwarted  and 
Warner  remained  independent. 

At  the  time,  many  people  thought 
Siegel  would  wind  up  running 
Warner,  and  Ross,  discredited  by  the 
huge  losses  Warner  took  in  1983 
when  its  Atari  business  collapsed, 
would  be  out.  But  Ross  is  a  survivor. 


FORBES,  OCTOBER  31,  1988 


Today  he  is  so  ensconced  at  Warner 
that  he  can  do  no  wrong.  He  blithely 
paid  himself  $3  million  last  year,  and 
his  employment  contract  guarantees 
him  millions  in  annual  salary  and  bo- 
nus through  1996. 

Whatever  his  past  mistakes,  Ross 
presided  over  a  team  that  has  turned 
Warner  around  in  the  last  five  years. 
In  the  wildly  volatile  world  of  Holly- 
wood management,  Warner's  movie 
studio  has  been  top-notch  and  stable. 
The  company's  record  division  was 
well  positioned  to  capitalize  on  the 
compact  disc  craze,  which  helped  pro- 
pel revenues  at  Warner  Records  to 
$1.5  billion  last  year,  up  35%  from 
1986.  Ross'  commitment  to  the  cable 
business,  which  was  made  in  the 
company's  darkest  days  when  he 
could  not  afford  to  be  wrong,  has 
proved  to  be  a  sound  gamble. 


Over  the  past  four  years  Ross  and 
his  friends  and  his  spokespeople  have 
cited  incidents  as  proof  that  Herb  Sie- 
gel doesn't  understand  the  entertain- 
ment business.  Back  in  1984,  they 
say,  Siegel  initially  objected  to  Ross' 
decision  to  buy  back  American  Ex- 
press' 50%  interest  in  Warner  Cable. 
Now  Ross'  $450  million  cable  deal 
looks  brilliant:  Marked  to  the  market, 
the  value  of  the  property  has  doubled. 
True,  but  not  the  whole  story. 

Untold  about  Siegel's  initial  vote 
on  the  Warner-Amex  deal  is  why  he 
was  against  it:  He  didn't  want  Ross  to 
buy  back  the  Amex  stake  if  it  meant 
adding  leverage  to  the  already  precari- 
ously indebted  Warner.  Ross,  accord- 
ing to  then  Warner  board  member 
Abraham  Ribicoff,  wanted  to  borrow 
the  $450  million  needed  to  finance 
the  purchase.  Siegel,  to  avoid  taking 


Chnsiopher  MorrmBlack  Star 


Warner's  biggest  sfjareholder,  Herb  Siegel 
The  man  Wall  Street  loves  to  hate. 


Does  that  leave  Herb  Siegel  as  a 
sour-grapes  villain?  Not  quite.  It  was 
Siegel  who  pushed  the  extravagant, 
expansionist  Ross  into  cutting  costs 
when  the  company  was  bleeding;  Sie- 
gel pushed  Ross  forward  in  the  divest- 
ment of  Warner's  nonentertainment 
subsidiaries,  like  its  cosmetics, 
Franklin  Mint  and  Warner  Leisure 
restaurant  divisions. 

For  his  part,  Siegel  makes  no  effort 
to  get  his  side  of  the  case  across.  Un- 
like Ross,  he  controls  no  expensively 
staffed  public  relations  department. 
Only  a  single  brokerage  firm  ana- 
lyst— John  Tinker  at  Morgan  Stan- 
ley— follows  both  companies.  The 
others  are  quick  to  denigrate  Siegel, 
but  they  rarely  bother  to  talk  to  him. 


on  more  debt,  suggested 
that  Ross  sell  Showtime, 
MTV  and  The  Movie 
Channel  to  raise  the  nec- 
essary cash.  Ross  eventu- 
ally came  around  to  this 
way  of  thinking;  but  Sie- 
gel erroneously  became 
known  as  the  man  who 
tried  to  get  Warner  out  of 
the  now  lucrative  cable 
business. 

Then  there's  the  subject 
of  stock  buyback  pro- 
grams. For  years,  Siegel 
has  been  arguing  to  the 
Warner  board  that  it  re- 
purchase blocks  of  the 
company's  stock;  Ross 
has  demurred.  Even  en- 
amored Wall  Street  ana- 
lysts agree  Ross  should  be 
buying  in  shares,  especial- 
ly in  the  months  after  the 
market  crash,  when 
Warner  stock  sank  from 
$36  to  around  $17.  Ross' 

partisans  say  he  won't  buy 

in  his  own  shares  because  that  would 
increase  Siegel's  proportionate  share 
in  the  company. 

But  this  argument  doesn't  quite 
hold.  Warner  has  so  many  shares  out- 
standing that  for  Siegel's  stake  to  be 
increased  by  even  1%  would  require  a 
Warner  outlay  of  $340  million  at  to- 
day's price.  And  another  1%  held  by 
Siegel  wouldn't  increase  his  power  in 
any  real  way.  Furthermore,  it's  un- 
clear that  Ross'  problem  is  unsolv- 
able.  A  stock  buyback  program  would 
be  in  Herb  Siegel's  best  interests, 
since  it  would  increase  the  earnings 
power  of  the  stock.  So  it's  conceivable 
Siegel  would  agree  to  keep  his  owner- 
ship percentage  in  the  company  the 
same  by  selling  some  of  his  Warner 
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If  this  sounds  like  a  tale  from  Lilliput,  you're 
not  tar  off.  Because  now  there's  a  way  to  make 
administrative  problems  very  smalt  if  not  all  but 
disappear.  Its  called  HMO-USA.  And  its  the  first 
HMO  netw  ork  to  consolidate  billing  nationwide. 


Say,  for  example,  your  company  has 
in  thirty-six  different  states.  Working  thr< 
our  Operations  Service  Center,  we  can  sel 
a  single  statement.  A  statement  that  arriv< 
like  clockwork,  and  comes  organized  an) 


How  to  fit  5,000  people 
in  a  single  envelope 

i  like.  By  corporate  division.  By  region  of  the  one  check.  If  your  company  has  a  thousand 

itry.  Even  by  individual  site.  employees  or  more,  call  1-800-4-HMO-USA 

To  make  things  easier  still,  you  can  send  us  It's  clearly  no       ■■     tes\  Blue  Cross 

own  billing  list,  and  never  receive  a  thing.  small  advance  " 

ir  way,  every  month,  you'll  only  have  to  write  in  health  care. 


and  ISA 

Blue  Shield   ooA 

Association  ^v^vJ"^ 


shares  at  the  same  time  Warner  was 
buying.  John  Tinker  at  Morgan  Stan- 
ley thinks  Chris-Craft  would  be 
agreeable  to  such  a  tender. 

But  why  is  Siegel  trying  to  block  the 
Lorimar  deal?  Sheer  pettiness?  Not 
necessarily.  Eager  to  get  at  Lorimar's 
television  production  company  and 
syndication  rights,  Warner  agreed  in 
June  to  pay  $640  million  for  the  com- 
pany in  Warner  stock.  But  what 
Warner  either  overlooked  or  simply 
chose  to  flout  was  its  agreement  with 
Chris-Craft,  dating  back  to  the  1984 
rescue,  promising  never  to  buy  con- 
trol, directly  or  indirectly,  of  a  compa- 
ny that  owns  television  stations  be- 
cause that  would  conflict  with  Chris- 
Craft's  own  ownership  of  stations. 

Warner's  lawyers  called  Siegel's 
Lorimar  suit  "frivolous."  Judge  Wal- 
ter Schackman  didn't  agree.  He  ruled 
for  Chris-Craft  on  summary  judg- 
ment, meaning  he  felt  the  case  was  so 
obvious  it  did  not  have  to  go  to  trial. 
He  granted  an  injunction  preventing 
the  acquisition  of  Lorimar  unless 
Warner  divests  Lorimar's  stations  or 
its  holding  in  BHC. 

But  is  the  Lorimar  acquisition  such 
a  good  one?  Money  manager  Mario 
Gabelli,  who  holds  for  his  clients  3.3 


million  shares  of  Chris-Craft  and  3.7 
million  of  Warner  Communications, 
is  not  necessarily  sour  on  the  deal,  but 
concedes:  "Ross  was  overpaying  for 
Lorimar  by  $100  million  or  so,  be- 
cause he  was  paying  for  the  acquisi- 
tion in  Warner  stock,  which  should 
have  a  value  of  $65  a  share." 

Siegel  has  objected  to  Ross'  extraor- 
dinary employment  contract,  struck 
over  Siegel's  and  five  other  Warner 
directors'  objections  in  1987.  To  put  it 
mildly,  it's  a  sweetheart  of  a  deal — for 
Ross.  According  to  Warner  proxy 
statements,  even  if  the  company's 
earnings  collapsed  to  45  cents  a  share 
(Warner  earned  $2.05  last  year)  and  its 
stock  fell  to  $15  a  share,  Ross  would 
still  make  a  total  compensation  of 
approximately  $25.5  million  over  the 
ten-year  period — averaging  better 
than  $2.5  million  a  year.  If  earnings 
merely  stay  level  and  the  stock  stag- 
nates at  $30  until  the  end  of  1996, 
Ross  will  make  $57  million  during 
that  time.  And,  if  Warner's  net  and 
stock  price  rise  by  12%  annually,  then 
Steve  Ross  walks  away  with  more 
than  $180  million  over  the  ten  years. 

And  mark  this:  Ross'  contract  calls 
for  him  to  be  paid  the  full  amounts  in 
cash,  not  in  Warner  stock.  Thus,  if  the 


stock  market  turns  bad,  Ross'  com- 
pensation won't  be  as  affected.  Nice. 

At  the  time  that  the  contract  wasi 
put  to  the  Warner  board,  there  were! 
15  voting  members,  9  appointed  by 
Warner  and  6  by  Chris-Craft.  No  sur- 
prise: All  of  Warner's  appointees  vot-j 
ed  in  favor  of  the  contract,  and  all  ofj 
Chris-Craft's  directors  voted  against. 
Siegel  and  those  who  sided  with  himl 
objected  to  Ross'  deal  on  the  grounds| 
that  it  was  unfair  to  shareholders. 

Now  that  Ross  seems  in  firm  con-l 
trol  and  able  to  ignore  Siegel's  advice,! 
Warner's  overhead  is  on  the  rise  againT 
In  the  past  three  years,  sales  and  gen-| 
eral  and  administrative  expenses  have 
increased  at  least  20%  each  year. 

This  is  the  same  Steve  Ross  whe 
brought  Warner  to  the  brink  of  disasn 
ter  not  so  many  years  back  and  whe 
now  rewards  himself  for  correcting 
his  own  mistakes.  An  old  joke  fror 
the  time  when  Warner's  stock  was  a| 
dog  has  a  couple  of  men  discussing 
their  woes.  One  groans  after  his  doc-l 
tor  has  diagnosed  herpes,  "I've  gotj 
herpes  at  58."  "That's  nothing,"  his 
friend  retorts.  "I've  got  Warner  Com-) 
munications  at  60."  Herb  Siegel  and  a| 
lot  of  other  Warner  shareholders; 
won't  find  that  funny.  ■ 


When  Sumner  Redstone  shouldered  over 
$2  billion  in  debt  to  take  over  Viacom, 
many  figured  he  had  grandly  overpaid. 
But  thanks  to  some  common  sense  and 
spiral  ing  cable  prices . . . 

Sumner  Redstone 
scores  again 


By  Lisa  Gubernick 


Y'  l)U  COULD  M  MOM  HEAR  tllC 
coast-to-coast  sniggering  when 
Sumner  Redstone  ratio] 

of  Viacom  International  m  June  l^H"7. 
Redstone  paid  $3.4  billion  (including 
$480  million  in  equity]  foi 
Viacom  (the  rest  trades  on  the  Ameri- 
can Stock  Exchange).  It  seemed  .1  lot 
of  money,  and  Redstone  himself  ad- 
mitted that  the  only  thing  he  knew 
.lbout  Viacom's  MTV,  its  music-video 
channel,  was  "I  didn't  like  the  mu- 


sic." A  year  later,  be  retlects,  "1  still 
don't  like  the  music.  But  I've  become 
enamored  of  the  economics." 

With  good  reason.  Thanks  in  no 
small  part  to  the  42%  climb  in  MTV's 
operating  earnings  in  the  second  quar- 
ter, and  to  the  sniggerers'  consider- 
able surprise,  overall  revenues  for  the 
diversified  entertainment,  broadcast- 
ing and  cable  system  conglomerate 
climbed  to  $592  million  tor  the  first 
six  months  of  1988,  up  more  than 
20%  from  last  year.  Because  of  heavy 
depreciation  and  interest  on  its  acqui- 


sition debt,  Viacom  still  reports  bi| 
losses.  But  cash  flow  is  strong  andl 
rising.  At  current  market  values,  Redf 
stone's  investment  in  Viacom  has  al-[ 
ready  made  him  over  $700  million^ 
(net  of  debt). 

How  in  such  a  short  time  has  Red- 
stone accumulated  this,  his  second:* 
fortune  (his  first  being  Nationali; 
Amusements,  the  family's  Dedham.  i 
Mass. -based  theater  chain)?  Think  of 
Lefty  Gomez'  reply  when  the  great i 
New  York  Yankees  pitcher  was  askecj 
how  come  he  won  so  many  balij 
games.  "I  owe  it  all,"  Gomez  said,  "tc| 
clean  living  and  a  fast  outfield." 

Redstone  arrived  at  a  time  when  the  \ 
company  was  sorely  distracted,  first1 
in  fending  off  Carl  Icahn  with  approxi 
mately  $30  million  in  greenmail,  anc 
then  by  a  failed  management  buyout' 
attempt  led  by  former  chief  executive' 
Terrcnce  Elkes.  Elkes  was  a  stror 
entrepreneur,  an  expert  at  assembhr 
valuable  programming,  broadcast  anc  I 
cable  assets.  Administration,  howev. 
er,  was  not  his  strongest  suit. 

To  impose  order  on  the  sprawlir 
company,  Redstone  brought  in  Fra 
Biondi,    former    chief    executive 
Time  Inc.'s  Home  Box  Office,  to  re 
place  Elkes  after  his  buyout  failed  : 
"Nobody  had  ever  had  all  the  execu 
tives  sit  in  a  room  together,"  clair 
Biondi,  who  began  to  look  for  way 
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©1988  Peugeot  Motors  of  America,  Inc.    'Subject  to  the  rules  and  regulations  of  I 


MHJR  CM*  BRE\KS  DOWN  HERE, 

FINDING  A  MECHANIC  IS 
THE  LEAST  OF  YOIIR  PROBLEMS. 

>r  an  automobile,  no  place  on  earth  is  more  dangerous  than  the  African  continent.  Here,  roads  are  its  natural 
nies  and  mechanics  are  a  rare  breed. 

:t,  in  this  hostile  environment,  Peugeots  are  roaming  everywhere.  In  fact,  over  the  past  ten  years,  Peugeot 
sold  more  cars  in  Africa  than  any  other  carmaker.  Why?  Because  a  Peugeot  is  built  to  survive. 
very  Peugeots  chassis  and  body  frame  are  combined  into  a  single,  immensely  strong,  rattle-free  cage  by 
<ts  that  flawlessly  perform  spot  welding  and  eliminate  the  chance  of  human  error.  Its  body  parts  are  protected 
i,  one  of  the  most  advanced  anti-corrosion  treatments  in  the  industry. 

lid  more  brutal  than  anything  it  will  encounter  in  the  jungle  are  the  test  regimens  a  Peugeot  undergoes  at 
factory.  A  sample  clutch  is  operated  1  million  times;  a  sample  production-line  model  is  tested  during  tens 
lousands  of  miles  over  every  conceivable  road  surface;  and,  to  ensure  its  also  one  of  the  most  reliable  cars 
iie  civilized  world,  U.S.  bound  1989  Peugeots  are  sent  to  a  special  center  for  additional  testing.  The  restyled 
*  Peugeot  505  offers  you  a  5-year/50,000-mile  powertrain  limited  warranty  and,  because  you  can't  be  too 
protected,  the  most  comprehensive  roadside  assistance  plan  available:  ($$)* 

you  need  a  car  you  can  rely  on,  you  should  consider  driving  a  Peugeot.  Unless,  of  course,  you  like  to 
dangerously.  For  the  name  of  the  Peugeot  dealer  nearest  you,  15^1 

1-800-447-2882.  ES] 


CANON'S  REVOLUTIONARY  ULTI 

LOOK  CLOSELY  AND  SEE  Wl 


Introducing  Canon  UHQ  technology.  A  digital 
image  processing  system  so  advanced,  so  revolution- 
ary, it  represents  an  entire  new  way  to  look  at  facsimile 
communications. 

Because  Canon's  new  FAX- 705 
lets  you  transmil  text  graphics,  or  any 
original  with  a  level  of  depth  and 
clarity  four  times  i  -  >cise  than 

any  conventional  facsimile. 

Even  detailed  illustrations  or  photographs  with  text 
can  be  transmitted  in  u  i  incredible  64  shades  of  gray. 


UHQ 


IMAGE  PROCESSING  SYSTEM 


So  all  your  ideas  come  out  just  the  way  you  picl 
But  outstanding  image  quality  is  only  parti 
story.  There's  also  an  automatic  Error  Correction 
(ECM)  that  ensures  the  reliabiliti 
quality  of  the  documents  you  s< 
monitoring  and  correcting  tran: 
errors,  automatically.  Transmi: 
speeds  as  little  as  9  seconds* 
InstaScan,  that  can  read  and  store  a  documem 
FAX- 705 's  70-page  memory**  in  just  four  seco 
freeing  you  to  move  on  to  more  important  work 


Ultra  High  Quality  digital  image  processing  technology  combines  a  special 
edge  enhancement  feature  to  eliminate  the  "fuzzy"  took  of  facsimiles,  with 
document  transmission  "m  64  shades  of  gray  plus  a  special  Error  Diffusion 
Method  Which  a8  means  that  even  ffahcateon^nate—«ce  detailed 
photographs—can  be  transmitted  with  more  depth  and  clarity 
than  ever  before. 


QUALITY  FACSIMILE  TECHNOLOGY. 

ER  FAX  EVEN  COMES  CLOSE. 


Canon's  revolutionary  new  FAX-705.  A  level  of 
ty  and  performance  far  beyond  the  abilities  of  any 
'  G3  facsimile.  With  so  many  advanced  features,  it's 
fo  see  why  no  other  fax  can  do  so  much  to  im- 
9  your  business  image.  .KsgssHgssassr"" 

"anon  Fim-m 

COMMUNICATING  QUALITY 

re  information  about  the  FAX-705,  call  toll  free  1-800-OK  CANON. 
i  Canon  U.S.A.,  Inc.,  P.O.  Box  5210,  Clifton,  N.J.  07015. 


En|Oy  easy  edendeo  payments 
mm  me  Canon  Own  Card  Ash  (or 
at  partic>oar>ng  Canon  {Wale's  and  retailer 
A-ailaOteontymUS      (  ifMCanon 
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irts  of  Viacom  could 
scratch  one  another's  backs.  Says 
Tom  Freston,  head  of  MTV,  "After 
the  buyout  we  were  in  a  highly  lever- 
aged state,  and  Frank  wanted  to  make 
sure  we  were  operating  as  efficiently 
as  possible,  because,  God  knows,  the 
obstacles  would  be  high." 

The  benefits  were  immediate.  Ex- 
ample: instead  of  using  an  outside  op- 
erator to  syndicate  its  successful  chil- 
dren's cable  game  show,  Double  Dare, 
to  network  television  as  had  been 


Winston  Cox  to  run  Showtime.  "One 
of  the  problems  with  Showtime  was 
that  it  paid  too  much  for  product  and 
cut  way  back  on  marketing  to  pre- 
serve profits,"  recalls  Cox.  "Trying  to 
sell  a  product  without  advertising  is 
like  winking  at  a  girl  in  the  dark." 
Cox  turned  on  the  lights  by  doubling 
Showtime's  marketing  budget.  This 
enables  Showtime  to  contribute  to  co- 
operative advertising  between  itself 
and  cable  operators  and  provides  in- 
centive to  cable  operators  to  sell  the 


Michael  Bclcnk\ 


Viacom !s  Sumner  Redstone  I  seated  i  ainl  Prank  Biondi 

Succeeding  on  clean  living  and  a  fast  outfield. 


planned,  Viacom  used  its  own  mar- 
keters. "The  new  team  had  more  faith 
in  the  product,"  says  Gcraldinc  Lav 
bourne,  who  heads  Viacom's  chil- 
dren's cable  channel,  which  spawned 
the  show  So  far,  Double  Dare  syndica- 
tion fees  have  added  over  $6  million 
to  Viacom's  coffers 

Redstone's  biggest  problem,  howev- 
er, was  Showtime  Networks  Inc.,  Via- 
com':   troubled   pay-television   unit. 
The  bitter  takeover   battle   had   Left 
Showtime  leadeiless  tor  nearly  a  yeai 
and  its  subscriptions  stalled  at  just 
8    million,   a    poor   second    to 
nillion. 
I  UK),    Biondi    brought   over 


Viacom  product  alongside  HBO.  So 
far,  so  good.  Showtime's  subscriber 
base  lias  climbed  to  8.9  million,  up 
nearly  10%  over  last  year. 

The  cost  of  buying  those  subscrib- 
ers has  squeezed  Showtime's  profit 
margins.  Marketing  costs,  together 
with  higher  programming  expenses, 
resulted  m  a  S5  million  loss  during 
the  second  quarter.  Still,  Biondi  in- 
sists the  push  will  pay  off.  He  points 
out  that  unlike  HBO,  which  faces  the 
daunting  task  of  creating  brand-new 
buyers  (Forbes,  Oct  17),  "all  we  have 
to  do  is  pair  up  with  existing  HBO 
subscribers." 

Necessity  underlies  all  this  com- 


mercial virtue.  When  Redstone  took 
over  Viacom,  he  saddled  the  company 
with  $2.2  billion  in  bank  debt.  Via- 
com's interest  payments  for  the  first 
six  months  of  1988  alone  came  to 
$133  million. 

To  wring  more  cash  from  the  old 
assets,  Redstone  also  decided  to  part 
with  some  of  Viacom's  old  assets. 
Last  August,  Redstone  sold  Viacom's 
Long  Island  and  suburban  Cleveland 
cable  systems  for  $550  million  (in- 
cluding cash  and  assumed  bank 
debt)— getting  a  hefty  $2,700  per  sub- 
scriber from  Woodbury,  N.Y.-based 
Cablevision  Systems  Corp.  He  also 
sold,  to  Cablevision,  a  5%  stake  in 
Showtime/the  Movie  Channel  for  $25 
million.  "That  means  at  least  one  ma- 
jor cable  operator  has  a  vested  interest 
in  Showtime  doing  well,"  says  Op- 
penheimer  &  Co.'s  Dennis  McAlpine. 
"Even  better,  it  puts  a  $500  million 
value  on  the  operation,  at  the  high 
end  of  anyone's  valuation." 

In  the  fight  over  Viacom  last  year, 
Redstone  said  he  was  more  interested 
in  acquiring  and  improving  assets,  not 
selling  them.  But  the  spike  in  interest 
rates  increased  the  weight  of  the  float- 
ing-rate bank  debt  used  to  finance  the 
takeover,  and  Redstone  had  to  move 
quickly.  He  also  raised  some  $500 
million  in  11%-plus  subordinated  de- 
bentures from  the  public  and  used  it, 
along  with  the  proceeds  of  his  asset 
sales,  to  pay  down  bank  debt,  which, 
after  the  cable  sale  is  complete,  will 
stand  at  a  more  manageable  $1.2  bil- 
lion. With  the  cable  sale,  Viacom  will 
save  $55  million  in  interest  while  for- 
feiting only  $20  million  in  net  cash 
flow.  Also  helping  was  the  $16  mil- 
lion profit  Redstone  made  after  tan- 
gling with  John  Kluge  over  Orion  Pic- 
tures last  spring  (Forbes.  Mar.  21). 

As  things  currently  stand,  16 
months  after  Redstone's  takeover, 
Viacom  is  a  good-size,  nicely  balanced 
media  conglomerate.  Apart  from 
MTV  and  Showtime  Networks,  the 
company  owns  five  network-affiliated 
television  stations  and  nine  radio  sta- 
tions. For  the  first  six  months  of  1988, 
its  network  division  reported  $307 
million  in  revenues,  and  it  will  have 
five  shows  on  network  television  this 
season.  After  the  sale  to  Cablevision, 
Viacom  still  operates  cable  systems 
that  pass  over  1.5  million  homes  in 
three  regions  of  the  U.S.  and  have 
940,000  subscribers.  First  Boston's  , 
Richard  Macdonald  puts  a  private 
market  net  value  on  the  company  of 
$3.5  billion,  over  twice  the  company's 
current  market  value,  which  is  nearly 
triple  what  Redstone  paid.  Is  it  any 
wonder  the  money  keeps  flowing  for 
Hollywood  deals?  ■ 


FORBES,  OCTOBER  31,  1988 


Bodine  Assembly  Systems  - 

Experience  in 
Applying  New  Technology 


)ur  factory  floor  should  be  designed  to  make 
"ofits,  not  to  experiment  with  new,  unproved 
Dproaches  to  factory  automation. 

That  is  why  manufacturers  industrywide  turn 
»  Bodine  -  the  world's  most  experienced  builder 
small  parts  assembly  systems.  For  over  50  years, 
ie  Bodine  name  has  meant  quality,  pre- 
sion  and  high  productivity  in  automatic 
ssembly. 

At  Bodine,  we  feel  that  staying  a 
ep  ahead  of  the  industry  is  the  way  to 
iep  up  with  your  needs.  The  modular     ASSEMBLY 


construction  of  The  Bodine  Assembly  System 
guarantees  future  flexibility  -  it  can  accommodate 
minor  product  changes  or  new  products  altogether. 
The  systems  that  we  build  today  combine 
emerging  technology  with  our  extensive  experience 
in  providing  successful  assembly  solutions. 

Let  Frank  J.  Riley  or  William  Bodine 
tell  how  we  might  help  you. 

Call   the   Bodine   Corporation    — 
The    Name    in    Successful   Assembly. 
P.O.  Box  3245,  Bridgeport,  Conn.  06605 
SYSTEMS      Tel:  203/334-3 1 07;  FAX  203/334-4007. 


Music  as  it  was  meant  to  be  experienced. 

Sound  that's  alive.  Pure.  Clear.  True.  That's  what 
the  Hitachi  MX-W50  Sound  System  delivers. 

Exquisite  design.  Elegant.  Easy  to  use.  A  complete 
system,  including  a  CD  player.  A  digital  synthesizer  tuner. 
A  five  band  graphic  equalizer.  A  dual  tape  deck.  And 
speakers  that  deliver  concert  hall  performance. 

A  sophisticated  system  that  defines  the  art,  all 
integrated  into  one  slim,  stylish  design  that  sounds  as 
beautiful  as  it  looks. 

Hitachi.  The  experience  you've  been  looking  for. 


0  HITACHI 


Hitachi  Sales  Corp  of  America  - 


Gone  to  a  movie  lately?  Then  you  plunked 
down  more  cash  than  Denver  billionaire 
Philip  Anschutz  parted  with  to  buy  the  gi- 
ant Southern  Pacific. 

Working  over 
the  railroad 


By  William  P.  Barrett 


Even  in  the  colorful  history  of 
railroading  it's  quite  a  deal. 
Denver  billionaire  Philip  F. 
Anschutz  is  getting  the  giant  South- 
ern Pacific  Transportation  Co.  (1987 
revenues,  $2.4  billion)  without  put- 
ting down  a  penny  of  his  own  funds. 
As  in  all  leveraged  deals, 
he  is  saddling  debt  holders 
with  much  of  the  consid- 
erable risk  while  keeping 
for  himself  the  great  bulk 
of  the  considerable  upside 
potential. 

This,  of  course,  is  a  ma- 
jor way  the  rich  get  richer, 
and  the  secretive  48-year- 
old  Anschutz,  whose  vast 
interests  include  oil,  real 
estate  and  art,  is  one  of  the 
richest  (Forbes,  Oct.  24). 
Another  reason  he  got 
that  way  is  that  he  has  a 
sharp  eye  for  ways  to  sal- 
vage a  bad  deal.  In  this 
case  Anschutz'  turkey  is 
his  1984  purchase  of  the 
far  smaller  Denver  &.  Rio 
Grande  Western  Railroad 
(known  as  the  Rio 
Grande)  for  $500  million. 
That  much  discussed  ven- 
ture marked  his  entry  into 
railroading  (Forbes,  May 
20,  1985). 

Before  Anschutz  came 
along,  the  118-year-old 
Rio  Grande,  which  oper- 
ates over  3,400  miles  of 
track  between  Missouri 
and  Utah,  was  debt-free 
and  profitable.  Since  An- 
schutz bought  the  parent, 
Rio  Grande  Industries  " 
Inc.,  through  his  wholly 
owned  holding  company, 


Anschutz  Corp.,  the  landlocked  Rio 
Grande,  long  dependent  on  traffic 
connecting  with  other  carriers,  has 
developed  big  problems.  Among  the 
reasons:  the  heavy  cost  of  debt  in- 
curred to  swing  the  deal,  stiff  compe- 
tition from  the  much  larger  Union 
Pacific,  which  operates  across  easier 
terrain,  and  the  loss  of  key  coal-haul- 


ing business. 

Annual  revenues  of  Rio  Grande  In- 
dustries Inc.  have  fallen  something 
like  20%  over  four  years — one  of  the 
biggest  drops  among  the  nation's  16 
Class  1  railroads.  For  the  11  months 
ended  June  30,  the  latest  figures  avail- 
able, revenues  came  to  just  $254  mil- 
lion, on  which  Rio  Grande  Industries 
posted  a  $1.8  million  net  loss. 

One  way — maybe  the  only  way — 
for  Anschutz  to  prop  up  the  Rio 
Grande  would  be  to  acquire  the  nine- 
fold-bigger Southern  Pacific,  which 
operates  20,000  miles  of  track  up  and 
down  the  West  Coast  and  east  across 
the  southern  corridor  to  the  Missis- 
sippi River.  Most  significantly,  the 
Southern  Pacific  connects  with  the 
Rio  Grande  in  both  Kansas  City  and 
Ogden,  Utah,  making  for  a  potentially 
formidable  network  in  the  West. 

Initially,  there  was  one  small  prob- 
lem: Chicago-based  Santa  Fe  Indus- 
tries Inc.,  owner  of  the  Atchison,  To- 
peka  &.  Santa  Fe  Railway  (known  as 
the  Santa  Fe),  which  had  bought  the 
Southern  Pacific  in  1983,  wasn't 
about  to  sell.  But  the  government  and 
some  of  Santa  Fe's  competitors  never 
liked  the  merger.  They 
and  Anschutz'  crack  legal 
team  went  to  work  on  the 
interstate  Commerce 

Commission,  and  the 
agency  ruled  last  year  that 
the  Santa  Fe-Southern  Pa- 
cific merger  was  anticom- 
petitive. So  Southern  Pa- 
cific went  on  the  block 
and  Anschutz  last  winter 
cut  his  deal,  scheduled  to 
close  in  mid-October. 

Rio  Grande  Industries  is 
paying  Santa  Fe  Industries 
$1.02  billion  in  cash,  in- 
curring another  $66  mil- 
lion in  fees  and  assuming 
about  $700  million  of 
Southern  Pacific  debt. 
The  source  of  the  new 
cash?  Some  $700  million 
is  secured  bank  loans  at 
about  11%  from  a  group 
headed  by  Los  Angeles- 
based  Security  Pacific  Na- 
tional Bank.  Another  $200 
million  comes  from  a  pub- 
lic offering  of  12»/8%  sub- 
ordinated debentures. 

That's  $900  million  in 
new  debt.  In  equity  fi- 
nancing— only  about  one- 
eighth  of  the  postdeal  cap- 
ital structure,  one  of  the 
lowest  ever  for  railroads — 
the  sale  of  new  preferred 
stock  carrying  a  12%  yield 
is   bringing   another   $75 
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The  1989  Mazda  92 
high  performance  is 


For  years,  those  who  sought  the  highest 
level  of  luxury  have  turned  to  traditional 
luxury  sedans.  And  accepted  the  modest 
performance  they  offered.  While  those  look- 
ing for  both  luxury  and  high  performance 
have  turned  to  the  sedans  of  Europe.  And 


accepted  the  high  prices  these  automobik 
commanded.  It  is  into  this  rather  wide  gap 
the  Mazda  929  moves  with  effortless  grac 
The  929 's  V6  power  and  highly  soph 
cated  suspension  give  it  the  all-around  pe 
mance  normally  associated  with  far  mor( 
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those  who  believe 
greatest  luxury  of  all. 


nsive  high-performance  luxury  sedans, 
ja  929's  spacious,  elegantly  appointed 
Dr  pampers  driver  and  passengers  alike. 
\nd  the  929's  36-month  or  50,000-mile 
iper-to-bumper"  warranty*  is  clear  proof 
!  confidence  Mazda  has  in  its  quality. 


For  more  information  about  the  929,  call 
this  toll-free  number:  800-424-0202  ext. 732. 

And  discover  the  luxury  of  high  performance. 

The  Mazda  929 

A  high-performance  luxury  sedan.  The  Mazda  Way. 
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finally,  the  Morgan  Stanley 
;ed  Equity  Fund  II  Limited 
jrship  is  paying  $111  million  for 
25%  of  Rio  Grande  Industries'  com- 
mon stock. 

Anschutz  himself  is  putting  up  no 
cash.  His  contribution,  besides  the 
smarts  to  engineer  the  deal  and  his 
determination  to  succeed,  is  a  mere 
25%  interest  in  his  struggling,  mon- 
eylosing  Rio  Grande.  In  return,  he 
gets  75%  ownership  of  one  of  Ameri- 
ca's largest  railroads. 

True,  as  a  going  concern,  the  South- 
ern Pacific  is  not  exactly  the  mint. 
Partly  because  of  a  costly  restructur- 
ing, it  lost  $6  million  in  the  2Vi  years 
ended  June  30,  on  revenues  over  that 
time  of  about  $6  billion,  although  the 
recent  trend  in  this  very  cyclical  in- 
dustry has  been  more  favorable.  In- 
come from  real  estate  rentals  and 
sales  top  those  from  the  railroad  oper- 


ations and  carry  the  company. 

In  governmental  filings  Anschutz 
says  the  combined  system,  operating 
under  the  Southern  Pacific  name, 
would  have  a  synergistic  effect  and 
make  a  profit  the  first  year.  Given  the 
competition,  these  projections  are 
clearly  quite  optimistic.  They  as- 
sume, for  instance,  that  there  will  be 
no  nationwide  economic  downturn. 
Besides  predicting  sharp  cuts  in  costs, 
they  also  call  for  capturing  $100  mil- 
lion in  traffic  from  other  lines  and 
another  $75  million  through  "innova- 
tive marketing  strategies." 

In  fact,  the  new  system  will  be  able 
to  make  ends  meet  only  through  the 
sale  of  excess  Southern  Pacific  real 
estate — primarily  rail  yards,  miscella- 
neous urban  acreage  and  unneeded 
rail  lines,  largely  in  California. 
Backed  by  three  appraisers,  Anschutz 
says  he  can  net  about  $825  million 


over  four  years — with  nearly  $300 
million  alone  from  a  47-mile  line  be- 
tween San  Francisco  and  San  Jose. 

So  Anschutz  is  counting  on  con- 
tinuing inflated  real  estate  prices  in 
California,  continuing  economic 
prosperity  nationally  and  greatly  im- 
proved railroad  management.  That's  a 
fair  amount  of  risk.  But  even  if  his 
new  railroad  craters,  Anschutz  will  be 
out  at  most  his  current  $90  million 
investment  in  the  Rio  Grande. 

If,  however,  things  go  right  and  the 
new  system  thrives  or  is  even  sold  at  a 
premium,  bondholders  will,  of  course, 
get  back  their  investments  with  inter- 
est. Highly  leveraged  Anschutz, 
meanwhile,  will  reap  many,  many 
times  his  $90  million. 

Nothing  so  shocking  about  that, 
the  way  leverage  works  on  Wall  Street 
these  days.  lust  a  nice  deal  for  a  smart 
billionaire.  ■ 


Alexander  &  Baldwin  is  the  only  one  of 
Hawaii's  original  big  five  companies  that's 
still  independent  and  intact.  Bobby  Pfeiffer 
intends  to  keep  it  that  way. 

"Hunkering  down 
is  no  strategy" 


By  Marc  Beauchamp 


Even  at  68,  Robert  Pfeiffer  still 
gets  behind  the  controls  ot  the 
iiporate  jet,  a  Cessna  Cit.i 
tion  II,  to  zip  over  to  Maui  or  Kauai 
from  headquarters  in  Honolulu.  And 
it  wasn't  until  1979  that  Pfeiffer  gave 
up  doing  stunts  .it  air  shows  m  a  sin- 
gle-engine Citabria.  Pfeiffer's  most 
impressive  stunt  however,  has  been 
keeping  his  com,  my,  $655  million 
(1987  revenues)  Alexander  &  Bald- 
win, Inc.,  in  one  piece  and  out  ot  the 
bombsights  ot  Wall  Street  ra 

AikB  looks  like  your  typical  tempt- 
ing target.  It  is  Hawaii's  largest 
producer.  It  is  one  ot  Hawaii  s  la 
private  landowners,  with  SOD 
acres,  mostly  on  the  resort  isla 
Maui  and  Kauai.  And  its  San  Fra 
co-based  Matson  Navigation  Co.  ship- 
ping line  carries  about   75%   of  the 


container  cargo  between  the  West 
Coast  and  the  islands.  It  also  owns 
35%  ot  Pacific  Resources,  the  $955 
million  [revenues]  Honolulu-based  oil 
refiner  [Forbes,  Aug  8).  Because  of  its 
odd  mix  ot  businesses,  however,  Wall 
Street  has  a  hard  time  valuing  A&.B. 
So  it  has  historically  traded  at  a  dis- 
count to  the  market's  multiple.  Re- 
cently A&B  shares  fetched  around 
$33,  1  1  times  trailing  earnings. 

Bobby  Pfeiffer  was  staring  at  the 
clear  possibility  of  losing  it  all  only 
three  years  ago,  when  "Honolulu  Har- 
ry" Weinberg  bought  25%  ot  A&B's 
stock  and  mounted  a  proxy  fight  for 
control.  Weinberg,  an  80-year-old 
Austrian  immigrant  who  has  built  an 
$850  million  fortune  through  real  es- 
tate  and  investments,  saw  plenty  of 
unrealized  potential  in  A&B's  Hawai- 
ian real  estate.  The  land,  carried  on 
the  books  at  $24  million,  is  probably 


worth  more  than  $1.2  billion,  or  $24  a 
share,  says  Chief  Financial  Officer 
Stephen  Holaday.  Weinberg  couldn't 
have  cared  less  about  sugar  planta- 
tions and  shipping. 

But  for  Pfeiffer,  who  has  lived  in  the 
islands  since  1921,  more  was  at  stake 
than  money.  Alexander  &  Baldwin  is 
a  part  of  Hawaiian  history.  The  com- 
pany's origins  date  to  1 870  when  Sam- 
uel Alexander  and  Henry  Baldwin, 
sons  of  missionaries,  teamed  up  to 
plant  sugarcane  on  Maui.  In  time, 
their  efforts  transformed  the  island. 
Maui's  central  plain,  today  emerald 
green  with  cane  fields,  was  once  a 
dusty  expanse.  Over  50  years,  and  us- 
ing Japanese  stonemasons,  Baldwin 
created  a  network  of  tunnels  and 
ditches  75  miles  long  to  bring  water  | 
from  the  island's  rainy  eastern  slopes. 
Today  that  network  transports  up  to  I 
450  million  gallons  of  water  a  day  to 
irrigate  36,000  acres  of  sugarcane.  To 
get  its  sugar  to  mainland  markets, 
Alexander  &  Baldwin  invested  in 
Matson  Navigation  Co.,  a  shipping  | 
line  founded  in  1882. 

Property    development,    too,    grew  I 
out  of  sugarcane.  After  World  War  II, ' 
A&B's  cane  workers,  many  of  thcm| 
immigrants  from  Japan  and  the  Phil- 
ippines, demanded  better  living  con- 
ditions. Thus  did  A&.B  develop  the| 
now  bustling  town  of  Kahului  (pop. 
16,000),  Maui's  main  city.  Withoutl 
much  exaggeration,  Raymond  Dono-[ 
hue,  Matson's  chief  financial  officer, 
can  say:  "A&B  is  Hawaii." 

What's  more,  A&B  is  the  last  of  the] 
"big  five"  Hawaiian  companies  still 
intact  and  still  based  in  Hawaii.  Am- 
fac  diversified,  moved  to  San  Francis- 
co and  was  acquired.  Castle  &  Cooke,] 
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"Our  money-back  guarantee  says  you'll 
ove  flying  first  class  with  a  coach  ticket. 
We're  not  crazy,  we're  confident." 


Paul  Catewood 
Customer  Service  Agent 


Only  Continental  gives 
you  all  the  comfort  of  flying 
first  class  with  a  full  coach 
ticket.  And  we're  so 
confident  of  our  service, 
we're  guaranteeing  it. 
Unconditionally. 

If  you're  not  satisfied 
with  our  service  for  any 
reason  whatsoever,  we'll  give 
you  your  money  back. 
$100  for  round  trip  tickets 
over  $500  $150  for  round 
trip  tickets  over  $700. 
And  $200  for  round  trip 
tickets  over  $900 
No  questions  asked.To  any 
of  over  80  cities  across 
the  U.S.  Just  call  your  travel 
agent  or  Continental  at 
1-800-525-0280  for 
reservations. 

We're  not  doing  it 
because  we're  crazy.  But  to 
make  you  as  confident  of  our 
service  as  we  are. 

Service  Guarantee:  Fly  first  class 
round  trip  on  any  Mainland  U.S.  route 
9/19-10/31/88.  If  you're  not  satisfied 
after  your  flight,  make  claim  within 
60  days  of  trip  completion  using  form 
from  any  Continental  airport  ticket 
counter  No  more  than  3  requests 
per  family  Applies  to  round  trip 
YOnePass"  or  first  class  fare  purchase 
of  $500  or  more.  First  class  for  full 
coach:  Valid  for  OnePass8"  members 
everywhere  we  fly  in  the  Mainland 
U.S.  except  between  Houston  and 
these  cities:  Boston,  Los  Angeles. 
NYC/LaCuardia.  Newark. 
San  Francisco  or  Washington,  DC. 
Instant  enrollment  for  our  OnePass 
program  available  at  time 
of  reservation. 


©1988  Continental  Airlines,  Inc. 
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We  speak. 


^fecopy 


We  write 


We  think. 


We  support. 


We're  Toshiba.  Toshiba  products. 
Toshiba  people.  Helping  you  get  ahead,  and 
supporting  you  in  many  ways.  With  prod- 
ucts and  people  that  solve  your  business 
problems  today.  And  people  already  working 
on  solutions  for  the  challenges  you'll  face 
tomorrow. 

Designing,  manufacturing,  supporting 
and  servicing  a  full  range  of  office  products. 
Portable  computers,  disk  drives,  printers, 
copiers,  facsimile  and  telephone  systems. 
Products  that  are  flexible  enough  to  grow  as 
your  business  grows,  and  will  make  doing 


business  faster  and  easier  for  years  to  come. 

Behind  those  products  is  something 
just  as  important,  Toshiba  people.  Experts 
who  support  you  in  research,  manufacturing 
and  national  distribution  and  service.  People 
as  committed  to  the  success  of  your  busi- 
ness as  they  are  to  their  own.  People  who 
make  the  Toshiba  difference. 

To  get  an  even  closer  look  at  our  prod- 
ucts, and  find  out  more  about  how  great  a 
difference  Toshiba  products  and  people  can 
make,  please  call  1-800-527-1557,  and  start 
putting  Toshiba  America  to  work  for  you. 


In  Touch  with  Tomorrow 

TOSHIBA 


Alexander  &  Baldwin  chairman  Robot  (Hobby)  Pfeiffer 

"We  stayed  in  our  backyard  and  focused  on  our  core  businesses." 


i  >j\  ij  Fnnzcn 


now  headed  by  David  Murdoek,  is 
focusing  on  its  mainland  food  busi- 
ness. C.  Brewer  was  acquired  and  then 
bought  by  management,  and  Then  H. 
Davies  was  bought  by  Hong  Kong's 
Jardinc  Mathcson. 

"We  haven't  gone  out  to  conquer 
the  world,"  says  Pfeiffer.  "We  stayed 
in  our  backyard  and  focused  on  our 
core  businesses  Several  descendants 
of  the  founding  families  remain  big 
stockholders;  two  sit  on  the  board. 

In  his  dogfight  with  Weinberg, 
Pfeiffer  argued  that  sugar  and  ship- 
ping were  profitable  long-term  busi- 
nesses it  given  capital  nourishment 
and  good  management.  Pfeiffer  pre- 
vailed. The  board  rebutted  Weinberg. 
Ever  the  shrewd  investor,  however, 
Weinberg  bought  even  more  shares. 

When  Pfeiffer  became  A.&B's  chid 
executive  in   1980  alter  20  years  at 
Matson,     he    cheerfully    admits     he 
"didn't  know  a  damn  thing  about  sug- 
ar. But  1  knew  about  costs  and  our 
costs  were  running  away  from   us" 
His  answei    Spend  more  money.  He 
has    spent    over    SI 00    million    since 
1980  to  modernize  his  two  refineries 
utei  controlled  steam  turbines 
I     L  9 10- vintage    Corliss    en 
irip   irrigation   lias   replaced 
i  in  rows      |  ligher-yielding 
have  been  developed 
up  14%  since  1983, 
down  7%,  and  AOsH 
ist  producer.  (U.S. 
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sugar  prices — 21  cents  a  pound — are 
protected  by  import  quotas.) 

Still,  U.S.  per  capita  consumption 
of  sugar  and  corn  sweetener  has  de- 
clined from  more  than  100  pounds  a 
year  in  1970  to  around  60  pounds  last 
year.  So  John  Couch,  A&B's  presi- 
dent, is  burmngbagasse  [cane  residue) 
to  power  the  refineries  and  to  sell 
electricity  to  the  Maui  and  Kauai 
pi  iwer  grids  and  processing  bagasse  for 
use  as  bedding  for  mink  and  horses 
He  is  also  looking  at  high-margin 
macadam  la  nuts,  coffee  and  tea. 

Pfeiffer  has  also  poured  capital — 
more  than  half  a  billion  dollars — into 
the  Matson  shipping  line.  He's  added 
new  ships  and  rebuilt  others,  bought 
new  and  more  efficient  terminal 
equipment,  and  modernized  his  in- 
ventory ot  containers — moving  from 
24  foot  "boxes  to  40-foot  contain- 
ers— to  move  even  more  California 
lettuce,  beer,  ice  cream,  construction 
materials  and  new  rental  cars  from 
the  mainland.  Buoyed  by  the  robust 
Hawaiian  economy  and  record  con- 
struction in  the  islands,  Matson's  op- 
erating profit  has  nearly  quadrupled 
since  1980,  to  SI  18  million  last  year. 

Even  so,  Matson  President  Michael 
Wasacz  is  planning  tor  the  cooling  of 
the  Hawaiian  economy.  He's  looking 
at  new  markets  like  the  growing  mid- 
Pacific  region,  which  includes  the 
Large  military  population  in  the  Mar- 
shall    Islands.     "Matson     needs     to 


grow,"  he  says,  referring  to  new  com- 
petition from  Sea-Land  and  American 
President  Lines'  application  to  enter 
Hawaiian  trade.  "Just  hunkering 
down  to  protect  what  we  have  in  this 
niche  is  not  a  good  strategy." 

Despite  the  progress  in  sugar  and 
shipping,  it  is  A&B's  real  estate  that's 
caught  the  eye  of  some  on  Wall  Street. 
At  the  1,500-acrc  Wailea  residential- 
resort  community  on  Maui,  A&B  sold 
land  for  three  new  hotels,  all  financed 
largely  with  Japanese  money.  House 
lots  overlooking  the  resort's  two  golf 
courses  are  fetching  up  to  $300,000 
each.  (Japanese  aren't  the  only  buyers. 
A&B  sold  a  150-acre  parcel  overlook- 
ing the  Pacific  near  Hana  to  former 
Beatle  George  Harrison.) 

In  Kahului,  A&B  is  expanding  its 
250-acrc  industrial  park  and  leasing 
build-to-suit  space  to  national  tenants 
like  Safeway  and  the  Sizzler  restau- 
rant chain.  More,  A&B  is  nearing  gov- 
ernment approval  to  develop  an  addi- 
tional 1,200  acres  surrounding  the 
town,  effectively  doubling  its  popula- 
tion over  the  next  10  to  15  years. 
Meanwhile,  A&B  is  patiently  work- 
ing to  get  plans  for  several  other  large 
resort  developments  on  Maui  and 
Kauai  through  the  government  bu- 
reaucracy, a  process  that  can  take  as 
long  as  14  years.  "We've  got  projects 
to  carry  us  for  the  next  30  years,"  says 
Robert  Sasaki,  senior  vice  president  of 
properties.  "The  big  advantage  for  us 
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How  the  West 


And  me  again. 


Just  as  on  that  memorable  day  119  years  ago,  the  West  is  celebrating  the  symbolic 

driving  of  a  second  Golden  Spike.  The  long-anticipated  consolidation  of  the 

Southern  Pacific  and  Denver  &  Rio  Grande  Western  railroads  has  been 

completed.  The  dream  of  a  new  single-carrier  system  through  this  historic 

Central  Corridor  is  a  reality.  The  West,  as  never  before,  is  one. 

The  West  would  never  have  obtained  its  new  railroad  without  the  help  of 
hundreds  of  shippers,  government  agencies  (federal,  state  and  local),  regional 
development  groups,  and  private  citizens.  All  made  their  wholehearted 
endorsement  of  the  consolidation  known  to  the  ICC  and  worked  hard  to  gain 
approval.  Because  of  this  support,  a  restructured  Southern  Pacific  Lines 
is  now  in  place.  We're  more  capable  than  ever.  And  more 
determined  to  serve  your  shipping  needs  in  the  Western 
7ze  spirit  of  the  West  is  back.  tradition  of  reliability,  pride,  and  service. 


°-€rande 

iV  railroad , 


Portfolio  Management  and  the 
Deutsche  Bank  Group. 
Thoroughness  that  gets  the  job  done. 


It  requires  a  presence  in  mon- 
ey centers  worldwide.  It  means 
an  active  involvement  in  under- 
writing debt  and  equity  in  global 
capital  markets.  It  calls  for  eco- 
nomic forecasting,  primary  re- 
search and  up-to-the-minute 
market  data.  Finally,  it  demands 
the  thoroughness  to  pinpoint 
opportunity  within  the  frame- 
work of  a  long  term  plan. 

The  Deutsche  Bank  Group  is  a 
world  leader  in  portfolio  man- 
agement, because  day  in  and 
day  out  we  employ  whatever 


resources  we  need  to  get  the  job 
done.  The  fact  is,  clients  world- 
wide have  come  to  trust  us  to 
handle  their  investment  needs, 
including  the  planning  and 
management  of  estates,  trusts 
and  pension  plans. 

For  portfolio  management,  as 
well  as  other  commercial  and 
investment  banking  services, 
consider  the  thoroughness  of 
one  of  the  world's  leading  banks. 


Contact  the   Deutsche 
Group  office  nearest  you. 


Bank 


Deutsche  Bank 


Deutsche  Bank  AG 

(Commercial  Banking).  New  York  Branch 

9  West  57th  Street 

New,York.  NY10019-2799 

Tel.:  (212)940-8000 


Deutsche  Bank  Capital 
Corporation  (Investment  Banking) 
40  Wall  Street 
New  York.  NY  10005 
Tel.:  (212)  612-06  00 


Capital  Management  International  GmbH 

of  Deutsche  Bank  (Pension  Fund  Management) 

Representative  Office 

9  West  57th  Street,  New  York.  NY.  10019-2799 

Tel.:  (212)  832-1630 


i  oig  projects  approved  rather 
lividual  properties."  He  adds: 
re  not  like  someone  with  one 
piece  of  property,  where  you  can  real- 
ly get  stuck." 

Pfeiffer's  efforts  have  paid  off  for 
shareholders.  Since  1983,  revenues 
have  grown  45%,  profits  126%  (to 
$120  million  last  year).  Margins  have 


expanded  from  11.7%  to  18.4%,  and 
return  on  equity  has  averaged  18%. 
Meanwhile,  dividends  have  been  in- 
creased five  times  for  a  total  of  140% . 
Last  year  Weinberg  sold  3  million  of 
his  shares  back  to  A&J5  for  $154  mil- 
lion (he  continues  to  own  about  15% 
of  A&B's  50  million  shares).  "I  would 
think    he    would    be    happy,"    says 


Pfeiffer.  (The  secretive  Weinberg  de-jj 
clined  to  speak  to  Forbes.) 

Pfeiffer,  whose  contract  was  recent-l 
ly  extended  until  at  least  1991,  namecjj 
the  corporate  jet  "Imua,"  one  of  his 
favorite  Hawaiian  words,  meaning 
"forward."  That  is  Pfeiffer's  mis-; 
sion — and  his  message  to  Wall  Streetjj 
raiders.  ■ 


Longs  Drug  Stores  may  be  the  best-man- 
aged chain  of  its  kind  in  the  nation.  Its 
secret?  It  may  be  the  least-managed  chain. 

Managers  as 
entrepreneurs 


By  Ellen  Paris 


T|  he  links  in  a  chain  of  stores  are, 
by  definition,  supposed  to  be 
pretty  much  alike.  They  stock 
and  sell  the  same  items  at  more  or 
less  the  same  prices.  Store  managers, 
rarely  well  paid,  take  orders  from 
headquarters  and  run  their  stores  by 
the  company  handbook. 

But  centralized  control  and  cookie- 
cutter  merchandising  aren't  tor  every- 
one. Take  $1.8  billion  (fiscal  1988  rev- 
enues] Longs  Drug  Stores,  Inc.  With 
234  stores  in  six  western  states,  Wal- 
nut Creek,  Calif. -based  Longs  consis- 
tently outperforms  the  retail  drug- 
store industry  by  discarding  the  usual 
chain-store  formula. 

Visit  Longs'  two  stores  in  Walnut 
Creek,  a  "bedroom  community 
miles    northeast    of    San    Francisco. 
You'd  hardly  know  they  were  part  oi 
the  same  chain.  One  store,  hard  by  a 
large  retirement  community,  stocks 
plenty  of  aspirin,  laxatives  and  other 
products  used  primarily  by  senior  citi- 
zens. Precious  little  shell  space,  un- 
derstandably, is  taken  up  by  feminine 
hygiene  products,    Tampers  or  baby 
lys  store  manager  Larry  Gher- 
tock  smaller  sizes  instead  oi 
S  "  The  Longs  store  at 
srever,   serves  a   neighbor- 
I    by    upper-income 
with    young    tarn i lies 
\inny  Van  Allen  does 
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Chief  Executive  Officer  Robert  Long 
No  cookie-cutter  stores. 

especially  well  selling  videocassette 
recorders,  stereos  and  cameras. 

Or  visit  the  Longs  in  Tarzana,  in 
southern  California's  San  Fernando 
Valley  (which  has  a  sizable  [ewish 
population).  Over  the  recent  Jewish 
holidays  it  ran  specials  on  boxes  of 
matzos  and  iars  of  gefilte  hsh,  items 
you  certainly  won't  find  at  Longs  in 
Redding  [pop.  57,000),  in  rural  north- 
ern California. 

"Our  store  managers  can  think  and 
reason  for  themselves,"  says  Chief 
Executive  Officer  Robert  Long,  50. 
His  lather,  loseph  (now  76  and  chair- 


man), cofounded  the  company  witfcl 
his   brother  Thomas   50  years   agoi 
"They  literally  customize  their  stores 
to  the  customers  they  serve.  We  don't| 
believe  in  cookie-cutter  stores." 

That  strategy  yields  enviable  re-| 
suits.  Longs  leads  all  large  drugstore 
chains  in  sales  per  employee 
($147,000)  and  sales  per  store  ($7. 
million).  And  compare  Longs'  sales 
per  square  foot  ($455)  with  that  all 
Walgreen  ($326)  or  American  Stores  I 
Osco  chain  ($275).  Longs  turns  its  in-l 
ventory  about  nine  times  a  year,  com- 
pared with  the  industry  average  oi] 
around  six  times. 

Such  decentralized  decision  mak-l 
ing,  of  course,  depends  on  good  man-| 
agers.  To  get  them,  Robert  Long  does 
more  promoting  from  within  tha 
raiding  competitors.  Says  Williar 
Combs,  vice  president-administra-l 
tion  and  treasurer:  "You're  turning 
the  keys  over  to  an  individual  to  oper-l 
ate  an  $8  million  store,  and  if  they 
don't  know  what  the  heck  they're  do-j 
ing,  you're  in  big  trouble." 

Longs  deals  with  its  managers  al-l 
most  as  if  they  were  independent  en-i 
trepreneurs  and  pays  them  according-i 
ly.  Including  salary  and  bonus  (a  per-) 
centage  of  net  profits),  a  Lon£ 
manager,  by  one  outside  estimate,  a 
make  up  to  $80,000  a  year.  "I  like  tc 
think  of  myself  as  the  chairman  of , 
$8  million  company,"  says  Walnut 
Creek  manager  Gherlone,  45,  a  man- 
ager for  1 2  years. 

Clearly,  Longs  managers  really  dc 
call  the  shots.  The  majority  of  thei 
merchandise  is  purchased  at  the  stor 
level,  either  direct  from  manufactur- 
ers or  from  local  wholesalers  and  job- 
bers. Advertising,  too,  is  done  locally. 
Managers  choose  which  department 
to  have  and  how  large  to  make  them. 
One  Longs  manager  noticed  there 
wasn't  a  good  greeting  card  shop  in  his 
area,  for  instance,  so  he  expanded  his 
and  does  nicely  with  cards  and  wrap 
ping  paper. 

So  what  does  headquarters  do? 
Only  400  of  the  chain's  12,000  em- 
ployees work  at  the  head  office.  Head- 
quarters offers  legal  support  and  helps 
the  stores  with  invoicing,  accounting, 
and  purchasing  fixtures  and  equip- 
ment.   "The    stores,"    says    Combs, 
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A  Longs  drugstore  in  Tarzana  in  southern  California  s  San  bemando  Valley 

Dealing  with  managers  almost  as  if  they  were  independent  entrepreneurs,  and  paying  accordingly. 


"should  be  concentrating  on  mer- 
chandising and  their  customers." 
There  is  a  book  of  operational  guide- 
lines, but  it  contains  general  informa- 
tion on  benefits,  personnel,  check 
cashing  and  the  like. 

Unlike  most  other  drugstore 
chains,  too,  Longs  has  expanded  slow- 
ly and  conservatively — not  least  be- 
cause it  prefers  to  buy  the  land  under 
its  stores.  Before  it  buys,  the  company 
studies  local  demographics,  traffic 
patterns  and  competition  to  weed  out 
marginal  locations. 

Longs  targets  areas  with  strong  in- 
come levels  and  usually  sites  stores  in 
suburban  shopping  centers  with  a  su- 
permarket as  a  neighbor  to  ensure 
steady  traffic.  The  formula  works: 
Longs  closes  very  few  stores — only  2 
in  the  last  five  years.  The  stores  are 
mostly  large,  on  average  about  23,000 
to  25,000  square  feet.  And  of  course  it 
duesn't  hurt  that  198  of  Longs'  234 
stores  are  in  California,  with  its 
strong  and  diversified  economy. 
Longs  has  a  commanding  20%  share 
of  this  rich  market. 

Despite  intense  competition  in 
California  from  Osco,  K  mart's  Pay 
Less,  and  Thrifty  Corp.   (owned  by 
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Pacific  Enterprises,  the  Los  Angeles- 
based  utility  holding  company), 
Longs'  aftertax  margin  on  sales — 
2.8%  last  year — is  better  than  the 
industry  average  of  2.5%.  Still,  the 
chain  could  improve  those  margins 
with  a  more  centralized  warehousing 
system  for  shipping  inventory  that  is 
common  to  all  stores — a  possibility 
Longs  is  currently  studying. 

Another  way  to  fatten  margins: 
Longs,  like  its  competitors,  is  pushing 
more  pills  and  other  higher-margin 
drugs  from  its  in-store  pharmacies. 
Pharmacy  operations  now  account  for 
about  17%  of  sales.  To  bring  more 
people  into  the  pharmacy,  Longs  of- 
fers free  cholesterol  and  blood  pres- 
sure screenings.  "By  emphasizing 
health  care,"  says  Bruce  Buckley,  edi- 
tor of  the  trade  journal  Drug  Store 
News,  "Longs  is  cultivating  the  idea  of 
the  pharmacist  as  a  health  care  con- 
sultant. If  people  trust  the  pharma- 
cist, it  makes  them  want  to  come 
back." 

At  first  glance  Longs  stock  seems  to 
be  fairly  valued  these  days.  The 
shares,  recently  36,  near  their  52- 
week  high,  trade  around  13  times  this 
year's  estimated  earnings.  Even  so, 


the  price  may  not  reflect  true  earning 
potential  or  the  value  of  Longs'  assets. 
No  drugstore  chain  has  a  healthier 
balance  sheet.  Longs  has  no  long-term 
debt.  It  also  owns  57%  of  its  stores, 
mostly  valuable  suburban  California 
real  estate — not  reflected  in  Longs' 
book  value  of  $14.37  per  share. 

Net  income,  which  has  grown  10% 
a  year  for  the  past  ten  years,  is  getting 
a  boost  from  lower  tax  rates  and  an 
aggressive  stock  repurchase  program. 
Net  income  in  fiscal  1988  (ended  Jan. 
28)  increased  28%  from  the  year  be- 
fore, to  $49  million.  (In  the  last  33 
months  Longs  has  bought  back  2.5 
million  shares.)  Of  the  company's  20 
million  shares  still  outstanding,  em- 
ployees now  own  12%  and  the  Long 
family  around  26% . 

All  of  which  raises  questions  about 
the  company's  future.  "I  wonder," 
muses  Sutro  &.  Co.'s  respected  ana- 
lyst Jonathan  Ziegler,  "is  Longs  grad- 
ually going  private?"  Longs  says  it  has 
no  such  plans.  But  if  it  did  decide  to  go 
private,  Longs  would  have  to  pay  a 
premium  to  market  value  based  on 
the  company's  future  prospects  and 
the  value  of  the  company's  large  real 
estate  holdings.  ■ 
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isurance  building? 


The  truth  of  the  matter  is  they 
all  are. 

Firehouses,  city  halls,  schools 
and  a  host  of  other  public  structures 
large  and  small  across  the  country 
are  being  built  with  help  from  your 
insurance  company. 

How?  Through  municipal  bonds. 
Insurance  companies  are  among  the 
largest  investors  in  municipals -to 
the  tune  of  more  than  $117  billion— 
and  these  bonds  are  the  main  way 
local  communities  pay  for  major 
improvements. 

Where  did  all  this  money  come 
from?  The  funds  are  monies  that 
insurance  companies  collect  in  pre- 
miums and  keep  in  reserve  to  pay 
your  claims  when  you  have  losses. 
Municipal  bonds  are  one  of  the  places 
we  invest  them.  And  we  think  an 
investment  in  America's  towns  and 
cities  is  a  good  investment. 

Your  insurance  company  does  a 
lot  more  than  sell  you  a  policy. 

To  find  out  more  about  what 
we  contribute  to  the  place  you  live- 
and  about  some  things  you  can  do  to 
make  things  better- write  for  our 
free  booklet.  Or  call  1-800-222-1144 
and  ask  for  extension  F-10. 


n 


For  a  copy  of  our  free  booklet,  send  to: 
Insurance  Information  Institute,  Dept.  RR, 
110  William  Street,  NY,  NY  10038. 
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No  salesperson  will  call. 


F-10 


Your  Insurance  Company 

We  do  a  lot  more  than  sell  insurance. 
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After  20  years  of  smooth  sailing,  Sea  Con- 
tainers Ltd.  almost  sank.  Founder  James 
Sherwood  deftly  navigated  the  storm. 


Back  on  course 


By  John  Heins 


T|  wo  years  ago  James  Sherwood 
was  captain  of  a  listing  ship. 
Bad  times  in  the  shipping  indus- 
try had  finally  caught  up  with  his 
$745  million  (1987  sales)  Sea  Con- 
tainers Ltd.,  which  leases  marine  car- 
go containers  and  ships  and  runs  a 
ferry  and  freight  transport  business  in 
Europe.  Among  his  routes:  the  Dover- 


to-Calais  ferry  run  across  the  English 
Channel. 

Sherwood  was  caught  with  too  big  a 
fleet  at  a  time  when  lease  rates  for 
containers  and  containerships  were 
falling  sharply  and  big  shipping  com- 
panies were  going  broke.  Sea  Contain- 
ers lost  nearly  S50  million  (S6.28  a 
share  after  preferred  dividends)  in 
1986,  its  first  loss  ever,  and  creditors 
started  to  howl.  The  New  York  Stock 


I 


I /i i  i v<  sident  lames  Sherwood 

Whru  he  did  not  do  was  panic. 


Exchange-listed  shares  fell  to  12,  of 
73%  from  1985's  high. 

"It  was  all  quite  traumatic,"  says 
Sherwood  now.  "For  us,  this  hadn'i 
been  a  cyclical  business  at  all."  In 
deed,  Sea  Containers  had  enjoyed  2C 
years  of  prosperity  since  Sherwood,  ar 
American  raised  in  Lexington,  Ky. 
founded  the  company  in  London  ir 
1965.  Rapid  growth  in  world  trade  anc 
increasing  use  of  the  specialized  con 
tainers  Sea  Containers  focused  on- 
refrigerated  ones,  say,  for  bananas  o: 
fish — kept  profits  growing  steadily 
From  1974  to  1984,  earnings  grew  ar 
average  25%  a  year. 

However  unprepared  he  was  fo 
dealing  with  adversity,  Sherwood  die 
a  smart  job  of  getting  Sea  Container: 
back  on  course.  He  did  the  standarc 
things:  cutting  payroll  by  10%,  clos 
ing  down  moneylosing  ferry  anc 
freight  routes  in  Europe,  and  selling 
off  or  scrapping  run-down  and  surplus 
containers  and  ships. 

What  he  did  not  do  was  panic.  Us 
ing  bank  lines  of  credit  and  proceed; 
from  a  convertible  preferred  stock  of 
fering,  Sherwood  coolly  kept  buildini 
for  the  future.  He  spent  $50  million  i 
1986  to  continue  replacing  aging  stan 
dard  containers  with  more  specializec 
ones,  increasing  Sea  Containers'  em 
phasis  on  its  "specials"  niche.  H< 
spent  $16  million  to  refurbish  the 
company's  Sealink  ferries,  installing 
more  comfortable  seating  and  im 
proving  the  high-margined  food  anc 
entertainment  services  on  board,  anc 
to  buy  Hoverspeed  (U.K.)  Ltd.,  a  toug 
Hovercraft  ferry  competitor  betweei 
Great  Britain  and  France. 

Now,  with  its  markets  improving 
Sea  Containers  has  reaped  the  bene 
fits  of  Sherwood's  steady  hand  at  th< 
helm.  Consolidation  in  the  containe 
business  has  taken  away  much  of  th< 
industry's  excess  capacity.  Demanc 
for  specialized  containers,  now  70°/< 
of  Sea  Containers'  inventory,  is  grow 
ing  more  rapidly  than  that  for  thi 
standard  dry  containers  primarily 
leased  by  competitors  Itel  Corp.  anc 
General  Electric's  Genstar  Containe 
Corp.  So  that  their  bananas,  citrus  anc 
other  products  arrive  at  the  dock 
fresher  and  more  easily  transportec 
companies  such  as  United  Brands 
Dole  and  Del  Monte  are  increasingly 
turning  to  specialized  refrigerated  anc 
tank  containers  like  those  offered  b1 
Sea  Containers.  As  a  result,  88% 
Sea  Containers'  containers  are  cur 
rently  leased,  up  from  74%  two  year 
ago.  Lease  rates,  after  falling  for  year 
are  growing  a  strong  5%  a  year. 

The    spiffed-up    ferry    and   freigh 
transport   business  is  also  showir 
good  gains.   Bookings  are  up  sorm 
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It  is  more  than  an  airborne 


limousine  or  corporate 
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status  symbol.  It  is  a  pure 


aeronautical  creation  that 


combines  the  most  advanced 


Senior  Vice  President  of Mjrkering,  jt  (201)?9>-8056. 


technology  and  the  highest 
quality  in  corporate  aviation. 


Designed  and  built  with 


more  integrity,  it  performs 


with  more  integrity.  Serving 


its  owner  at  unparalleled 


levels  of  speed  and  efficiency 
and  safety  and  reliability. 


It  is  more  than  a  business  jet. 


It  is  the  Falcon  Jet. 


A  higher  standard. 


FalconJet 

Teterboro.  New  Jersey  07608 


Sealink  ferry  in  port  at  Dover,  England 
Spiffed  up,  and  doing  30%  more  business. 


30%  this  year  at  the  Sealink  subsid- 
iary, aided  by  a  strike  at  a  competitor 
and  by  the  strong  British  economy 
fostering  increased  travel  and  trade. 

The  result'  Sea  Containers  should 
earn  $3.85  per  common  share  on  oper- 
ations this  year,  up  78%  over  last 
year.  Because  increasing  lease  rates  go 
almost  directly  to  the  bottom  line, 
Shearson  Lehman  Hutton  analyst 
Burton  Strauss  figures  the  company 
could  earn  $5  a  share  next  year. 

Sherwood  isn't  wasting  time  pat- 
ting himself  on  the  back.  He's  spend- 
ing $70  million  for  two  ships  that, 
once  refurbished,  will  ply  the  Dover- 
Calais    ferry    route.    Sherwood    also 
wants  to  expand  Scahnk's  route  sys- 
tem throughout  Europe  m  anticipa- 
tion of  increased  traffic  between  Euro- 
pean countries  when  trade  barriers  are 
dropped  in  1992.  Finally,  to  meet  al- 
ready existing  lease  demand,  he  plans 
to  spend  $200  million  in  the  next  year 
to  acquire  new  containers  and  ships. 
Containers  also  has  some  650 
of  valuable  real  estate  around  its 
U.K.  ports,  acquired  from  the  British 
rnment  in  1984,  on  which  Slur 
i  plans  to  build  residential  hous- 
IVith  real  estate  puces  continuing 
rapidly  in  the  U.K.,  he  expects 
rentual  profits  to  be  substantial. 


Remembering  the  lessons  of  the  re- 
cent past,  however,  Sherwood  is  keep- 
ing a  careful  eye  on  debt.  So  far  this 
year  he's  paid  down  $144  million  in 
debt,  partly  with  the  proceeds  of  the 
March  sale  of  Sea  Containers'  London 
headquarters  building.  That  debt  re- 
duction, coupled  with  the  planned  re- 
tirement of  two  issues  of  high-cost 
preferred  shares,  should  save  up  to 
$15  million  a  year  in  interest  costs. 

Surprisingly,  Wall  Street  remains 
indifferent  to  Sea  Containers  stock. 
At  a  recent  25%,  the  shares  trade  for 
only  6.7  times  expected  1988  earn 
mgs,  43%  below  the  average  expected 
S&P  500  multiple.  At  that  price,  some 
savvy  money  managers  are  stepping 
in  to  buy.  John  Templeton's  Temple- 
ton,  Galbraith  &.  Hansberger,  a  long- 
time holder  of  the  stock,  has  been 
buying  recently  and  now  owns  around 
20%  of  Sea  Containers'  shares.  St. 
Louis-based  Lindner  Management, 
value  hunters  who  run  the  excellent 
Lindner  Fund,  have  also  taken  a  sig- 
nificant stake  in  recent  weeks. 

investors  want  to  be  convinced 
that  this  is  not  just  a  flash-in-the-pan 
turnaround  but  is  a  true  recovery," 
says  Sherwood,  who  still  owns  6.7% 
ot  the  stock.  "I  plan  to  convince 
them."  Full  speed  ahead.  ■ 
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As  a  business  grows,so  must  its  people,  Jbjcrucial  building  blocks.  Its  energy 
cells. And  there  are  no  better  tools  to  manafefyour  human  assets- and  money,  assbTmanagement 
property  and  equipment- than  the  companies  of  USF&G  Asset  Management.Corporate  power  tools. 

l        TOOLS  FOR  A  BRAVE  NEW  WORLD. 
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Take  a  good  product,  bad  management 
and  a  collapsing  stock  price.  Of  such  stuff 
are  spectacular  turnarounds  made. 

How  the  rich 
get  richer 


By  Richard  Behar 


In  early  1986  Intermedics,  Inc.,  a 
small  pacemaker  company  based 
outside  Houston,  was  at  death's 
door.  The  company  had  lost  $20  mil- 
lion the  previous  year  on  revenues  of 
$163  million,  and  had  defaulted  on 
$37  million  in  bank  loans.  Its  shares, 
which  had  sold  as  high  as  25  in  1982, 
dropped  as  low  as  4  two  years  ago. 

And  who  began  investing  in  the 
company?  On  advice  from  Cilluffo 
Associates,  an  investment  group,  the 
Phipps  clan  of  Palm  Beach  and  New 
York  took  a  stake.  By  March  of  this 
year  the  Phippses  had  accumulated 
about  12%  of  the  18.5  million  shares. 
Another  group  led  by  the  Bass  family 
of  Fort  Worth,  Tex.,  had  earlier  be- 
come players.  The  Basses  lent  Inter- 
medics $15  million  for  four  months. 
With  bankruptcy  looming,  Inter- 
medics had  to  pay  through  the  nose. 
The  price  for  the  loan:  a  four-month 
interest  rate  of  22%,  plus  exercisable 
warrants  for  nearly  2  million  shares  of 
Intermedics  stock  at  $3.75  per  share. 

Last  July  Sulzer  Brothers  Inc.,  a  $3.6 
billion  (sales)  Swiss  conglomerate, 
stepped  in  and  bought  Intermedics  for 
$43  per  share,  or  $810  million.  For  its 
$15  million  'nan,  the  Bass  group  not 
only  got  theii  i  oney  back  at  22%,  but 
also  made  an  additional  $77  million 
on  the  w . 

Did  the  Phippses  and  Basses  have 
inside  informant  ,  Ni  they  simply 
realized  that  Intermedics  was  a  basi- 
cally sound  company  with  bright 
prospects  under  better  n  nt. 

In  what  must  rank  as  the 

quickest  turnarounds  on  record,  Rich 
ard  Gillcland,  44,  restored  th<  ■  ompa- 
ny  to  profitability.  Last  year  Inter- 
medics  earned  $20.6  million  from 
continuing  operations — $1.22  a 
share — on  sales  of  $193  million,  and  it 
will  earn  about  50%  more  this  year. 
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Intermedia'  Richard  Gilleland 

Helping  the  rich  get  richer. 

Intermedics  began  life  in  1974  as 
the  brainchild  of  Albert  Bcutel,  a 
young  heart  pacemaker  salesman  who 
believed  that  a  doctor's  relationship 
with  a  salesman  was  every  bit  as  im- 
portant as  the  gadget  itself.  To  build 
these  relationships,  Beutel  coddled 
his  salespeople.  He  lured  away  top 
salesmen  from  rival  firms  by  handing 
out  23%  commissions,  stock  options 
and  fancy  cars.  In  1979  Bcutel  was 
killed  in  a  helicopter  crash. 

Yet  where  Beutel  was  simply  dar- 

his    successor    was    downright 

reckless.    Under    Russell    Chambers, 


then  61,  an  Intermedics  director  with 
no  previous  experience  in  the  medical 
industry,  costs  spiraled  out  of  control. 
Between  1983  and  1986  Intermedics 
lost  $5 1  million  from  continuing  op- 
erations, while  growth  in  pacemaker 
sales  came  to  a  halt  as  more  and  more 
doctors  stopped  using  Intermedics' 
products  for  fear  that  the  firm 
wouldn't  survive. 

Chambers  may  have  been  too  busy 
to  notice  the  company's  plight.  Dur- 
ing his  reign,  he  presided  over  a  build- 
up of  the  company's  fleet  of  84  autos, 
two  yachts  and  even  several  Indy  500 
racecars.  Former  employees  say  that 
workers  were  often  ordered  to  work 
on  racecar  engine  parts  when  they 
should  have  been  working  on  pace- 
maker assembly  equipment. 

In  1986  the  board  forced  out  Cham- 
bers and  brought  in  Gilleland,  a  con- 
servative, Nebraska-bred  executive 
who  for  18  years  had  climbed  the  cor- 
porate ladder  at  American  Hospital 
Supply  Corp.  Shortly  before  Cham- 
bers left,  the  Basses  took  out  their 
checkbook.  Shortly  afterward,  the 
Phippses  began  buying  the  stock. 

"Intermedics  was  a  country  club," 
says  Gilleland,  recalling  his  first  week 
on  the  job.  "Most  employees  were 
arriving  to  work  late,  expense  account 
abuse  was  rampant  and  nobody  ever 
thought  we  owed  the  stockholders 
anything.  Values  around  here  were 
really  warped." 

Gilleland  cut  19  of  22  vice  presi- 
dents who  claimed  to  have  been  re- 
porting directly  to  Chambers.  Backed 
by  a  team  brought  over  from  Ameri- 
can Hospital  Supply,  Gilleland  next 
tackled  62  legal  claims  against  Inter- 
medics that  ranged  from  patent  in- 
fringement to  breach  of  contract.  In 
most  instances,  says  Gilleland,  Inter- 
medics was  wrong  and  he  ordered  the 
suits  settled.  The  biggest  was  a  $39.5 
million  settlement  of  a  patent  in- 
fringement suit  by  Medtronics,  the 
U.S.'  leading  pacemaker  company. 

With  costs  down  and  the  salespeo- 
ple selling  harder,  Intermedics'  pace- 
maker profits  have  improved  dramati- 
cally, as  have  profits  in  the  company's 
smaller  units,  such  as  orthopedic  im- 
plants (artificial  hips  and  knees)  and 
heart-valve  components. 

Desiring  to  cash  in,  the  Phipps  fam- 
ily and  Cilluffo  engaged  Salomon 
Brothers  to  find  a  buyer.  Realizing  a 
sale  of  the  company  was  inevitable, 
Gilleland  brought  in  the  Swiss  firm  as 
a  white  knight.  And  so,  the  rich  got 
richer  while  the  less  knowledgeable 
shareholders  sold  out  at  the  bottom. 
For  his  part,  Gilleland  did  not  go  unre- 
warded. His  total  compensation  has 
reached  $10  million.  ■ 
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Don 't  befooled  by  the  high  yields  promised 
on  Wall  Streets  latest  and  most  exotic  ver- 
sion of  the  mortgage  real  estate  investment 
trust.  It  should  carry  a  warning  label. 

Danger: 
can  explode 


By  Laura  Jereski 


If  a  broker  calls  to  pitch  some- 
thing called  a  CMO  residual  real 
estate  investment  trust,  hang  up. 

Thanks  to  the  stratospheric  yields 
sales  folk  claim  for  them,  Wall  Street 
has  sold  nearly  $500  million  of  these 
REITs  so  far  this  year.  But  look  out. 
This  is  no  investment  for  the  faint- 
hearted or  for  the  unsophisticated. 
These  REITs  have  very  little  to  do 
with  real  estate.  Instead,  they  invest 
in  a  newfangled  instrument  that's  so 
volatile  even  many  institutions  don't 
want  to  hold  it. 

These  trusts  buy  residuals,  the  re- 
sult of  packaging  mortgages  into  col- 
lateralized mortgage  obligations,  or 
CMOs.  For  example,  a  pool  of  10.5% 
mortgages  generates  cash  flows  that 
can  support  bonds  with  a  wide  range 
of  interest  rates  and  maturities.  The 
residual  is  the  difference  between 
what  the  mortgages  bring  in  and  what 
the  CMOs  pay  out.  In  the  early  years, 
when  the  shorter-term,  lower-yield- 
ing CMOs  are  being  paid  off,  the  resid- 
ual throws  off  most  of  its  cash.  That's 
why  the  new  trusts  promise  such  high 
yields — up  to  22%.  But  the  residuals' 
cash  flow  can  turn  negative  in  the 
later  years  if  the  interest  and  adminis- 
trative costs  of  the  CMOs  exceed  the 
mortgage  interest. 

That,  in  turn,  means  trust  manag- 
ers must  keep  attracting  investors  (or 
borrow  from  a  bank)  to  get  new  mon- 
ey in  order  to  keep  buying  the  new 
residuals  that  produce  those  adver- 
tised high  yields.  And  they  have  every 
incentive  to  do  so,  since  these  prod- 
ucts generate  fat  management  fees.  At 
American  Southwest,  for  example, 
fees  totaled  $2.4  million  for  the  first 
six  months,  a  stunning  25%  of  net 
income.  In  a  typical  equity  REIT,  the 
fees  average  13%  of  net  income. 


There's  more.  For  the  investor,  that 
high  current  yield  may  not  be  income 
at  all.  It  may  be  just  the  trust  returning 
his  principal.  And  the  rub  is,  the  inves- 
tor has  no  way  of  knowing.  Why?  Be- 
cause the  value  of  the  residual  depends 
on  how  and  when  interest  rates  move. 


Managers  of  these  trusts,  therefore, 
must  load  their  portfolios  with  esoter- 
ic instruments  like  strips,  floaters,  re- 
verse floaters  and  zero  coupon  bonds 
to  hedge  against  vagaries  in  interest 
rates.  Hedging  hasn't  been  easy  lately. 
In  the  past  few  weeks  the  London 
Interbank  Offering  Rate  (Libor),  the 
applicable  benchmark,  has  inched  up, 
while  mortgage  rates  have  been  rela- 
tively stable.  The  trusts  are  being 
forced  to  pay  more  on  the  bonds  with- 
out a  corresponding  increase  in  mort- 
gage prepayments  to  bring  in  extra 
cash.  So  far,  four  REITs  have  been 
forced  to  cut  their  dividends. 

With  all  that  could  go  wrong,  you'd 
figure  the  REITs  would  probably  be 
managed  by  rocket  scientists.  No 
such  luck.  Few  have  experience  in  the 
derivative  mortgage  markets.  Instead, 
many  new  trusts  are  offshoots  of 
home  builders,  including  NVRyan, 
MDC  Holdings,  and  Estes  Homes. 

And  why  not  make  a  little  vigorish? 
American  Southwest's  affiliate  made 
$7  million  off  the  sale  of  $47  million 
of  residuals.  Residential  Partnership 


Do-it-yourself  treadmills 

These  real  estate  investment  trusts  are  stuck  on  a  treadmill  of  their  own 
design.  They  promise  investors  big  yields,  thanks  to  their  investments  in 
high-yielding,  volatile  mortgage  residuals.  But  to  keep  yields  high,  they 
must  attract  ever  more  capital  to  buy  fresh  residuals. 

Real  estate  investment  trust 

Price 

Yield 

American  Southwest  Mortgage  Investments 

9 

20.1% 

Countrywide  Mortgage  Investments 

6'/8 

15.0 

Emerald  Mortgage  Investments 

9 

15.0* 

Lomas  Mortgage  Corp 

19% 

12.8 

MDC  Asset  Investors 

15'/: 

18.1 

RAC  Mortgage  Investment 

9% 

10.1 

Residential  Mortgage  Investments 

4Vg 

21.9 

Residential  Resources  Mortgage  Investments 

95/8 

19.9* 

RYMAC  Mortgage  Investors 

10 

NA 

Strategic  Mortgage  Investments 

15 

16.0 

TIS  Mortgage  Investments 

10 

NA 

NA  Not  available.  These  recent  issues  have  not  yet  declared  their  first  dividend      "Estimated. 

Any  change  in  rates  that  affects  the 
way  the  mortgages  pay  down  or  what 
the  bonds  have  to  pay  out  will  affect 
how  much  cash  goes  to  REIT  unit 
holders.  When  interest  rates  fall, 
homeowners  rush  to  prepay  their 
mortgages,  which  ends  up  reducing 
cash  flow  to  the  residual  REIT  holders. 
So  investors  won't  know  for  several 
years  whether  their  income  was  in 
fact  yield  or  whether  they  were  just 
getting  back  their  equity  investment. 
Should  rates  change  so  much  that  the 
residual  disappears,  too  bad.  There  are 
no  other  assets  to  tap. 
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paid  its  affiliate  some  $2  million  on 
the  sale  of  $53  million  worth,  and 
Emerald  $3  million  on  $77  million.  A 
fair  price?  No  way  to  tell.  Accounting 
rules  are  vague  at  best,  and  often  run 
at  odds  with  tax  rules,  which  can 
force  REITs  to  pay  out  to  investors 
more  than  they  actually  took  in. 

All  things  considered,  CMO  residu- 
al REITs  ought  to  be  resisted.  The 
sales  effort  behind  them  is  reminis- 
cent of  the  bad  old  days  in  the  1970s, 
when  a  lot  of  REITs  got  into  serious 
trouble  trying  to  keep  their  extrava- 
gant promises.  ■ 
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J^o^  almost  any 
company  can  afford  an  800 
number.  Aclassic  example 
of  how  AT&T  turns  whiz-bang 
technology  into  something 
vital  for  business." 


—Bill  Lockhart,  AT&T  Marketing  Division  Manager 


-  AT&T 


I 


i£T  t's  great  having  a  bunch  of  geniuses  coming 
up  with  the  latest  technology,  and  AT&T  has 
always  been  on  the  leading  edge  of  that 
What's  more  important,  though,  is  finding  a  way  to 
nake  that  technology  work  for  our  customers. 

AT&T  800  READYLINE®  is  a  good  example 
>f  that. 

Several  years  ago, we  figured  out  a  way  to  make 
abound  800  number  calling  affordable  for  everyone, 
lot  just  big  companies.  800  READYLINE  is  inexpen: 
ive  to  install.  It  operates  on  your  existing  phone  line 

0  you  don't  need  any  special  lines  or  equipment.  It's 
lso  economical  to  use.  You  only  pay 
or  the  distance  and  duration  of  each 
all  you  get. 

With  AT&T  800  READYLINE,you 
an  also  control  the  size  and  location 
>f  the  market  you  want  to  reach.  You 
an  start  out  small,  then  add  coverage 
>y  area  code  or  individual  states,  or 
ven  the  entire  country. 

And  now  we've  added  something 
|iew. 

Our  Call  Data  Executive  Sum- 
nary  Report  by  Area  Code  lets  you 
•'.nderstand  calling  patterns,  like 
vhere  the  calls  are  coming  from,  what 
jme  of  day  they  came  in  and  how  long 
hey  were.This  can  help  you  fine-tune  your  market- 

1  ig  strategy  according  to  where  your  business  is 
oming  from. 

And  you  don't  have  to  be  a  big  company  to  get 
11  this. 

•  You  can  have  AT&T  800  READYLINE  right  now. 
ust  call  us  up  and  say  you  want  it.  It  can  be  done 
without  an  on-site  service  call. 

Try  it  now.  Call  our  800  number." 

For  information  about  getting  your  800  number, 
all  our  800  number:  1 800  222-0400. 


AT&T 

The  right  choice. 


me  men  achieve  riches.  Others  have  rich- 
es thrust  upon  them.  Here's  how  Wellman, 
Inc.  s  Thomas  Duff  experienced  both. 

"A  perfect  LBO 
candidate" 


l-vii.th  \X\m-r 


Wellman  Chief  Executive  Thomas  Duff 

"Luck  is  when,  opportunity  and  preparation  meet. 


By  James  Cook 


F.ks  ago,  when  Thomas 
M.  Duff,  41,  the  cheerfully  exu- 
berant boss  of  Clark,  N.J.'s  Well- 
man,  Inc.,  began  looking  into  ways  of 
selling  out  the  company,  the  last 
thing  he  ever  expected  was  that  he 
would  wind  up  a  multimillionaire 
himself. 

Wellman  was  doing  nicely  at  recy- 
cling nylon  and  polyester.  But  Arthur 
Wellman  )r.,  who  had  a  controlling 
interest  in  the  company,  wanted  to 
get  out,  and  he  didn't  like  the  idea  of 
going  public.  So  Duff  began  looking 
around  for  buyers.  To  his  surprise,  the 
company  attracted  the  attention  of 


Providence's  renowned  Narragansctt 
Capital  Corp.  Sell  out?  The  venture 
capitalists  at  Narragansett  widened 
Duff's  horizon  by  planting  another 
question:  Why  not  a  leveraged  buyout 
instead' 

Some  men  just  have  to  have  riches 
thrust  upon  them. 

"I'd  never  done  that  kind  of  thing 
before,"  Duft  recalls,  "but  we  were  a 
perfect  LBO  candidate.  We  had  the 
ability  to  continue  to  generate  cash 
and  grow  the  business  without  being 
strapped,  and  we  had  a  management 
that  could  be  improved.  So  we  went 
for  it." 

The  price:  $132.6  million,  includ- 
ing the  prepayment  of  $55.1  million 


in  debt.  The  debt  portion  of  the  deal 
came  from  banks  ($35  million  at  10% 
interest),  from  Prudential,  from 
Teachers  Insurance  &  Annuity  Asso- 
ciation and  from  Narragansett  itself 
($75  million  at  14.5%  and  16%  inter- 
est). The  equity  portion  ($14.7  mil- 
lion) came  from  these  three  venturing 
partners  and  from  Wellman's  own 
management. 

Who  ever  heard  of  Wellman?  Some 
people  might  remember  Wild  Bill 
Wellman,  the  renowned  director  of 
movies  like  Public  Enemy,  Battle- 
ground and  the  original  version  of  A 
Star  Is  Born.  But  hardly  anybody  had 
ever  heard  of  his  brother,  Arthur  Sr., 
or  the  company  he  founded.  Yet  the 
company  had  been  building  a  steady 
reputation  for  itself  for  over  a  half- 
century,  first  in  wool  trading,  import- 
ing and  reprocessing  and  then,  since 
the  mid-Sixties,  in  recycling  nylon 
and  polyester  waste  products. 

Wellman,  Inc.'s  growth  these  days 
is  driven  by  its  raw  materials  supply. 
Wellman  grew  modestly  in  the  Seven- 
ties on  waste  it  picked  up  from  big 
chemical  companies.  In  the  early 
Eighties  it  began  to  boom  by  recycling 
empty  soda  pop  bottles,  which  more 
and  more  states  were  encouraging 
consumers  to  return.  With  a  propri- 
etary process  for  recycling  these  PET 
(polyethylene  terephthalate,  that  is) 
bottles,  Wellman  quickly  moved  in 
and  got  a  hammerlock  on  the  market. 
Far  and  away  the  U.S.'  largest  plastics 
recycler,  Wellman  now  handles  over 
70%  of  the  140  million  pounds  of  PET 
bottles  that  are  recycled  every  year. 
It's  not  a  glamorous  business,  but  it's 
a  highly  profitable  and  fast-growing 
one.  Says  Duff,  recalling  the  wisdom 
of  baseball's  Branch  Rickey:  "Luck  is 
when  opportunity  and  preparation 
meet." 

Wellman  doesn't  simply  recycle 
raw  materials.  Unlike  other  plastics 
recyclers,  it  has  moved  downstream 
into  higher-margined  specialties — fi- 
ber fill  for  the  furniture  industry,  non- 
woven  textiles  for  landfills  and  pond 
linings,  and  nylon  and  polyester  fiber 
for  carpet  manufacturers.  The  carpet 
market  is  the  big  one,  providing  some 
30%  of  Wellman's  sales.  The  compa- 
ny has  been  so  successful  in  it  that  it 
now  ranks  second  (after  Hoechst  Ce- 
lanese)  in  the  polyester  carpet  fiber 
industry.  This  market  has  exploded  in 
the  last  year  or  so,  which  hasn't  hurt, 
but  Wellman  made  its  way  by  grab- 
bing market  share  from  competitors 
like  Du  Pont  and  Hoechst.  "We  don't 
sell  at  any  discount,"  Duff  says.  "We 
say,  'Hey,  here's  a  quality  product 
that  performs.'  " 

As  you'd  expect  from  a  small-batch 
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FTER  SPENDING  12  YEARS  IN  AN  EMERGENCY  ROOM, 
HE'S  GLAD  HE  DRIVES  A  VOLVO. 

H;irry  Selker  bought  his  first  Volvo  like  the  anti-establishment  thing  automobile  accidents,  Dr.  Selker  has 

vcause  it  was  a  tough,  durable,  re-  to  do.  discovered  another  reason  for  driving 

iable  car.  But  after  12  years  of  working  in  a  Volvo. 

And  because  back  when  he  bought  emergency  ixwms  and  hospitals.        It  seems  like  the  only  intelligent 

t,  in  the  1960s,  driving  a  Volvo  seemed  seeing  the  results  of  numerous  thing  to  do.  VOLVO 

A  car  vcHi  can  believe  in. 


.,  Wellman's  manufacturing 
are  higher  than  those  of  the 
chemical  giants  it  competes  with.  But 
thanks  to  its  low-cost  raw  materials, 
its  overall  costs  are  lower.  Wellman 
caps  that  advantage  with  manufactur- 
ing facilities  flexible  enough  to  shift 
horn  product  to  product  and  market 
to  market  as  opportunity  beckons, 
something  the  industry's  giants  with 
their  high-volume  dedicated  equip- 
ment cannot  do  so  readily.  The  result 
is  that  over  the  past  10  or  15  years, 
when  most  producers  were  operating 
well  below  capacity,  Wellman's  fiber 
operation  has  gone  on  running  full 
out — even  as  Duff  was  expanding  the 
company's  capacity  fourfold. 

Duff  does  not  pretend  that  the 
growth  of  the  past  several  years  can  go 
on  forever.  Nor  does  he  want  it  to,  if  it 
should  threaten  the  manufacturing 
flexibility  that  underlies  Wellman's 
operating  efficiency  and  profitability. 

Competition  seems  to  be  heating 
up.  Dow  Chemical,  for  example,  now 
plans  to  go  into  the  PET  recycling 
business — the  first  major  chemical 
company  to  do  so.  But  Duff  is  already 
looking  for  other  opportunities.  As 
plastics  recycling  develops,  Duff 
thinks  the  various  plastics  are  going 


to  be  recycled  as  a  mixed  stream,  not 
separately.  If  that's  the  trend,  Well- 
man  can  ride  it.  Indeed,  with  a  propri- 
etary process  to  separate  one  kind  of 
plastic  from  another  already  in  hand, 
Wellman  could  easily  find  itself  mov- 
ing not  only  into  other  plastics  but 
also  downstream  into  specialty  prod- 
ucts, as  it  did  in  carpet  fibers. 

So  far  the  strategy  has  paid  off  spec- 
tacularly. Since  1985  alone,  pro  forma 
revenues  have  gone  from  $207  mil- 
lion to  $261  million,  pro  forma  profits 
from  maybe  $11  million  to  $24.9  mil- 
lion. With  first-half  profits  up  52%  on 
a  23%  increase  in  sales,  this  year 
looks  even  better. 

Wellman  is  doing  so  well  that  last 
year  Duff  and  his  partners  decided  to 
cash  in  and  take  the  company  public 
with  a  5.6-million-share  offering. 
"The  company  had  come  along  faster 
than  even  we  had  projected,"  Duff 
readily  concedes.  Duff  had  already  re- 
tired $33.8  million  of  debt  out  of  cash 
flow,  and  he  used  the  $68.5  million 
corporate  proceeds  of  the  initial  pub- 
lic offering  to  repay  the  bulk  of  the 
high-cost  debt  that  remained.  Now, 
with  only  $40  million  of  long-term 
debt  still  on  the  books,  Duff  worries 
Wellman  may  be  getting  underlever- 


aged.  "This  year,"  he  says,  "we've  had 
the  largest  capital  program  ever,  and 
we're  still  going  to  be  a  large  cash 
generator.  It  is  a  nice  position  to  be  in 
for  a  change." 

So  Wellman  is  finally  a  full-fledged 
public  company.  Prudential,  Narra- 
gansett  and  Teachers  Insurance  sold 
out  2  million  of  their  shares  (acquired 
at  $1.57  a  share)  for  $20.50  a  share 
when  Wellman  went  public  last  year, 
doled  out  another  2.5  million  shares 
into  the  open  market  in  the  time 
since  then,  for  as  much  as  $38  a  share, 
and  last  month  disposed  of  the  re- 
maining 4.6  million  shares  in  a  sec- 
ondary offering  at  around  $35  a  share. 
In  less  than  three  years,  then,  the  part- 
ners' $14.7  million  equity  investment 
in  Wellman  yielded  a  pretax  profit  of 
something  like  $250  million.  Not  bad 
at  all. 

Tom  Duff  and  13  other  Wellman 
officers  and  directors  stand  to  fare 
even  better.  They  bought  their  stakes 
for  under  19  cents  a  share,  and  that 
makes  Tom  Duff  a  multimillionaire. 
"It's  all  on  paper,"  he  says  happily. 
Well,  not  quite.  Over  the  past  year, 
Duff  has  sold  221,000  of  his  original 
648,000  shares  for  something  like 
$5.5  million.  ■ 


Can  you  borrow  yourself  rich?  Young  Bill 
Stoecker  seems  to  have  done  so. 


Love  those 
gullible  bankers 


By  Ralph  King  Jr. 


Imagine  a  March  afternoon,  and 
35,000  feet  in  the  air  somewhere- 
over  the  Midwest  Bill  Stoecker  is 
stretched  out  in  his  Gulfstream  jet. 
He's  the  very  picture  of  the  young 
achiever  on  the  go.  En  route  to  his 
getaway  in  Naples  on  Florida's  plati- 
num coast,  he  has  just  visited  fac- 
tories he  owns  in  Indiana  and  Ohio. 
Sipping  a  Diet  Coke,  the  31 -year-old 
financier  tells  a  Forbes  reporter  about 
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his  latest  art  purchase:  $170,000  for  a 
Turner  watercolor  landscape. 

Scarcely  a  decade  ago,  William  J. 
Stoecker  was  a  Chicago  metal  welder. 
He  wore  a  face  shield  and  bib  overalls, 
and  sparks  flew  all  about  him  as  he 
sealed  joints  at  his  family's  small 
fence  shop.  Today  Stoecker  controls 
over  25  different  manufacturing 
plants,  mainly  in  the  Midwest,  and 
employs  some  5,000  people. 

Another  yuppie-entrepreneur- 

makes-good  story?  There's  that,  but 


there's  a  twist  here.  The  Chicago  Tri- 
bune reported  a  year  ago  that  Stoecker  ■ 
had  a  net  worth  exceeding  $250  mil- 
lion and  belonged  among  The  Forbes 
Four  Hundred.  The  headline  of  its 
adoring  profile:  "The  Oak  Forest 
Whiz  Whom  Forbes  Missed." 

But  note  that  Bill  Stoecker  still 
didn't  make  our  Four  Hundred 
(Forbes,  Oct.  24).  Yes,  we  looked  into 
it.  And  we  concluded  that  with  Bill 
Stoecker  there  is  less  than  meets  the 
eye.  Far  from  being  a  centimillionaire, 
Bill  Stoecker  may  have  several  mil- 
lion or  even  no  millions  at  all.  We 
can't  be  sure.  It  depends  on  whose 
figures  you  believe. 

Whether  or  not  Stoecker  is  a  good 
manager  has  not  been  demonstrated. 
One  thing  is  clear:  He  has  an  enor- 
mous talent  for  persuading  banks  to 
lend  him  money.  And  the  banks  have 
been  willing.  The  rate  of  new  lending 
to  the  industrial  heartland  has  tripled 
since  last  year  and  is  running  75% 
faster  than  the  national  rate;  loan  offi- 
cers have  read  about  the  resurgence  of 
the  Rust  Belt.  Stoecker  got  an  early 
seat  on  this  particular  gravy  train 
with  the  help  of  lenders  such  as  Citi- 
corp, Bankers  Trust  and  NCNB. 

No  one  can  talk  up  Rust  Belt  revival 
quite  like  Bill  Stoecker.  "There's  a 
rich  little  vein  of  manufacturing  com- 
panies out  here,"  says  he.  "We  discov- 
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No  matter  how  lofty  the  financial  heights  you 
wish  to  scale,  it  pays  to  have  partners  with  their 
feet  on  the  ground. 

Which  is  why  we  draw  your  attention  to  the 
high  liquidity  and  abundant  financial  resources 
of  Republic  National  Bank. 

An  extremely  reassuring  consideration  for 
those  whose  assets  exceed  the  limits  of  federal 
deposit  insurance. 

This  strength  is  in  keeping  with  the  more 
than  century-old  conservative,  risk-averse  tradi- 
tions of  the  Safra  banking  family.  They  give  us 
the  stability  that  may  be  what  prompted 


McCarthy  Crisanti  and  Maffei,  a  unit  of  Xerox 
Corporation,  to  rank  Republic  as  the  strongest 
institution  financially  of  the  544  banks  whose 
regulatory  records  they  study  every  quarter. 

And  as  any  experienced  climber  will  tell  you, 
safety  is  paramount. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS  •  CAYMAN  ISLANDS  •  LOS  ANGELES  •  MEXICO  CITY  •  MIAMI  •  MONTREAL  •  NASSAU 

NEW  YOW  •  BUENOS  AIRES-  CARACAS  •  MONTEVIDEO  •  PUNTA  DEL  ESTE-  RIO  DE  JANEIRO  •  SANTIAGO  •  SAO  PAULO -BEIRUT 

GENEVA -GIBRALTAR -GUERNSEY-  LONDON  -LUGANO-LUXEMBOURG-  MILAN-  MONTE  CARLO-  PARIS-  HONG  KONG  ■  SINGAPORE -TOKYO 


GrabillCorp  Chairman  William  Stoecker 

Not  every  former  welder  has  bank  loans  approaching  $400  million. 


ered  them  before  middle-market  lend- 
ing became  all  the  rage.  Now  we  look 
like  geniuses." 

Let's  take  a  closer  look  at  his  "gen- 
ius." Stoecker's  operations  are  largely 


grouped  within  a  holding  company, 
Grabill  Corp.,  of  which  he  is  chair- 
man and  sole  shareholder.  Grabill 
owns  a  few  dozen  small  firms  that 
make  everything  from  aluminum  die 


castings  to  souvenir  French  Foreign 
Legion  caps.  In  August  1987  Stoecker 
broke  into  the  big  time  when  Grabill 
paid  over  $150  million  to  buy  most  of 
Fruehauf 's  aerospace  operations. 


Thking  the  time  to  do  our  homework  helps  us 
write  your  insurance  a  little  differently. 
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The  Fruehauf  deal  was  financed 
largely  with  borrowed  money — 
$147.5  million  from  Citicorp.  That 
deal  ballooned  Stoecker's  total  debt  to 
$290  million.  Pretty  impressive  for  a 
guy  who  was  earning  a  blue-collar 
wage  less  than  a  decade  ago. 

Stoecker  says  he  got  his  start  in  real 
estate,  specifically  by  nailing  down 
100%  or  more  financing  from  thrifts 
or  banks  on  foreclosed  Chicago  resi- 
dential homes,  then  rehabilitating  the 
properties  and  either  selling  them  or 
mortgaging  them  out  at  a  profit.  He 
says  he  also  profited  by  dealing  in  land 
parcels  around  fast-growing  towns  in 
Illinois  and  Arizona. 

Why  not  do  the  same  thing  in  man- 
ufacturing, what  with  the  Midwest 
economy  flat  on  its  back  in  the  early 
1980s?  Use  the  leverage  of  borrowed 
money  to  buy  undercapitalized  com- 
panies, then  fund  their  growth.  In 
mid- 1984  he  took  over  Capitol  Tech- 
nologies, a  South  Bend,  Ind.  specialty 
machine  maker,  paying  around  $5 
million  in  cash. 

Where  did  he  get  the  $5  million?  He 
says  he  used  profits  from  his  real  es- 
tate deals  to  pay  for  acquisitions.  But 
evidence  available  to  Forbes  suggests 
he  didn't  make  anything  like  that  in 
real  estate.  He  was  a  small-scale  oper- 
ator, and  for  only  a  brief  period. 

This  much  is  clear:  Within  a  year 


Capitol  Technologies'  debt  had 
jumped  from  around  $400,000  to  $5.5 
million,  while  retained  earnings  of 
over  $2  million  had  shrunk  to  under 
$350,000,  according  to  people  familiar 
with  Grabill's  internal  documents. 

Could  it  be  that  Grabill  had  actual- 
ly bought  the  company  with  its  own 
assets?  Forbes  asked  Stoecker.  Yes, 
he  finally  admitted  through  a  spokes- 
man. That  loan  had  been  secured  by 
Capitol's  assets.  He  had  put  virtually 
no  equity  into  the  deal.  By  the  end  of 
fiscal  1986,  Capitol's  debt  had  in- 
creased by  another  $1.9  million,  to 
$7.4  million. 

This  kind  of  piling  up  of  debt  on 
debt  works  as  long  as  the  underlying 
assets  and  earning  power  keep  grow- 
ing. But  nagging  questions  arose 
about  how  much  Stoecker  had  actual- 
ly improved  the  operations  he  had 
acquired.  Grabill  executives  took 
pains  to  assure  one  of  Capitol's  big- 
gest customers,  General  Motors,  that 
there  was  little  leverage  in  the  deal 
and  that  Grabill  had  as  much  staying 
power  as  the  previous  owner.  GM 
seems  to  have  bought  the  assurances. 

Stoecker  was  equally  persuasive 
with  AmeriTrust,  the  big  Cleveland- 
based  banking  company.  By  the  fall  of 
1985  he  was  deep  in  loan  negotiations 
with  AmeriTrust.  Stoecker  insisted 
that  Grabill  had  virtually  no  debt  and 


that  the  operating  performance  of 
Grabill  acquisitions  had  zoomed  un- 
der his  management.  AmeriTrust 
agreed  to  lend  Grabill  $15  million. 

Were  the  operations  really  improv- 
ing and  the  assets  growing  enough  in 
value  to  support  this  kind  of  borrow- 
ing? Perhaps  not.  Knowledgeable 
sources  say  Grabill's  internal  records 
flatly  contradict  the  company's  asser- 
tions about  debt  levels  and  earnings 
gains,  showing  that  its  long-  and 
short-term  debt  had  already  reached 
$15  million  by  June  1985,  and  that 
retained  earnings  declined  by  $2.5 
million  during  the  1985  fiscal  year 
and  by  another  $3.7  million  in  1986. 

In  less  than  a  year  AmeriTrust  got 
worried.  Stoecker  continually  failed 
to  hand  over  audited  financial  state- 
ments that  he  had  promised  to  pro- 
duce when  the  loan  was  made.  Ameri- 
Trust took  steps  to  end  the  relation- 
ship as  quickly  as  possible,  but  never 
mind.  Stoecker  by  then  was  in  talks 
with  Charlotte-based  NCNB  anyway, 
and  he  eventually  borrowed  $45  mil- 
lion. The  money  helped  pay  for  more 
acquisitions,  possibly  including  Mid- 
west Stamping  &  Manufacturing  and 
Aallied  Die  Casting. 

By  mid- 198 7  Stoecker  had  asked 
the  investment  banking  firm  Salo- 
mon Brothers  to  raise  his  grandest 
sum  of  all,  $150  million,  through  a 
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THE  ZULUS  AND 
ELECTRONIC  WARFARE 

under  Lord  Chelmsford  invaded  Zululand  in  soutr 
Africa  to  claim  it  as  Crown  property.  The  camp? 
was  expected  to  be  over  before  the  month  was  o 

But  the  Zulus  proved  to  be  no  walkovers. 

Among  their  many  military  talents  was  their 
of  deception.  One  trick  was  for  an  impi  [the  equiva 
of  a  division)  to  condense  its  formations  so  the  em 
could  not  count  its  regiments.  Another  was  to  r 
small,  diversionary  groups  of  soldiers  drive  herd 
cattle  around  the  countryside,  raising  dust  and  de 
ing  the  enemy  as  to  the  location  of  the  main  Zulu  ft 


The  Battle  of  Isandhlwana.  Charles  Fnpp.  1885.  The  National  Army  Museum,  London 


- 


Utilizing  such  deceptive  tactics,  the  Zulus  misled 
Imsford  into  splitting  his  army  and  taking  half  of 
a  wild  goose  chase  to  the  southeast. 
Meanwhile,  from  the  north,  the  main  Zulu  impi 
D,000  attacked  the  remainder  of  the  English  force 
<ed  at  the  base  camp  at  Isandhlwana.  The  sur- 
3  was  complete.  The  British  were  massacred.  And 
Imsford,  hearing  of  the  disaster,  retreated  to  Natal. 
The  Zulus  were  applying  a  timeless  principle  of 
:are.  Deception.  A  sin  in  everyday  life,  in  time  of 
a  virtue.  In  the  late  20th  century  it  has  become 
ntial. 

Nowadays,  the  primary  medium  of  this  realm  of 
are  is  electronic.  Planes,  tanks,  ships,  helicopters 
ave  electronic  means  of  finding  the  enemy  or  pre- 


venting him  from  finding  them.  Modern  battle  now, 
more  than  ever,  favors  the  side  with  the  most  effective 
electronic  technology. 

While  the  Zulus  used  deception  to  help  them  win 
a  battle,  that  tactic  is  now  interwoven  into  every  aspect 
of  defense.  From  the  movement  and  intentions  of  vast 
forces,  down  to  individual  encounters  between  aircraft 
or  tanks,  electronic  deception  is  decisive. 

But  beyond  this,  electronic  technology  becomes 
decisive  on  the  grand  strategic  level.  For  it  is  part  of 
the  deterrence  that  compels  potential  enemies  to  find 
ways  to  be  friends. 
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"mation  about  how 
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es  can  help  your  business, 
L-800-MR-BOWES, 
782. 


loan  syndication.  With  that  money  he 
planned  to  replace  existing  debt  and 
use  the  rest  for  acquisitions. 

Stoecker  gave  Salomon  figures 
claiming  that,  based  on  his  estimates 
of  earnings,  sales  and  assets,  his  com- 
panies would  be  worth  $219  million 
in  the  market.  The  numbers  were  a 
jumble.  Some  were  audited,  some  not, 
some  from  accounting  firms,  some 
from  his  own  staff. 

Salomon's  loan  committee  was  not 
impressed.  It  asked  Stoecker  for  more 
information  and  more  solid  numbers. 
Stoecker  did  not  supply  them — and 
with  apparent  good  reason.  Forbes 
has  learned  that  Stoecker  was  greatly 
overstating  the  improvements  he 
claims  to  have  made  in  some  of  the 
companies  he  bought.  Applying  a 
multiple  to  those  inflated  gains,  he 
came  up  with  high  valuation  figures. 

People  with  firsthand 
knowledge  of  Grabill's 
books  provided  Forbes 
with  fiscal  1987  internal 
sales  and  profit  data  for 
five  subsidiaries.  Each 
was  sharply  lower  than 
the  figures  Stoecker  had 
supplied  to  Salomon.  For 
example,  Detroit  Armor, 
a  manufacturer  of  rifle 
ranges,  booked  sales  of 
$5.1  million  and  an  oper- 
ating loss,  but  in  the  fig- 
ures submitted  to  Salo- 
mon that  turned  into 
$10.7   million   in   sales 

and  a  $960,000  operating     

gain.  In  another  example,  Capitol 
Technologies  internally  reported  fis- 
cal 1986  revenues  of  $11.65  million 
and  an  operating  profit  of  $2.6  mil- 
lion; in  the  figures  given  to  Salomon 
Brothers,  the  revenues  expanded  to 
$22.78  million  and  the  profit  to  $4.16 
million.  A  Grabill  spokesman  says 
"standard  accounting  differences"  are 
the  reason  for  this  but  declined  to 
elaborate  further. 

Forbes,  however,  estimates  that 
with  all  its  debt  and  with  operations 
less  successful  than  Stoecker  claimed, 
Grabill  was  running  a  sizable  negative 
cash  flow  in  fiscal  1986.  Says  one  in- 
sider of  Grabill's  accounting  prac- 
tices: "Bookkeepers  would  get  entries 
and  weren't  told  what  they  were  for. 
They  were  told,  'Just  book  it.'  " 

Stoecker  says  fiscal  1988  figures 
(ending  June  30)  will  once  again  show 
substantial  gains  overall,  but  he  has 
no  audited  figures  yet  to  prove  it. 

Skeptical  of  his  numbers,  Salomon 
wanted  more  information  than 
Stoecker  submitted.  None  was  forth- 
coming. The  negotiations  stalled. 

So  what?  Taking  the  figures  that 


Stoecker  in  1975 

Did  Forbes   miss   the 

"Oak  Forest  Whiz"? 


Salomon  had  rejected  as  unconvinc- 
ing, Stoecker  handed  them  to  La- 
venthol  &  Horwath,  telling  the  big 
accounting  firm  to  use  the  same  fig- 
ures he  had  handed  Salomon  as  the 
basis  for  preparing  a  personal  balance 
sheet  for  him.  This  mixture  of  audited 
and  unaudited  numbers  showed  a  net 
worth  for  Stoecker  in  mid-1987  of 
$332  million.  Even  though  Salomon 
would  not  vouch  for  the  figures,  La- 
venthol  accepted  them  as  the  basis  for 
its  estimates. 

In  turn,  additional  documents  pre- 
pared by  Laventhol  impressed  Boston- 
based  Bank  of  New  England,  which 
recently  had  opened  a  Chicago  lend- 
ing office  to  make  loans  in  the  reviv- 
ing Rust  Belt.  The  Bank  of  New  En- 
gland lent  Grabill  $150  million  last 
summer,  and  required  no  collateral  at 
all  because  of  Grabill's  apparent  fi- 
nancial strength. 
Stoecker  used  the  mon- 
ey to  retire  certain  cor- 
porate debt  and  to  light- 
en his  personal  debt 
load.  Soon  after,  Grabill 
snapped  up  Douglas  Dy- 
namics, a  Milwaukee- 
based  maker  of  snow- 
plows,  for  $100  million. 
With  the  Fruehauf  di- 
vision and  Douglas  Dy- 
namics, Stoecker  is  now 
running  companies  that 
he  claims  have  revenues 
exceeding  $500  million. 
With  debt  approaching 
$400  million,  unless 
these  companies  are  immensely  prof- 
itable— which  is  unlikely  given  the 
nature  of  the  businesses — it  is  hard  to 
see  how  Grabill  can  service  that  debt 
and  still  have  much  left  over.  Espe- 
cially so  since  evidence  suggests  that 
Stoecker's  companies  don't  always  do 
as  well  as  he  says  they  do. 

What's  Stoecker's  net  worth?  Who 
can  tell,  considering  that  his  fortune 
is  largely  tied  up  in  Grabill  and  its 
profits  and  sales  figures  vary  widely 
from  one  document  to  the  next.  His 
realistic  net  worth  is  probably  a  mere 
fraction  of  what  he  claims. 

Stoecker  does  profess  to  own  com- 
panies outside  Grabill  that  he  says 
rang  up  another  $250  million  in  reve- 
nues in  fiscal  1988.  He  rattled  off 
some  names  for  Forbes  but  wouldn't 
tell  us  where  the  companies  were  lo- 
cated or  what  they  did  for  a  living.  We 
could  locate  none  of  them. 

Bill  Stoecker  says  of  his  mode  of 
operation:  "It's  like  a  chess  game.  The 
more  complex  it  is,  the  more  I  like  it." 
And  the  more  complex  it  becomes, 
the  easier,  apparently,  to  persuade 
banks  to  lend  big  money.  ■ 


83 


HOW  WE  SEE  THE 
TAX  REFORM  PROBLEM. 


It's  not  the  first  bump  in  the  road.  And  it's  certainly 
not  the  last 

At  the  CIGNA  companies,  our  financial  planning 
doesn't  begin  or  end  with  the  most  recent  changes 
in  the  tax  law.  Not  because  we  think  they're  insignifi- 
cant. But  because  we  know  they  must  be  looked  at 
in  the  context  of  an  entire  financial  plan, 
ng-term  plan. 
A  plan  that's  designed  not  only  for  today.  But  also 
for  many  years  down  the  road  from  today. 

vhy  before  we  look  at  possible  solutions. 
•  at  you.  Your  present  needs.  And  your 
its.  Because  we  know  it's  only  then  that  we 
mine  whether  your  needs  require  asset 


accumulation,  tax  planning,  fringe  benefit  planning, 
business  continuity  or  estate  planning. 

And  because  we  work  with  you  and  your  advisors, 
we're  able  to  map  out  a  plan  that  works  for  your  par- 
ticular needs. 

To  find  out  how  our  approach  to  financial  planning 
could  benefit  you,  please  write  us  at  CIGNA  Compa- 
nies, Department  R13,  One  Logan  Square,  Philadelphia 
Pennsylvania  19103. 

Financial  planning  that  takes  into  account  all  of 
life's  little  ups  and  downs. 

It's  just  one  more  example 
of  CIGNA's  commitment  to 
personalized  service. 


CIGNA 


Election  rhetoric  aside,  what  is  the  economic  bottom  line  of  the 
Reagan  Administration?  Here's  an  analysis — in  words  and  pic- 
tures— that  shatters  some  myths  and  puts  things  in  perspective. 

Is  the  Reagan 
prosperity  for  real? 


By  Peter  Brimelow  with  Lisa  Scheer 


T|  here  are  lies,  damned  lies  and  statistics,  said  British 
Prime  Minister  Benjamin  Disraeli.  Many  American 
voters  would  heartily  endorse  his  sentiment  in  this 
year  of  electoral  econobabble. 

Fortunately,  there  are  also  charts.  While  it  is  not  abso- 
lutely true  that  charts  and  cameras  cannot  he,  pictures  can 
instantly  tell  a  story  that,  if  laid  out  in  words  and  numbers, 
might  cause  the  brain  to  balk. 
In  this  helpful  spirit,  Forbes  offers  the  following  chart 


portfolio.  It  is  designed  to  answer  the  important  question  of 
how  the  American  economy  has  performed  during  the 
Reagan  era,  and  to  shed  light  on  various  popular  perceptions 
and  myths.  It  does  this  by  placing  various  economic  issues  in 
visual  perspective — whether  over  time,  compared  with  the 
overall  economy,  or  by  international  standards. 

What  these  charts  omit  is  perhaps  equally  significant. 
For  example,  the  inflation  and  unemployment  rates  have 
played  central  roles  in  other  election  controversies.  But 
not  this  year — no  doubt  because  inflation  and  unemploy- 
ment are  low  in  terms  of  recent  history. 
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Why  did  the  federal  deficit  increase  during  the  Reagan  years? 

Tlhe  answer  is  instantly  obvious 
from  this  chart:  Tax  revenues  were 
not  significantly  cut — spending  rose. 
Total  federal  government  receipts 
were  19.4%  of  GNP  in  1980,  and  they 
are  expected  to  be  19.3%  in  1988, 
toward  the  high  end  of  their  historic 
range.  But  federal  spending  reached  a 
peacetime  peak  of  24.3%  of  GNP  in  the 
postrecession  year  of  1983  and  will 
probably  still  be  about  22.4%  in  1988. 
Despite  the  alleged  Stockman  slashes, 
federal  spending  remains  above  its 
1946-80  levels  even  though  there's  no 
Korean  or  Vietnam  war  going  on.  Rea- 
gan has  not  decisively  reversed  the  drift 
to  bigger  federal  government  that 
emerged  in  the  mid-1970s. 

Note  that  despite  all  the  hoopla 
about  tax  cuts,  federal  revenue  from 
taxes  on  individual  income  is  still  un- 
dulating gracefully  in  its  post-World 
War  II  range  of  8%  to  9%  of  GNP. 
Income  tax  revenue  did  briefly  swell 
up  to  9.6%  of  GNP  in  the  pre-tax-cut 
year  of  1981  because  of  "bracket 
creep" — unlegislated  tax  increases  as 
inflation  propelled  millions  into  high- 
er tax  brackets  without  increasing 
their  purchasing  power.  But  this  level 
of  income  tax  revenues  was  excep- 
tional, the  highest  since  1944. 

(Not  shown  on  this  chart,  some  of 
the  increased  federal  revenue  has  come 
from  increased  Social  Security  taxes 
and  contributions.  In  1988  these  were 
running  at  an  estimated  7%  of  GNP, 


more  than  a  percentage  point  above 
late  1970s  levels  and  more  than  two 
points  above  1960s  levels.  President 
Reagan's  supply-side  advisers  would 
view  this  distribution  of  taxation  as 
economically  preferable  since  it  avoids 
what  they  argue  are  the  disincentive 
effects  of  a  progressive  income  tax.) 

Defense  spending,  which  includes 
pensions  and  benefits  to  retirees,  is 
not  the  key  factor  in  federal  expendi- 
ture growth:  It  has  indeed  risen  post- 
Carter  as  a  percentage  of  GNP,  but  it 
remains  far  below  its  Eisenhower- 
Kennedy  peacetime  peaks. 

So  what  about  those  Reagan  defi- 
cits? Measured  against  GNP,  they  are 
broadly  comparable  to  the  deficits  of 


the  Depression.  But  of  course  they  are 
nowhere  near  as  large  relative  to  the 
federal  budget,  since  the  federal  gov- 
ernment was  so  much  smaller  in  the 
1930s.  And  neither  set  of  deficits  is 
anywhere  close  to  those  run  during 
World  War  II,  which  peaked  at  31.6% 
of  GNP  in  1943. 

Placing  the  federal  deficits  in  the 
context  of  overall  GNP  reduces  them 
to  scale.  Thus  in  1988,  when  the  fed- 
eral deficit-to-GNP  ratio  is  expected 
to  be  3. 1  %,  GNP  itself  seems  likely  to 
grow  about  4%  and  inflation  is  run- 
ning at  4.1%.  So,  if  federal  spending 
were  merely  held  constant  in  nominal 
terms  for  just  over  two  years,  the  defi- 
cit could  be  wiped  out. 


FORBES,  OCTOBER  31,  1988 


85 


is  the  deficit  problem? 


HUr     □  Japan    □  W.  Germany    D  France'      QU.K."    D  Italy*    ■  Canada* 


+  Z% 


-2 


-10 


iJ.S.  genet  J  government  surplus  and  deficit  (%  of  GNP/GDP) 


_l_ 


J_ 


_1_ 


_1_ 


J_ 


_l_ 


_1_ 


'70  '75 

*  Expressed  as  percent  of  GDP 


•80 


'85 


'87 
Source:  OECD 


Tlhe  U.S.  federal  deficit  alone  is  a 
misleading  number.  In  many  coun- 
tries, central  governments  perform 
many  functions,  such  as  education, 
that  in  the  U.S.  are  devolved  to  the 
state  and  local  levels.  To  get  a  true 
picture  of  the   deficit   problem,    all 


these  levels  should  be  added  together 
to  produce  the  "general  government" 
budget.  Since  state  and  local  govern- 
ments tend  to  run  surpluses,  the  U.S. 
general  government  budget  can  be  in 
balance  overall  even  with  a  deficit  at 
the  federal  level. 


Which  has  happened  as  recently  as 
1978  (see  chart).  This  was  a  sharp  re- 
covery from  1975,  when  the  general 
government  deficit  of  4.1%  of  GNP 
was  noticeably  higher  than  the  peak 
Reagan  general  government  deficit  of 
3.8%  in  1983.  Even  as  far  back  as 
1958 — not  shown — the  U.S.  general 
government  deficit  reached  2.8%  be- 
fore rebounding  to  a  surplus  in  1960. 

And  despite  continual  loud  har- 
rumphs  of  disapproval  from  the  other 
major  industrialized  countries,  the 
U.S.  general  government  deficit  rela- 
tive to  GNP  does  not  actually  appear 
to  be  much  out  of  line  with  their  own 
performances — even  if  you're  skepti- 
cal of  Italian  government  statistics. 

It's  also  instructive  to  look  at  these 
other  countries  over  time  (not  shown 
on  the  chart).  The  Germans  ran  defi- 
cits above  3%  of  GNP  in  the  mid- 
1970s  and  again  in  the  early  1980s, 
reaching  5.7%  of  GNP  in  1975.  The 
Japanese  had  a  similar  experience  in 
the  late  1970s,  peaking  at  5.5%  in 
1978.  The  U.K.  deficit  was  3.9%  in 
1984.  Canadian  deficits  exceeded  5% 
of  GNP  for  five  straight  years  from 
1982,  peaking  at  7.0%  in  1985. 

And  the  Italian  deficit  reached 
12.3%  of  GNP  in  1985.  But.  .  .  . 
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Has  the  government  role  in  the  U.S.  economy  been  reduced? 

Tlhis  chart's  message  is  stark:  Far 
from  being  rolled  back  during  the 
Reagan  era,  government  spending  ap- 
pears to  have  consolidated  its  share  of 
GNP  at  a  point  even  higher  than  the 
gains  it  achieved  in  the  Carter  years. 
In  1986,  the  last  year  available,  it 
amounted  to  a  record  36.9%. 

This  is  an  important  unreported 
story.  There  has  been  a  very  modest 
reduction  in  the  federal  government's 
share  of  GNP  since  the  peak  year  of 
1983,  although  it  is  still  higher  than 
in  1980.  But  this  reduction  has  been 
more  than  counterbalanced  by  growth 
in  state  and  local  spending. 

Of  course,  the  total  government 
role  in  the  U.S.  economy  is  still  low 
compared  to  the  situation  in  most 
other  industrialized  economies.  In 
1986  government  in  the  welfare  states 
oi  Western  Europe  took  as  much  as 
46.6%  (Germany),  to  say  nothing  of 
Jtalv's  50.5%.  But  government  in  Ja- 
takes  significantly  less  than  in 
(33.1%). 

'     should  perhaps  be  noted 

•ne  formidable   Margaret 

n't  made  much  headway 

irnment  share  of  GNP 

in  (.At  46.2%  in  1986,  it  was 


60% 


50 


4(1 


30 


20 


10 


_L 


-I- 


-1- 


J_ 


_L 


J l_ 


'66  '70 

•  Expressed  as  percent  of  GDP.  tl985. 


'75 


'80 


'85        '86 
Source:  OECD 


only  slightly  below  its  peak  of  48%, 
which  it  reached  in  the  high-unem- 
ployment year  of  1984. 

This  chart  makes  something  else 
clear:  New  spending  programs  in 
Washington  would  not  be  a  mere  mat- 


ter of  restoring  cuts  in  government 
expenditure  made  during  the  Reagan 
era.  They  would  boldly  expand  the 
government  share  of  U.S.  GNP  into 
territory  where  no  politician  has  been 
except  in  time  of  war. 
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How  burdensome  is  the  U.S.  national  debt? 
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Gross  federal  debt — the  "national 
debt" — has  more  than  doubled  in 
the  Reagan  years,  to  a  mind-boggling 
$2.6  trillion. 

Charting  the  national  debt  relative 
to  GNP  over  time  unboggles  the  mind 
to  some  extent.  Because,  whereas  the 
debt  ratio  has  risen,  from  34.2%  in 
1980  to  an  estimated  54.9%  in  1988, 
it's  still  only  in  the  range  experienced 
during  the  Kennedy  Administration. 
And  of  course  it's  far  lower  than  the 
levels  reached  during  and  immediately 
after  World  War  II,  when  national  debt 
peaked  at  127.3%  of  GNP  in  1946. 


The  fact  is  that  national  debt  rela- 
tive to  GNP  goes  both  up  and  down.  It 
has  already  done  this  several  times  in 
U.S.  history.  The  national  debt  ratio 
reached  peaks  of  26%  in  the  1870s, 
after  the  Civil  War,  and  about  30% 
after  World  War  I.  Subsequently,  it 
was  reduced  to  lows  of  2%  in  1916 
and  16%  on  the  eve  of  the  Depression. 

And  it  should  be  noted  that  the 
steady  decline  in  the  national  debt 
ratio  after  1946  is  not  entirely  an  indi- 
cator of  economic  virtue.  The  ratio 
can  be  reduced  in  three  principal 
ways:   The  federal  government  can 


run  surpluses;  the  economy  can  grow 
faster  than  federal  government  defi- 
cits— or  inflation  can  reduce  the  real 
value  of  debt  denominated  in  nominal 
terms.  Increasingly  after  World  War 
II,  the  third  method  was  employed. 

Maybe  this  will  be  a  consolation  if 
inflation  returns. 

Despite  the  recent  expansion  of  the 
U.S.  national  debt,  the  international 
comparison  chart  reveals  it  is  still  not 
particularly  out  of  line  with  those  of 
other  major  industrialized  economies. 
Nor  has  its  growth  (see  chart,  above 
right)  been  exceptionally  fast. 
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Is  the  Reagan  prosperity  just  a  matter  of  borrowing  from  foreigners? 

The  U.S.  government,  at  least,  has 
not  financed  itself  in  the  Reagan 
years  by  unusual  borrowing  abroad. 
The  proportion  of  the  national  debt 
held  by  foreigners  is  lower  now  than  it 
was  under  President  Carter. 

The  U.S.  government  is  arguably  in 
a  uniquely  strong  position  vis-a-vis 
foreign  creditors:  Its  foreign  debt  is 
denominated  in  its  own  currency,  so 
that  it  can  always  be  inflated  away. 
Still,  for  what  it's  worth,  it  appears 
that  at  least  some  of  the  governments 
of  the  other  industrialized  countries 
have  financed  themselves  with  for- 
eign debt  to  about  the  same  extent  as 
the  U.S.  West  Germany  has  20.8%  of 
its  government  debt  held  by  foreign- 
ers; Canada  some  14.7%. 

Foreign  loans  to  the  U.S.  private 
sector  (not  shown)  are  the  result  of  a 
market  process,  with  the  domestic 
borrower  judging  his  ability  to  repay 
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and  the  foreign  creditor  taking  the 
risk.  By  contrast,  government  obliga- 
tions are  assumed  as  the  result  of  a 
political  rather  than  an  economic  de- 
cision. Foreign  loans  to  the  U.S.  pri- 
vate sector  did  rise  to  4.48%  of  GNP 


in  1986,  up  from  1.3%  in  1980  and  an 
acceleration  of  a  rising  trend  stretch- 
ing back  to  the  1960s.  But  foreign 
loans  remain  a  small  fraction  of  total 
U.S.  private  sector  debt,  which 
1987  amounted  to  124%  of  GNP. 
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What  about  the  trade  deficit? 
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Because  the  world  no  longer  has 
fixed  exchange  rates,  worrying 
about  the  trade  deficit  appears  at  first 
to  be  rather  paradoxical.  After  all,  in- 
flows, outflows  and  the  floating  ex- 
change rate  must  equilibrate  by  defi- 
nition. And  central  governments  no 
longer  have  to  be  concerned  that  the 
reserves  they  needed  to  defend  their 
currencies'  value  are  being  eroded. 

Still,  the  trade  deficit  relative  to 
GNP  appears  here  by  popular  de- 
mand— the     media     have     made     a 


mighty  issue  of  it.  And  it  does  show  a 
Reagan  number  that  is  actually  out  of 
line  with  U.S.  post-World  War  II 
norms.  The  1987  deficit  was  3.6%  of 
GNP;  estimate  for  1988,  2.9%. 

The  U.S.  has  the  largest  trade  defi- 
cit of  the  major  industrialized  coun- 
tries, although  booming  Britain  has 
also  developed  a  substantial  deficit, 
running  at  2.5%  of  GNP  in  1987.  In 
other  respects,  however,  international 
experience  is  comforting.  It  teaches 
that  trade  deficits  come  and  go.  Japan 


regularly  ran  merchandise  trade  defi- 
cits from  the  end  of  WWII  to  1963 — at 
times  up  to  1  %  of  GNP — before  turn- 
ing the  trade  balance  positive  and  be- 
coming the  Japan  we  know  and  love 
today.  South  Korea  has  since  followed 
a  similar  pattern.  It  may  be  that 
Americans  have  not  had  enough  expe- 
rience of  what  it  feels  like  to  be  in- 
volved in  international  trade.  Total 
U.S.  merchandise  trade  was  14.7%  of 
GNP  in  1987,  almost  double  the  lev- 
els of  20  years  earlier. 


Okay,  but  what  about  private  debt — consumer  and  corporate? 


The  number  that  has  gotten  most 
out  of  line  in  the  Reagan  years  is 
debt.  However,  shown  here  relative  to 
GNP  as  far  back  as  Federal  Rcscivl 
Board  numbers  go,  the  trend  looks 
slightly  less  alarming.  The  debt  build- 
up also  seems  to  predate  Reagan,  be- 
ginning in  the  mid-1970s. 

In  principle,  market  forces  should 
determine    the   appropriate    level    of 
debt  tor  the  U.S  economy.  This  is 
what  happens  for  individual   indus- 
tries, whose  levels  of  leverage  vary 
widely  and  fluctuate  over  time.  And 
some  observers  argue  strongly  that 
what  is  now  going  on  in  the  U.S.  econ- 
omy   overall    is    nothing    to    worry 
!  hey  ->ay  debt  is  not  excessive 
e  to  other  measures,  such  as 
orporate  equity  and  cor- 
<sli  tlow,  or  when  allowance 
tnuncial   innovation — 
lebt  today  is  "sccuri- 
- .  ged  and  sold  in   the 
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public  marketplace,  and  hence  is  less 
of  an  open-ended  threat  to  the  issuer's 
financial  health.  Furthermore,  Japa- 
nese and  West  German  corporations 


are  said  to  be  far  more  leveraged  than 
their  American  counterparts. 

Still,  the  debt  question  clearly  mer- 
its further,  calm,  investigation. 
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Did  Reagan  slash  marginal  tax  rates  on  individual  income? 


Cutting  marginal  tax  rates — the 
rates  levied  on  each  additional 
dollar  earned  by  a  taxpayer — was  the 
core  of  the  Reagan  program.  And  the 
chart  shows  that  he  achieved  his  goal. 
(State  and  local  income  taxes,  of 
course,  were  not  affected.) 

But  the  chart  also  shows  how  sharp- 
ly the  marginal  tax  rates  faced  by 
Americans  were  in  effect  being  raised 
automatically  through  bracket  creep 
as  inflation  worsened  in  the  1970s. 
This  year,  after  the  Reagan  reforms,  a 
family  of  four  with  a  median  income 
($37,482)  faces  a  marginal  rate  of  15%, 
the  lowest  in  at  least  three  decades. 
But  the  same  family  with  twice  the 
median  income  ($74,964)  is  not  so 
fortunate:  After  the  Reagan  tax  cuts, 
this  higher-income  family  will  face  a 
marginal  rate  of  28% — which  gets 
them  back  only  to  the  early  1970s. 

Note  that  the  total  amount  of  tax 
paid  by  these  families — the  average 
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tax  on  their  income — is  also  affected 
by  the  elimination  of  many  tax  deduc- 
tions. It  may  even  have  risen,  one 
reason  income  tax  receipts  still  com- 


pose 8%  to  9%  of  GNP.  (See first  chart) 

However,    at   least   bracket   creep 

won't  be  coming  back:  Reagan  also 

indexed  the  tax  code  against  inflation. 


Has  the  economy  been  sweepingly  deregulated? 
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The  extent  and  effectiveness  of  gov- 
ernment regulation  of  the  econo- 
my is  of  course  inherently  difficult  to 
measure.  But  one  accepted  way  is  to 
count  the  number  of  pages  in  the  Fed- 
eral Register,  which  records  all  rules 
and  notices  issued  by  federal  agencies. 
This  is  supposed  to  be  a  proxy  for  the 
intensity  of  regulatory  activity  from 


year  to  year. 

Clearly  visible  in  this  chart  is  the 
flurry  of  activity  associated  with 
World  War  II — and  the  tidal  wave  of 
regulation  under  Presidents  Nixon, 
Ford  and  Carter  in  the  1970s.  The 
Reagan  years  do  seem  to  have  brought 
an  ebbing,  although  things  have  basi- 
cally churned  since  1984.  But  note 


that,  at  least  as  measured  by  pages  in 
the  Federal  Register,  there  appears  to 
be  about  as  much  regulation  going  on 
in  the  economy  as  in  1975. 

Another  approach,  adopted  by  the 
Center  for  the  Study  of  American 
Business,  at  Washington  University 
in  St.  Louis,  is  to  track  the  adminis- 
trative costs  of  regulatory  agencies. 
The  theory  is  that,  since  the  regula- 
tors are  presumably  not  just  sitting 
there,  money  spent  to  support  them 
reflects  regulatory  impact  in  the  econ- 
omy as  a  whole. 

This  measure  shows  an  even  small- 
er reduction  in  regulation.  Relative  to 
GNP,  the  rise  in  regulatory  spending 
was  halted  and  even  reversed  until 
1983.  After  that,  it  kept  pace  with 
GNP  growth,  which  is  currently  esti- 
mated at  4% . 

In  real  terms — not  shown — regula- 
tory spending  first  decreased  and  then 
began  to  recover  after  1983  at  a  rate 
comparable  with  the  Carter  years. 
The  startling  result:  By  1987  Reagan 
Administration  regulatory  spending 
was  higher  than  at  the  end  of  the 
Carter  Administration.  Regulatory 
staffing  levels,  also  not  shown,  fol- 
lowed a  similar  path,  although  their 
recovery  to  Carter  highs  is  not  yet 
complete. 

A  popular  book  on  Reagan  Era  de- 
regulation described  it  as  "the  dis- 
mantling of  America."  On  the  evi- 
dence of  this  chart,  America  has  sur- 
vived. Or  at  least  the  federal 
regulatory  apparatus  has. 
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Is  the  Reagan  economic  recovery  living  on  borrowed  time? 


Real  GN  :ions 
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Source.  Department  of  Commerce 


The  Reagan  expansion  has  been  of 
much  advertised  length.  But  it  has 
only  just  repaired  the  damage  of  the 
1982  recession.  Between  1952  and 
1981,  the  U.S.  economy  grew  at  an 
average  rate  of  just  under  3%.  The 
rebound  since  the  bottom  of  the  1982 


recession  has  seen  a  faster-than-aver- 
age  pace  of  growth.  This  has  finally 
managed  to  get  the  economy  back  up 
to  the  point  where  it  would  have  been 
had  the  recession  not  occurred  and 
the  long-term  trend  continued. 
Of    course,     the    U.S.     long-term 


growth  trend  is  in  itself  remarkable. 
And  there  may  now  be  presumably 
fewer  of  the  imbalances  associated 
with  excessive  growth  spurts.  The 
economy  can  hardly  regress  to  the 
mean  when  it  is  on  the  mean  to  be- 
gin with. 


What's  the  economic  bottom  line  on  the  Reagan  years? 


On  the  basis  of  these  charts,  it  seems  safe  to  conclude 
that  the  prosperity  is  not  hollow — or  at  least  not  much 
more  so  than  previous  post-World  War  II  expansions.  The 
economic  phenomena  charted  here  are  not  radically  out  of 
line  with  both  past  experience  and  international  compari- 
sons— with  the  debatable 
exception  of  private-sec- 
tor debt,  which  has  little 
to   do    with   government 
policy. 

Whether  the  stagflation 
Reagan  found  on  taking 
office  was  sufficiently  se- 
nouj  to  merit  running  De- 
pression-level deficits  is, 
perhaps,  ultimately  a  mat- 
ter of  ludgment.  In  Brit- 
ain, Margaret  Thatcher 
dealt  with  a  similar  situa- 
tion without  quite  such 
heavy  recou:  ticits 

(although  they  were  closer 
to  U.S.  levels  tha 
erally  realized).  In  the 
American  political 
tern,  without  Mrs.  That- 
cher's total  control  ot  the 
legislative  branch  for  five 
years  before  any  election, 
this  would  probably  have 
spelled  suicide. 

In  retrospect,  the  Rea- 
gan Administration  was  a 
conservative      revolution 


in  a  very  specific  sense.  It  was  more  cautious,  seen  in 
perspective,  than  either  friends  or  foes  appreciated.  Its 
achievements  were  not  so  much  what  it  actually  did,  but 
what  it  prevented  from  happening. 
In  the  final  years  of  the  Carter  Administration,  there 

were  powerful  trends  at 
work  in  the  economy, 
ranging  from  bracket 
creep  to  rising  federal 
spending.  During  the  Rea- 
gan Administration,  these 
trends  have  to  some  ex- 
tent been  slowed,  stopped 
and  even — in  the  case  of 
federal  spending  only  re- 
cently— reversed. 

In  addition,  of  course, 
Reagan  presided  over  a 
very  strong  expansion 
that,  unlike  the  1970s,  has 
not  been  accompanied  by 
rising  inflation. 

There  was  a  price  to  all 
this.  Reagan  accepted  a  re- 
cession in  1982  and  also 
the  notable,  if  not  unprec- 
edented, developments 
outlined  in  the  charts. 

Any  future  President 
will  have  to  decide  if  this 
price  is  worthwhile — and 
whether  the  trends  Rea- 
gan opposed  are  to  reverse 
or  resume.  ■ 
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Just  a  few 

months  ago 

computers  this  powerful 

were  tracking 
planetary  movements, 

pondering 
quantum  physics 

and  building 
rockets. 
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are  of  business,  too. 


Introducing  the  COMPAQ  DESKPRO  386/20e.  20-MHz  386  performance 
designed  to  fit  the  increasingly  sophisticated  needs  of  286  users. 
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People  who  work  with  386  personal  computers 
used  to  be  called  rocket  scientists.  Now  they're 
also  called  accountants,  engi-  ^^^^^^ 
oeers,  managers  and  CEO's. 
Thanks  to  the  new  COMPAQ 
DESKPRO  386/20e. 

It  delivers  386  power  to 
people  whose  demanding  needs 
have  outgrown  the  capabilities  of 
their  286  PC's.  Better 
yet,  it  packs  all 
this  power 
into  a  design  that  fits  neatly  on 
your  credenza. 

Start  with  speed.  Every- 
thing in  the  new  COMPAQ 
DESKPRO  386/20e  is  optimized  to  go  faster. 

Its  20-MHz  Intel  386™  microprocessor  with 
cache  memory  is  surrounded  by  the  exclusive 
COMPAQ  Flexible  Advanced  Systems  (Flex)  Ar- 
chitecture. This  high-speed  combination  runs  the 
world's  largest  library  of  software 
25%  faster  than  non-cache  20 
MHz  386-based  PC's.  And 
50%  faster  than  non-cache 
16-MHz  386-based  PC's. 

Its  optimized  32-bit  de- 
sign also  enables  you  to  take  full 
advantage  of  powerful  386  software  and 


High-speed  VGA  graphics  are  built  in. 


You're  in 

business  with  a 

AHz  386  microprocessor. 


Choose  5'W  and  3'k"  diskette  drives 


multitasking  operating  systems  such  as  Microsoft* 
Windows/386,  MS8  OS/2,  XENIX*  and  UNIX 

You'll  find  that  a  long  list  of 
high-performance  features  is  built 
in.  One  megabyte  of  memory. 
Sharp,  high-speed  VGA  graphics. 
Support  for  5V4"  and  3V2"  diskette 
drives.  And  standard  interfaces 
to  connect  a  printer,  mouse  and 
communications  devices. 

Of  course  you  have  growth 
potential.  Five  expansion  slots  are 
available:  four  for  a  network  card,  mainframe 
communications  board,  modem  or  other  devices, 
and  one  high-speed  32-bit  slot  that  allows  you  to 
expand  memory  up  to  16  megabytes. 

You  have  options,  too.  There's  room  to  add 
two  high-speed  fixed  disk  drives,  with  110  or  40 
megabytes  of  storage.  You  can 
choose  a  135-  or  40-megabyte 
tape  backup.  Or  match 
the  number-crunching 
power  of  a  dedi- 
cated engineering 
workstation  by  adding  a  powerful 
387™  or  Weitek  3167  coprocessor. 

With  its  integrated  design  and  per 
formance,  the  COMPAQ  DESKPRO  386/20e 
represents  the  ultimate  space  vehicle. 


Standard 
interfaces  are  on  board. 


comma 


it  simply  works  better. 


Compaq  makes 

high  performance 

everybody's  business. 
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COMPAQ  DESKPRO  386/25 


COMPAQ  DESKPRO  386/20e 


Whether  you  use  a  personal  computer  for  launch- 
ing rockets  or  corporate  acquisitions,  Compaq  de- 
livers the  highest-performing  solution. 

For  those  who  want  everything,  now,  the 
COMPAQ  DESKPRO  386/25  is  the  most  powerful 
PC  available.  For  growing  performance  require- 
ments, the  new  COMPAQ  DESKPRO  386/20e  is  a 
move  into  the  power  structure.  And  for  users  con- 
sidering 286  PC's,  the  COMPAQ  DESKPRO  386s 
is  an  affordable  route  to  the  fast  track. 


These  PC's  are  simply  the  highest-performing 
in  the  world.  That's  one  reason  PC  experts  rate 
COMPAQ  highest  overall.  And  why  for  the  past 
four  years  COMPAQ  has  been  added  by  more 
FORTUNE  1000  corporations  than  any  other  brand. 

lb  make  this  performance  part  of  your  busi- 
ness, call  1-800-231-0900,  Operator  70.  In  Canada, 
1-800-263-5868,  Operator  70.  We'll  give  you  the  lo- 
cation of  your  nearest  Authorized  COMPAQ  Com- 
puter Dealer  and  a  free  brochure. 


a-ndemarkofCompaq,  Computer  Corporation  Intel*  Intel  386  and  Intel  387  ire  trademarks  of  Intel  Corporition  Microsoft*    MS*  and  XENIX*  are  trademarks  of  Microsoft  Corporation. 
*"  and  MS"  OS/2  are  product!  of  Microaoft  Corporation.  Product  names  mentioned  herein  may  be  trademarks  and/or  registered  trademarks  of  their  respective  compan 
II  S  P«t<  it  and  trademark  Office  COMPAQ  DESKPRO  386/25  graphics  "P1988  Accent  Software.  Inc  ©1988  Compaq  Computer  Corporation  All  rights  reserved. 
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As  I  See  It 


Americans  are  going  to  start  saving  more, 
says  economist  Edward  Yardeni.  They'll 
buy  fewer  VCRs  and  more  bonds. 

The  case  for 
a  5%  Treasury  and 

5000  on  the  Dow 


By  Rath  Simon 


AMERICANS  ARE  PROFLIGATE.  We 
spend  with  no  thought  for  to- 
b  morrow.  Our  low  personal 
savings  rate  is  down  from  7.5%  in 
1981  to  3.7%  currently,  and  if  we 
didn't  have  the  Japanese  to  finance 
our  budget  deficit,  why,  interest 
rates  would  be  out  of  sight.  That's 
the  conventional  view. 

For  a  different  view,  listen  to 
Edward  Yardeni,  38,  a  Wall  Street 
economist  for  the  past  11  years 
and  now  chief  economist  for  Pru- 
dential-Bache.  Instead  of  drawing 
gloomy  conclusions  from  the 
past,  he  looks  to  the  future  for 
brighter  ones. 

Yardeni's  theory  is  that  the 
clump  of  workers  born  between 
1946  and  1964  will  soon  pass 
from  spendthrift  youth  to  (com- 
paratively) frugal  middle  age. 
That  change  will  create  a  bull 
market  in  financial  assets  as 
these  converts  to  savings  look  for 
places  to  put  their  money.  Rates 
on  long-term  Treasury  bonds 
could  drop  to  5%  from  the  cur- 
rent 9Vg%  over  the  next  five 
years,  he  says.  That  makes  him  a 
wild  bull  on  bonds.  But  his  rea- 
soning, rooted  in  demographic 
trends,  is  pretty  solid. 


tendency  to  consume  more  sooner  in 
their  lives,  to  buy  a  house  sooner  in 
their  lives  than  their  parents. 

You  mean  they  will  soon  buy  fewer  VCRs 
and  more  bonds? 

As  people  get  older,  they  save  more 
and  they  consume  at  a  slower  rate. 


Prudential-Bacbe  economist  Edward  Yardeni 
Yuppie  consumption  index  is  flat. 


Yardeni  Baby  boomers  are  a  third  of 
the  population.  They  hit  the  economy 
in  full  force  in  the  Seventies  and  the 
early  Eighties.  There  were  so  many  of 
them  wanting  houses  and  apartments 
that  they  drove  up  rents  and  home 
prices.  They  flooded  [the  job  market] 
and  pushed  the  unemployment  rate 
up.  It's  pretty  obvious  they  have  had  a 


That  has  to  do  with  the  fact  they're 
having  a  lot  of  children.  Children 
make  you  realize  at  some  point  that 
you  have  to  put  money  away.  And  a 
lot  of  the  baby  boomers'  pent-up  de- 
mand for  goods  has  probably  been  sa- 
tiated over  the  last  five  years. 

Give  us  some  examples. 

I  came  up  with  the  yuppie  consump- 


tion index,  including  clothing,  shoes 
and  restaurant  meals.  And  now, 
wouldn't  you  know,  real  spending  in 
clothing  and  shoes  and  restaurant 
meals  has  been  flat  since  the  begin- 
ning of  1987. 

Won't  the  reduced  demand  for  housing 
hurt  the  economy? 

To  the  extent  that  the  demand  for 
mortgage  loans  cools  off,  interest 
rates  will  come  down.  That  means 
more  money  will  be  available  at  a 
lower  rate  to  finance  business  plants 
and  equipment. 

Give  us  some  numbers. 
Personal  savings  was  $104  billion  in 
1987  and  should  be  $140  billion  this 
year.  In  five  years  I  would  expect  to 
see  a  savings  rate  of  10% .  If  you  factor 
in  that  income  is  going  to  be  growing, 
the  amount  of  personal  savings 
should  be  about  $480  billion  in  1993. 

Have  you  forgotten  that  a  lot  of  our 
savings  is  being  sucked  up  to  finance  the 
federal  deficit? 

I  think  Gramm-Rudman  is  working. 
If  you  exclude  the  Social  Security  sur- 
plus, the  government's  deficit  in  fis- 
cal 1988  was  about  $190  billion.  By 
1993  this  non-Social  Security  def- 
icit will  be  down  to  roughly  $90 
billion. 

As  for  Social  Security,  the  actu- 
aries project  an  $86  billion  Social 
Security  surplus  by  1993.  The 
revenue  stream  is  so  large  the 
[system]  will  run  huge  surpluses 
by  the  early  2000s. 

Okay,  how  does  the  investor  position 
himself  to  take  advantage  of  the  in- 
crease in  personal  savings? 
There  are  going  to  be  more  buyers 
than  issuers  of  fixed-income  se- 
curities. As  the  baby  boomers  get 
older  and  stash  more  money 
away  in  CDs  and  bonds,  they're 
going  to  have  this  tremendous  de- 
sire for  income.  I  could  see  a  fran- 
tic demand  for  high-yielding 
fixed  income  securities.  I  think 
financial  assets  will  continue  to 
beat  most  real  assets.  Thirty-year 
Treasury  bonds  should  be  down 
to  5%  within  the  next  five  years. 
High-quality    triple-A    corporate 

bonds  will  probably  yield  SVi%. 
It's  much  better  to  be  in  noncallable 

bonds   like   Treasurys    because   you 

want  to  be  able  to  hold  on  to  those 

good  yields. 

Stocks? 

If  we  come  anywhere  near  5%  on  long 
bonds,  I  think  you'll  see  5000  on  the 
Dow.  ■ 
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MAKING 

New  Tracks 


'nee,  The 
'  Thoroughbred 
traveled  only  by 
train.  With  today  s 
RoadRailer8  truck 
trailer,  its  delivering  shipments  down 
the  highway. 

The  RoadRailer9  has  both 
conventional  tires  and  retractable 
metal  rail  wheels.  With  the  push  of 
a  lever,  it  takes  to  the  tracks  as 
readily  as  it  took  to  the  road. 

Norfolk  Southerns  Triple 


Crown*  Service 
combines  the  flex- 
ibility of  trucking 
with  the  efficiency 
of  rail.  Goods  arrive 
just  when  they're  needed.  To  keep 
them  safe  and  sound,  they  ride  on 
a  cushion  of  air.  Shippers  receive  a 
convenient  single  bill. 

To  talk  to  the  professionals  who 
deliver  this  service,  just  make  tracks 
to  the  nearest  Norfolk  Southern 
sales  office. 


NORFOLK 
SOUTHERN 


1 


Taxing  Matters 


Edited  by  Laura  Saunders 


Congress  thought  it  closed  the  door  on  tax 
loopholes  for  mergers.  Wall  Street  has  pried 
open  the  windows. 

The  Campeau  coup 

and  the 
May  maneuver 
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In  the  continuing  war  between 
Wall  Street  and  Congress  over  tax- 
es on  asset  shufflers,  chalk  up  two 
for  Wall  Street.  Canadian  raider  Rob- 
ert Campeau  has  a  new  tax  gimmick 
that  should  save  him  $200  million  or 
so  on  his  Allied  and  Federated  take- 
overs. And  St.  Louis-based  May  De- 
partment Stores  will  avoid  as  much  as 
$100  million  tax  on  what  is  in  effect 
the  sale  of  half  its  shopping  centers 
and  real  estate  subsidiary. 

Each  firm  has  found  a  different,  but 
apparently  legal,  way  to  cut  capital 
gains  tax  on  sales  of  subsidiaries.  Both 
techniques  will  likely  be  widely  cop- 
ied because  "nothing  else  is  left,"  says 
Robert  Willens,  a  tax  expert  at  Shear- 
son  Lehman  Hutton. 

Three  times — in  its  tax  acts  of  1982, 
1986  and  1987 — Congress  attempted 
to  plug  loopholes  that  enabled  corpo- 
rations to  defer  or  eliminate  capital 
gains  tax  when  they  sell  subsidiaries. 
Since  sales  of  subs  to  reduce  debt  is  a 
favorite  device  of  takeover  artists,  the 
changes  were  blows  to  the  takeover 
game.  But  once  again,  the  dealmakers 
seem  to  have  scored,  at  least  until 
Congress  convenes  again. 

Here's  how  the  Campeau  tax  play 
works:  In  three  separate  but  similar 
deals,  Campeau  has  sold  five  subsid- 
iaries formerly  owned  by  Federated  or 
Allied  to  three  retailers.  May  Depart- 
ment Stores  bought  Filene's  and  Fo- 
ley's for  $1.1  billion  cash  and  a  $400 
million  note;  R.H.  Macy  bought  Bul-I 
lock's  and  I.  Magnin  for  $636  million 
cash  and  a  $400  million  note;  and  the 
British  firm  Marks  &  Spencer  bought 
Brooks  Brothers  for  $300  million  cash 
and  a  $450  million  note. 

Campeau  owes  tax  immediately  on 
a  portion  of  the  capital  gain  in  each 
sale,  the  portion  being  determined  by1 
the  fraction  of  the  sale  price  taken  in 
cash.  The  rest  of  the  profit,  however; 
is  taxable  when  the  notes  fall  due  in 
the  late  1990s.  That's  because  the 
notes,  given  by  the  buyer  of  the  prop- 
erty, make  the  sale  into  an  "install 
ment  sale,"  with  taxes  spread  pro  rata 
over  the  installments. 

The  longstanding  logic  with  the  in 
stallment  sale  rule  is  that  yot 
shouldn't  have  to  pay  tax  until  yov 
have  the  cash  to  pay  it  with.  It  made 
sense  over  60  years  ago,  when  th< 
installment  sale  rules  went  into  tht 
tax  code.  But  it  doesn't  make  sense  ir 
today's  world  of  clever  financiers 
Why,  what's  to  stop  Campeau  fron 
borrowing  against  the  note,  thus  ef 
fectively  converting  it  into  cash  while 
postponing  the  tax? 

With  $1.25  billion  of  notes  in  th 
three  sales,  Campeau  has  postponec 
the  day  of  reckoning  on  perhaps  $ 
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billion  of  capital  gain.  (The  company 
isn't  saying  how  much  the  gain  is,  but 
these  stores  have  been  part  of  Federat- 
ed and  Allied  for  a  long  time  and  pre- 
sumably have  very  low  costs  for  tax 
purposes.)  At  a  combined  federal  and 
state  tax  rate  of  40% ,  the  tax  deferred 
could  easily  be  in  the  range  of  $300 
million  to  $400  million.  That's  mon- 
ey Campeau  will  eventually  owe  the 
IRS  but  that  for  now  he  can  use  to 
help  finance  his  deal. 

A  tax  deferred  is  a  tax  reduced.  Con- 
sidering the  time  value  of  money,  de- 
ferring $300  million  for  a  decade  is 
about  as  good  as  cutting  maybe  $200 
million  off  the  tax  bill. 

None  of  this  would  stick  out  in  the 
general  scheme  of  corporate  taxation 
except  that  Campeau  has  already 
turned  the  $1.25  billion  of 
notes  almost  entirely  into 
cash.  For  each  note,  he  has 
borrowed  substantially 
the  same  amount  of  mon- 
ey, at  the  same  interest 
rate,  for  the  same  period, 
pledging  the  note  as  col- 
lateral. (In  the  May's  and 
Macy's  deals,  he  borrowed 
88%  of  the  face  amount; 
in  Marks  &  Spencer, 
95%.)  The  combination  of 
installment  sale  and  side 
borrowing  has  the  look 
and  feel  of  a  nearly  all- 
cash  sale  of  department 
stores.  But  in  form  it's  a 
deferred  sale. 

Can  the  IRS  object  to 
the  Campeau  coup?  Not 
likely.  It  could  argue  that 
monetizing  the  notes  is  a 
"disposition,"  as  when  a 
firm  sells  its  installment 
receivables  to  a  factor.  But 
experts  say  that  the  IRS 
has  lost  nearly  all  relevant 
cases  on  this  issue.  Courts 
looking  at  the  question  have  gotten 
wrapped  up  in  the  legal  niceties  and 
ignored  the  economic  substance  of 
the  transaction.   "We  take   comfort 
from  the  legal  history,"  says  Stephen 
Gordon  of  New  York  lawyers  Cra- 
vath,  Swaine  &  Moore,  who  put  the 
deal  together. 

Ironically,  Congress  has  only  itself 
to  blame  for  the  Campeau  ploy.  Cor- 
porations couldn't  do  this  until  Con- 
gress passed  last  year's  tax  law.  It  re- 
vised a  1986  general  bar  on  borrowing 
against  installment  notes  so  that  it 
applied  specifically  to  certain  real  es- 
tate deals. 

Now  enters  the  classic  legal  doc- 
trine that  goes  by  the  slogan  "The 
exception  proves  the  rule."  If  prosti- 
tution  on   Sundays   is   strictly   out- 


lawed, then  prostitution  on  Monday 
must  be  legal.  "You  don't  read  the  law 
to  see  what  you  can't  do,  but  what 
you  can.  And  if  you  can't  do  this  with 
real  estate,  then  maybe  you  can  do  it 
with  everything  else,"  adds  Shear- 
son's  Willens. 

Other  deals  are  sure  to  squeeze 
through  the  same  loophole.  Robert 
Maxwell's  firm  recently  argued  to 
Macmillan  that  it  should  sell  him  the 
prized  Information  Services  division 
because  he's  willing  to  do  a  deal  like 
Campeau's,  enabling  Macmillan  to 
get  a  tax  deferral.  Beleaguered  retailer 
and  manufacturer  Interco  is  trying  to 
sell  some  assets  the  same  way. 

Now  for  the  May  maneuver.  Either 
fearing  a  takeover  or  sensing  a  market 
top,  May  decided  to  sell  a  half  interest 


in  its  prized  shopping  center  develop- 
ment subsidiary  for  $275  million  and 
use  the  cash  to  retire  $275  million  of 
its  stock.  The  buyer  is  PruSimon,  a 
joint  venture  of  Prudential  Insurance 
and  developer  Melvin  Simon. 

In  the  old  days  the  easy  way  to  do 
this  deal  would  have  been  for  PruSi- 
mon to  buy  $275  million  worth  of 
May  stock,  then  trade  it  in  for  a  half 
interest  in  the  real  estate  sub.  Esmark 
used  this  straightforward  technique 
to  escape  $150  million  of  tax  on  its 
1980  sale  of  Vickers  Energy  to  Mobil. 
Then  Congress  outlawed  the  tech- 
nique in  1982. 

Now  if  a  corporation  disposes  of 
appreciated  property  in  a  stock  trade- 
in,  it  owes  corporate  capital  gains  tax- 
es, the  same  as  if  it  had  sold  the  prop- 


erty and  used  the  cash  to  buy  in  its 
stock.  May  isn't  volunteering  what  its 
tax  cost  for  the  property  is,  but  the 
gain  might  well  result  in  a  $100  mil- 
lion tax  if  the  subsidiary  were  sold  in 
a  straightforward  way. 

May  used  three  IRS-proof  steps  to 
accomplish  the  same  end.  Step  One: 
May  and  PruSimon  form  a  50/50  part- 
nership. May  contributes  its  real  es- 
tate, worth  $550  million,  and  PruSi- 
mon tosses  in  $550  million. 

Step  Two:  May  tenders  for  about 
$550  million  worth  of  its  publicly 
held  stock.  Step  Three,  which  is  yet  to 
come:  May  sells  the  stock  to  the  part- 
nership for  about  $550  million. 

When  the  dust  clears,  May  has  cut 
its  ownership  in  the  real  estate  sub  by 
$275  million  and  has  retired  $275  mil- 
BnanAitur  lion  of  stock.  That's  be- 
cause half  of  the  partner- 
ship's $550  million  stock 
position  effectively  be- 
longs to  May — that  is, 
treasury  shares. 

From  the  point  of  view 
of  Prudential  and  Simon, 
the  deal  is  a  little  messier. 
They've  spent  $550  mil- 
lion to  acquire  (a)  $275 
million  worth  of  real  es- 
tate and  (b)  $275  million 
of  stock  in  a  department 
store  chain. 

A  final  but  very  impor- 
tant fillip  is  that  May  will 
be  able  to  deconsolidate 
the  real  estate  sub  in  its 
shareholder  reports.  A 
new  accounting  rule  re- 
quires firms  to  consoli- 
date all  majority-owned 
subsidiaries  on  their  pub- 
lic books  by  the  end  of 
1988,  something  that 
firms  with  debt-heavy  real 
estate,  insurance  or  fi- 
nance subsidiaries  find 
very  distasteful.  Some  of  these  firms 
are  going  to  be  looking  closely  at  the 
May  maneuver. 

Chances  are,  these  two  new  tactics 
will  further  boost  the  already  boom- 
ing merger  business.  But  with  one  im- 
portant difference:  Other  recent  merg- 
er tax  tricks,  particularly  so-called 
mirror  liquidations  (Forbes,  Dec.  15, 
1986],  favored  raiders.  But  the  Cam- 
peau coup  can  be  used  equally  well  by 
raiders  and  targets,  and  the  May  ma- 
neuver favors  targets. 

It's  a  good  bet  Congress  will  crack 
down  on  one  or  both  next  session. 
Meanwhile,  the  dealmakers  and  their 
lawyers  will  whoop  it  up  while  they 
can — before  they  have  to  look  for  new 
loopholes  in  the  next  loophole-clos- 
ing law. — L.S. 
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The  Swiss  do  well  with  $10,000  watches. 
Can  Leica's  new  Swiss  owners  do  as  well 
with  $4,000  cameras? 


New  focus  at  Leica 


By  Peter  Fnhrman 


I'm  actually  very  glad  that 
within  Leica  so  much  is  organized 
badly,"  says  Bruno  Frey,  who 
joined  Leica  GmbH  as  its  president  18 
months  ago.  "If  the  organization  were 
perfect,  and  we  were  losing  all  this 
money,  I'd  probably  close  it  down." 

Everywhere  Frey  looks,  the  venera- 
ble maker  of  35mm  cameras  is  hemor- 
rhaging. Leica  produces  only  20,000 
cameras  a  year,  but  is  having  trouble 
selling  even  that  number.  By  compari- 
son, Japan's  Minolta  will  sell  upwards 
of  2.5  million  cameras  this  year. 


Fewer  than  8%  of  the  5,000  camera 
dealers  in  the  U.S.  now  carry  Leica. 
But  even  among  those  that  do,  few 
shops  employ  the  skilled  salesmen 
needed  to  explain  the  merits  of  a  cam- 
era that  retails  for  between  $3,200  and 
$4,000.  Since  peaking  in  1985,  Leica's 
sales  in  the  U.S.  have  dropped  by  half 
in  dollar  terms — far  worse  in  unit  vol- 
ume terms — to  just  over  $4  million 
in  1987. 

In  a  world  that  values  premium 
products  almost  regardless  of  price, 
Leica's  fall  is  puzzling.  The  original 
Leica  camera  was  the  serendipitous 
invention  of  a  German  optical  engi- 


neer, Oskar  Barnack,  who  discovered 
that  he  could  use  35mm  movie  film  to 
produce  high-quality  photographs.  In 
1925  Barnack's  employer,  a  leading 
German  optical  company,  Ernst  Leitz 
GmbH,  introduced  its  first  Leica  cam- 
era at  the  Leipzig  trade  fair.  Within  a 
decade,  the  rugged  35mm  hand-held 
Leica  had  replaced  the  bulky  single- 
shot  box  cameras  that  were  the  de- 
scendants of  cameras  first  lugged 
across  the  battlefields  of  the  Ameri- 
can Civil  War.  Leitz  promoted  the 
cameras  skillfully,  putting  them  in 
the  hands  of  such  photographers  as 
Margaret  Bourke  White  and  Henri 
Cartier-Bresson,  and  adventurers  in- 
cluding Admiral  Richard  Byrd  and 
Charles  Lindbergh. 

But  it's  an  old  story.  You  get  cocky 
and  the  first  thing  you  know  someone 
outflanks  you.  In  the  late  1950s  Japa- 
nese manufacturers  copied  the  Leitz 
technique  for  focusing  directly 
through  the  lens  and  began  selling 
single-lens-reflex  cameras  that  were 
far  simpler  to  use  than  the  Leica.  And 
much  cheaper. 

More  recently,  the  Japanese  have 
scored  a  great  success  with  auto-focus 
cameras,  another  piece  of  camera 
technology  first  invented  but  never 
commercially  developed  by  Leica. 

"Leitz  just  gave  up  the  market  to 
the  Japanese,"  says  Frey.  "Leica 
hasn't  had  a  strategy  attuned  to  the 


/,  ■-  a  president,  with  one  day's/  ictory  output 
A  >.  product  that's  fallen  on  hard  times. 
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Color  copies 
for  people  who 

see  the  same 
thing  differently. 


Photograph  Painting 


Illustration 


The  Canon  Color  Laser  Copier.  No  other 
copier  in  the  world  lets  you  be  so  creative  with 
colors  so  true  to  the  original.  From  any  original. 

Because  no  matter  how  you  choose  to  express 
yourself,  you  get  the  same  high-quality  color  on 
every  copy.  From  photographs  and  paintings,  to 
illustrations  and  even  35  mm  slides  or  negatives, 
every  shade  and  nuance  is  completely  intact. 

Or,  completely  different,  if  you  like. 

With  incredibly  simple  commands,  the  Color 
Laser  Copier  can  totally  transform  your  image. 
By  changing  its  colors.  Editing  out  entire  sections 
while  keeping  the  best  ones  in.  Or  by  stretching, 
condensing  or  enlarging  it  by  as  much  as  400%. 

All  in  seconds.  And  all  on  the  same  plain 
paper  used  by  ordinary  copiers. 

The  extraordinary  Canon  Color  Laser  Copier. 
No  matter  how  you  see  it,  you  get  the  world's 
most  creative  full-color  copy. 


Canon 

COLOR  LASER  COPIER 

B  Enjoy  easy  extended  payments  with  the  Canon  Credit  Card 
Ash  lor  details  at  participating  Canon  dealers  and  retailers 
Availaote  only  m  US 

For  more  information,  call  toll  free  1-800-OK  CANON.  Or  write 
Canon  U.S.A..  Inc..  P.O.  Box  5023,  Clifton,  N.J  07015.   («iok>us>  i 


1 


Collectible  and  affordable 


i  cameras  have  become  col- 
%P  lector's  items — even  fairly  recent 
models.  James  L.  Lager,  Leica  specialist 
at  Ken  Hansen  Photographic  Inc.  in  New 
Vork  City,  says  that  the  1984  M6  model 
initially  sold  for  $1,200.  Today  that  same 
camera  sells  used  for  around  $2,100. 

Among  the  most  prized  Leicas  are  the 
first  30  Leica  null-series  cameras,  clearly 
numbered  on  the  top  of  the  body  from 
100  to  130,  that  were  first  produced  in 
1923.  Only  15  are  known  to  still  exist. 
One  of  them  was  sold  in  the  last  year  to 
an  unidentified  Japanese  collector  for  a 
price  believed  to  be  around  $70,000. 

After  the  original  30,  the  next  most  valuable  Leica  is 
one  of  the  A  Anastigmats  numbered  from  131  to  250  or 
300  (the  exact  figure  isn't  known).  Prices  begin  some- 
where around  $10,000  and,  depending  on  the  camera's 
condition,  can  go  as  high  as  $25,000  in  the  current 
market. 

Then  there's  the  A  Luxus  model,  gold  plated  with 
lizard-skin  cover.  Produced  circa  1928-31,  these  would 
run  anywhere  from  about  $16,000  to  $25,000.  There 
were  only  95  made. 

Between  1926  and  1930,  some  1,500  Model  B  or 
Compur  Leicas  were  made.  Collectors  currently  pay  up 
to  $7,000  for  these.  Before  the  Second  World  War,  the 
Leitz  factory  produced  the  Leica  250  Reporter,  so 
named  because  it  could  take  250  pictures  on  33  feet  of 
film.  Fewer  than  1,000  of  these  were  made,  a  few  with 


Koni  Nordmann/Coniaci 


A  1913  Leica  prototype 
Bargain  hunters,  beware. 


an  extremely  rare  electric  motor.  Even 
without  the  motor,  the  Reporter  250 
goes  for  as  much  as  $8,500. 

Another  interesting  model  was  the 
Leica  72,  produced  primarily  by  Ernst 
Leitz  Canada  Ltd.  in  1954-55  to  use  the 
half -frame  format:  The  film  counter  goes 
to  75,  and  72  exposures  are  produced  on  a 
36  exposure  roll.  Approximate  price 
range  today:  $8,000  to  $14,000. 

What  of  the  more  typical  Leicas,  many 
of  them  brought  back  from  the  big  Frank- 
furt PX  to  the  U.S.  as  West  Germany 
rebuilt  after  the  war?  They  remain  rela- 
tive bargains.  S.  Willis  Wright,  who  produces  tv  com- 
mercials for  Young  &  Rubicam  and  is  a  spokesman  for 
the  Leica  Historical  Society  of  America,  notes  that 
between  1950  and  1956  Leica  produced  some  21,000 
copies  of  its  popular  Leica  Illf  model  (numbered  525,001 
through  837,720).  The  Illf,  says  Wright,  was  used  by 
Henri  Cartier-Bresson,  yet  "good  to  excellent  ULfs  can 
range  from  $175  to  $300  on  today's  market."  The  cam- 
eras will  still  work  beautifully,  although  amateurs 
brought  up  with  Japanese  cameras  should  remember 
that  most  of  the  earlier  Leicas  did  not  have  built-in  light 
meters. 

As  with  any  collectible,  the  Leica  market  is  thin  and 
some  dealers  are  sharp,  so  watch  out.  An  excellent 
source  of  information  is  Vieu  finder  magazine,  published 
by  the  Leica  Historical  Society  of  America  (P.O.  Box  B; 
Dayton,  Ohio  45405). — Vicki  Contavespi 


market."  Even  today  Leica's  most 
popular  camera,  the  M6,  retailing  at 
around  $3,800  with  a  lens,  is  virtually 
identical  to  a  model  first  introduced 
in  1954. 

By  1970  Leica  was  no  longer  profit- 
able. Unable  to  pass  along  the  full  cost 
of  the  handcrafted  cameras  and  lenses 
in  retail  prices,  Leica  management 
subsidized  the  cameras  with  profits 
earned  from  steady  sales  of  Leitz  mi- 
croscopes and  surveying  equipment. 
In  1986,  12  years  after  taking  a  major- 
ity shareholding  in  Leitz,  a  Swiss  opti- 
cal company,  Wild  Heerbrugg  AG, 
boughi  'he  remaining  equity  from 
Burvh  ng  lembers  oi  the  Leitz  fam- 
ily. In  |..i  ,;v  1988  Leica,  the  loss- 
making  Swiss  group's  weakest  link, 
was  turned  a  fully  independent 

division.  Uni  in  turn  Leica 

around,  the  $66  million  (sales)  camera 
company  will  almost  certainly  be  sold 
again.  Says  the  hardheadeJ  f  re-  it 
we  can't  be  profitable  selling  .i  camera 
at  such  high  prices,  then  we  shouldn't 
he  in  business." 

Frey  is  busy  correcting  mistaki 
the  1970s  Leitz  tried  to  lower  costs  by 
shifting  over  50%  of  its  production  to 
factories  in  Canada  and  Portugal, 
where  labor  costs  are  up  to  one-third 
cheaper  than  in  Germany.  But  there 


were  persistent  problems  with  the 
quality  of  the  non-German  products. 
Leica  now  sits  uneasily  on  a  $1.5  mil- 
lion backlog  in  orders  for  its  M6  cam- 
era. It  has  been  slow  in  filling  the 
orders  because  too  few  of  the  Canadi- 
an-made lenses  get  passing  grades 
from  Leica's  quality  controllers  in 
Germany. 

The  Portuguese  move  backfired 
when  some  customers  balked  at  pay- 
ing thousands  of  dollars  for  a  camera 
stamped  "Made  in  Portugal."  Winces 
Frey:  "There  was  this  arrogant  belief 
that  it  was  enough  just  to  have  the 
Leiej  name  on  the  camera."  In  |uly 
Frey  began  switching  much  of  the 
lens  production  and  camera  assembly 
back  to  the  Leica  factory  in  the  hilltop 
village  of  Solms,  West  Germany,  de- 
spite the  additional  expense. 

It  is  touch  and  go  whether  the  new 
effort  will  succeed.  With  current  low 
volume,    Leica    can't    make    money 
even  at  today's  high  prices.  And  un- 
it makes  money,   Leica  cannot 

.fford  the  aggressive  advertising  need- 
ed to  build  volume.  One  U.S.  dealer 

i  ites  that  in  the  National  Geographic 
magazine's  centenary  issue,  as  many 

-   halt   the  photographs  reproduced 
been  made  with  Leica  cameras. 

i    t  Leica,  says  the  dealer,  shaking  his 


head,  failed  to  advertise  in  the  issue. 

As  a  fallback,  Frey  is  considering  an 
expansion  of  Leica's  small-scale  com- 
mercial partnership  with  Japan's  Min- 
olta. One  possibility:  affixing  the 
Leica  name  to  a  less  expensive  camera 
made  in  Japan. 

But  Frey's  best  hope  is  the  high- 
quality  product  itself.  Older  Leicas 
are  becoming  collectors'  items  (see 
box.  above).  And  new  Leicas  are  still 
widely  used  and  admired  by  profes- 
sional photographers  and  well-heeled 
amateurs  who  appreciate  the  crisp 
and  sharp  images  captured  by  the 
Leica  lens. 

Burkhard  Kramer,  Leica's  newly  in- 
stalled vice  president  of  global  mar- 
keting, says:  "Leica  suffers  from  a 
typical  European  problem.  The  com- 
pany is  too  proud  of  its  history  and 
forgets  all  about  the  present  and  the 
future." 

The  fact  is  that  in  the  age  of  mar- 
keting, Leica  forgot  about  marketing 
and  hoped  its  name  would  shout  for 
itself.  "Leica,"  says  Woody  Black- 
burn, a  star  salesman  at  Cal's  Cam- 
eras in  Costa  Mesa,  Calif.,  which  ac- 
counted for  over  5%  of  Leica's  total 
sales  in  the  U.S.  last  year,  "is  way 
better  at  making  cameras  than  selling 
them."  ■ 
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This  kinetic  Sculpture  of  turbine 
rotors,  wbicb  stands  m front  of  the 
AEP  building,  was  designed  by 
John  Greenamyer. 


'Discover  Columbus...  AEPdid." 


American  Electric  Power  delivers  electricity  to  seven 
million  people  in  seven  East-Central  states.  Its  genera 
tion  and  transmission  system  is  the  nation 's  strongest 
and  most  reliable.  Its  headquarters — Columbus, 
Ohio — is  the  largest  city  it  serves. 

W.S.  White.-  "We've  discovered  Columbus  and  made  it 
our  home.  It's  the  heart  of  our  service  area,  and  our 
entire  electric  generation  and  transmission  system 
is  controlled  from  our  new  state-of-the-art 
Center  downtown. 

"We've  been  impressed  with  Columbus — 
not  only  because  of  its  growth  and 
vitality,  but  also  because  of  the  broad 


DISCOVER 
COLUMBUS 


private  commitment  to  community  assets  such  as  the 
arts:  theater,  ballet,  symphony,  opera  and  fine  art. " 

White  has  added  his  own  commitment  to  the  com- 
munity— spearheading  a  highly  successful  United  Way 
campaign  that,  in  1984,  helped  set  new  standards  for 
charitable  giving,  locally  and  nationally. 

Discover  ways  that  you  may  invest  in  a  city 
that  is  readying  itself  for  the  21st  century. 

Write:  Central  Ohio  Marketing  Council 

P.O.  Box  21722 
Columbus,  Ohio  43221-0722 
Phone:  1-800-341-4441 
In  Ohio.  1-614-222-8596 
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Our  control  technology 

protects  some  of  the 

most  important  buildings 

in  the  world. 

Some  are  world  headquarters  of  major 
corporations.  Some  are  just  four  walls  and 
a  door.  But  to  people  in  all  walks  of  life, 
at  some  time  or  another,  it's  home. 

At  Honeywell,  we  want  to  keep  that  home 
secure.  As  well  as  comfortable. 

Our  familiar  Honeywell  "Round"  thermo- 
stat accurately  controls  temperatures.  And 
our  Honeywell  home  security  systems 
give  24-hour  protection  against  intrusion 
and  fire.  In  some  of  the  worlds  largest 
buildings,  our  management  systems  do 
everything  from  access  control  to  envi- 
ronmental control. 

Honeywell  is  the  world's  leader  in  control 
technology,  providing  products,  systems 
and  services  for  homes  and  buildings, 
industry,  space,  aviation  and  defense. 

No  matter  where  you  are,  Honeywell 
control  technology  allows  you  to  feel  safe, 
secure.  And  right  at  home. 

For  more  information:  1-800-328-5111  ext.  1517 


Honeywell 


HELPING  YOU   CONTROL  YOUR   WORLD 
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First  came  Seconal,  then  Miltown  and  Vali- 
um. Now  two  more  drugs  are  stirring  up 
controversy  in . . . 

The  mellow 
market 


By  Richard  Greene 


Hoffmann-LaRoche's  tran- 
quilizer Valium,  for  years  the 
bestselling  prescription  drug 
in  America,  has  steadily  lost  sales 
throughout  the  1 980s  and  now  ranks  a 
mere  19th  in  the  prescription  drug  hit 
parade.  Are  people  learning  how  to 
mellow  out  more  naturally?  No. 
They're  simply  turning  to  new  tran- 
quihzing  drugs  from  Upjohn  and  Bris- 
tol-Myers 

Both  Bristol-Myers  (1987  sales,  $5.4 
billion)  and  Upjohn  ($2.5  billion)  are 
gaining  market  share  rapidly  with 
their  drugs,  and  Wall  Street  analysts 
are  eagerly  talking  up  the  appeal  the 
new  drugs  have  Eoi  the  11%  or  so  of 
Americans  who  use  tranquihzing 
drugs  under  a  physician's  care 

But  before  you  rush  out  to  buy 
stock  in  these  companies,  you  should 
know  ts  that  neither  Upjohn 

noi  Bristol  Myers  are  very  happy 
about:  Due  of  their  products  (Xanax) 
can  bavt  i  Mi-els,  the  other 

(Buspar)  ag  and  com- 

pletely without  the  distinctive  side 
ts  that  us  i  tranquiliz- 

ers that  mar  's  worth 

the  trouble  to  tak 

Right  now  these    I  hng 

like  hot,. ikes.  Upjohn's  Xanax  intro- 
duced in  1981,  leads  the  field,  with  an 
estimated  $400  million  in  - 
worldwide  in  1  988.  Bristol-Myers'  Bu- 
spar, introduced  in  the  U.S.  less  than 
two  years   igo,  is  likely  to  rack  up 


$100  million  in  1988  world  sales 

Moreover,  the  two  drugs  are  of  great 
importance  to  their  manufacturers'  fi- 
nancial futures.  Buspar  accounts  for 
only  a  fraction  of  Bristol-Myers'  total 
revenues,  but  it  is  the  firm's  fastest- 
selling  new  drug  and  is  widely  viewed 
by  analysts  as  a  crucial  test  of  the 
company's  ability  to  compete  in  the 
pharmaceutical  market. 

Xanax,  meanwhile,  is  already  Up- 
john's single  biggest  seller,  account- 
ing tor  an  estimated  16%  of  1988  reve- 
nues. Says  Ronald  Nordmann,  a  drug 
industry  analyst  with  PaineWebber, 
"Right  now  people  arc  buying  Upjohn 
primarily  for  Rogaine,  its  male  pat- 
tern baldness  drug.  But  I  believe 
Xanax  will  be  a  bigger  seller  than  Ro- 
gaine well  into  the  1990s." 

As  market  leader,  Xanax  has  been 
getting  plenty  of  attention.  Beyond 
Wall  Street,  however,  Xanax'  reviews 
have  been  decidedly  mixed.  On  the 
plus  side,  it  turns  out  that  Xanax, 
unlike  Valium,  can  be  used  as  an  anti- 
depiession  as  well  as  an  antianxiety 
medication.  Moreover,  Xanax  is  prov- 
ing successful  in  treating  patients  suf- 
fering from  a  form  of  extreme  anxiety 
known  as  panic  disorder.  Victims  can 
literally  become  incapacitated  by  ter- 
rorizing tear  for  periods  lasting  from 
minutes  to  more  than  an  hour. 

But  Xanax  also  has  many  of  the 
negative  side  effects  that  have  helped 
give  Valium  a  bad  name.  In  January, 
Britain's  Royal  College  of  Psychia- 
trists issued  a  statement  questioning 


the  wisdom  of  prescribing  drugs  that, 
like  Xanax,  belong  to  a  chemical 
group  called  benzodiazepines.  Re- 
search links  these  drugs  with  every- 
thing from  highway  fatalities  to  hip 
fractures  in  the  elderly. 

Some  scientists  even  assert  that 
Xanax  is  potentially  one  of  the  most 
dangerous  drugs  on  the  market.  A  re 
port  released  at  the  American  Psychi- 
atric Association  annual  meeting  in 
May  claimed  that  Xanax  can  caus< 
powerful  withdrawal  symptoms,  in 
eluding  severe  convulsions.  As  a  re 
suit,  the  researchers  argued  that  dos- 
age should  "be  limited  to  1  milligra: 
a  day,  which  is  less  than  the  approved 
dosage."  Even  Upjohn  itself  publishes 
a  "warning"  about  possible  seizures 
resulting  from  withdrawal. 

"When  Xanax  came  out,  it  was  a 
new  drug,  without  a  negative  track 
record,  so  people  started  using  it," 
says  Dr.  Norman  Sussman,  a  New 
York  psychiatrist  and  drug  researcher. 
"But  if  it  follows  the  same  route  as 
Valium,  there  will  be  a  backlash." 

In  theory,  the  main  beneficiary  of 
Xanax'  worsening  reputation  should 
be  Bristol-Myers'  Buspar,  which  is 
both  nonaddictive  and  causes  no 
withdrawal  convulsions.  Nor  does 
Buspar  cause  a  mood-altering  sense  of 
euphoria  or  sedate  the  user.  Thus  it  is 
safe  to  take  even  while  driving.  Un 
like  most  other  tranquilizers,  Buspai 
can  even  be  safely  taken  while  drink 
ing  alcohol. 

Unfortunately,  all  too  many  tran 
quihzer  users  actually  like  the  mind- 
fuzzing    side    effects    of    drugs    like 
Xanax.  As  a  result,  Buspar's  market  is 
already  turning  out  to  be  primarily 
first-time  users — so-called  virgins  in 
the  tranquilizer  trade.  "We  don't  rec- 
ommend Buspar  for  someone  who  h 
had  a  lot  of  experience  with  benzoi 
azepines,"  says  a  Bristol-Myers  of] 
cial.  "We're  hearing  that  nine  out 
ten  times  those  patients  aren't  goi 
to  be  very  pleased  with  Buspar." 

In  short,  here  are  two  drugs  th 
offered  great  initial  promise — promi 
that  has  now  begun  increasingly  1 
turn  to  uncertainty  and  even  disap 
pointment.  Apparently  the  world  wil.' 
have  to  wait  a  bit  longer  still  for  the 
problem-free  tranquilizer.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

September  28,  1988 

$4,851,035,715 

Government  Trust  Certificates 

Each  of  the  Certificates  offered  evidences  an  undivided  fractional  interest  in  one  of  the  Government  Trusts  formed 
pursuant  to  a  Declaration  of  Trust.  The  assets  of  each  Trust  will  consist  of  a  promissory  note,  representing  a  loan 
made  by  the  Trust  to  the  Government  of  Israel,  backed  by  a  full  faith  and  credit  guaranty  issued  by  the  United 
States  of  America,  acting  through  the  Defense  Security  Assistance  Agency  of  the  Department  of  Defense,  of  the 
due  and  punctual  payment  of  90%  of  all  payments  of  principal  and  interest  due  on  the  Loan  Note  and  a  security 
interest  in  collateral,  consisting  of  non-callable  securities  issued  or  guaranteed  by  the  United  States  government, 
or  derivatives  thereof,  sufficient  to  pay  the  remaining  10%  of  all  payments  of  principal  and  interest  due  on  the 
Loan  Notes.  Each  Certificate  issued  by  a  Trust  will  represent  the  right  to  receive  a  portion  of  the  payments  due  on 
the  Loan  Note  held  by  that  Trust.  The  Certificates  will  not  be  subject  to  prepayment  or  acceleration. 

$109,229,000  8.875%  Current  Coupon  Certificates,  Class  1-A  Due  1995 

Price  99.746% 
$110,000,000  9.125%  Current  Coupon  Certificates,  Class  1-B  Due  1996 

Price  99.733% 
$1,005,000,000  9.250%  Current  Coupon  Certificates,  Class  1-C  Due  2001 

Price  99.356% 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the  several 
Underwriters,  including  the  undersigned,  as  may  lawfully  offer  the  securities  in  such  State. 


Shearson  Lehman  Hutton  Inc. 
Bear,  Stearns  &  Co.  Inc. 

Drexel  Burnham  Lambert 

Incorporated 

BT  Securities  Corporation 
Citicorp  Securities  Markets,  Inc. 

Goldman,  Sachs  &  Co. 


The  First  Boston  Corporation 


Salomon  Brothers  Inc 
Merrill  Lynch  Capital  Markets 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Chase  Manhattan  Capital  Markets  Corporation 
Manufacturers  Hanover  Securities  Corporation 


Daiwa  Securities  America  Inc. 

Nomura  Securities  International,  Inc. 


Deutsche  Bank  Capital 

Corporation 


Dillon,  Read  &  Co.  Inc. 
Paine  Webber  Incorporated    Prudential-Bache  Capital  Funding 


Morgan  Stanley  &  Co. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette 

les  Corporation 


The  Nikko  Securities  Co 

Interna  bona  I,  Inc. 

L.  F.  Rothschild  &  Co.        SBCI  Swiss  Bank  Corporation        Sogen  Securities  Corporation        Thomson  McKinnon  Securities  Inc 

Incorporated  Investment  banking 

Dean  Witter  Capital  Markets  Yamaichi  International  (America),  Inc 


UBS  Securities  Inc. 


Investment  bankir 

Wertheim  Schroder  &  Co. 

Incorporated 

A.  G.  Edwards  &  Sons,  Inc. 
Prescott,  Ball  &  Turben,  Inc. 
Advest,  Inc. 
Craigie  Incorporated 


McDonald  &  Company 

Secunlies,  Inc. 


Blunt  Ellis  &  Loewi 

Incorporated 

Dain  Bosworth 

Incorporated 

Interstate  Securities  Corporation 
Printorl,  Kane  &  Co. 
AIBC  Investment  Services  Corp. 
WR  Lazard  &  Laidlaw 

Incorporated 


Boettcher  &  Company,  Inc. 
Freeman  Securities  Company,  Inc. 
Morgan  Keegan  &  Company,  Inc. 
Rauscher  Pierce  Refsnes,  Inc. 
Doley  Govan  Securities,  Inc.  Ewing  Capital,  Inc. 


Oppenheimer  &  Co.,  Inc. 

Tucker,  Anthony  &  R.  L.  Day,  Inc. 

Butcher  &  Singer  Inc. 

J.  J.  B.  Hilliard,  W.  L.  Lyons,  Inc. 

The  Ohio  Company 

Wheat,  First  Securities,  Inc. 

Grigsby,  Brandford  86  Co.,  Inc. 


Metro  Equities  Corporation 


Pryor,  Govan,  Counts  &  Co.,  Inc. 


Muriel  Siebert  &  Co.,  Inc. 


$3,626,806,715  Zero  Coupon  Certificates,  Class  1-D 


Shearson  Lehman  Hutton  Inc. 
Bear,  Stearns  &  Co.  Inc. 


Drexel  Burnham  Lambert 

Incorporated 

BT  Securities  Corporation 
Citicorp  Securities  Markets,  Inc. 


The  First  Boston  Corporation 


Salomon  Brothers  Inc 
Merrill  Lynch  Capital  Markets 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Chase  Manhattan  Capital  Markets  Corporation 
Manufacturers  Hanover  Securities  Corporation 


Numbers  Game 


The  electric  power  industry  thought  it  had 
a  way  to  ease  the  burden  of  nuclear  plant 
losses  without  raising  rates.  Then  along 
came  the  accountants.  Result . . . 


Crib  death 


By  Penelope  Wang 


RECOVERING  THE  BILLIONS  Spent 
on  nuclear  power  plants  has 
been  one  of  the  utility  indus- 
try's biggest  headaches  of  the  last  ten 
years.  So  the  industry  has  been  closely 
following  a  restructuring  plan  by  Pub- 
lic Service  of  New  Mexico  designed  to 
help  that  troubled  utility  get  back  at 
least  some  of  the  money  it  has  not  yet 

recovered  from  its  nuclcai  _ 

investments 

Public  Service's  plan:  to 
split  in  two.  One  part — a 
state  and  federally  regu- 
lated distribution  compa- 
ny— would  buy  fixed 
amounts  of  electricity,  at 
regulated  prices,  from  the 
other  part,  a  generating 
company  regulated  only 
by  the  teds.  The  generat- 
ompany  would  sell  at 
free  market  prices  what- 
evei  \ixss  electricity  it 
could  produce  after  sup- 
plying the  distribution 
comp  1- 

The  idea  i  >  .1  good  one, 
but     the     1  1  Ac- 

counting 

seems  to  ha\  red  it 

a  death  blow  illy 

the  FASH  is  recomn 
ing  that  once  a  utilit)  is 
no  longer  regulati 
must  lestate  its  balance 
sheet  to  look  as  it  it  had 
never  been  regulated  in 
the  first  place.  For  Public 
Service  of  New  Mexico, 
the  result  would  be  a  S 1  SO 
million    writedown    that 


would  wipe  out  retained  earnings  and 
cause  it  to  suspend  dividend  pay- 
ments. No  wonder  Public  Service 
withdrew  its  restructuring  plan  in 
August. 

Traditionally,  rate-regulated  com- 
panies get  to  report  the  costs  of  fi- 
nancing construction  as  "assets,"  on 
the  theory  that  state  regulators  will 
let  them  recover  those  costs  through 
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future  rate  hikes.  But  if  a  company 
deregulates,  it  can  no  longer  count  on 
recovering  those  costs  and  should 
write  them  off  as  current  expenses. 
Says  Rick  Petersen,  project  manager 
at  FASB:  "If  you  report  like  any  other 
company,  your  books  should  look  like 
any  other  company's."  FASB  may  put 
the  ruling  into  effect  by  January. 

Yet  as  Paul  Bjorn,  partner  at  Price 
Waterhouse,  points  out,  costs  in 
curred  under  regulation  reflect  the 
economic  circumstances  at  the  time 
the  money  is  spent.  If  those  circum 
stances  change,  then  the  company 
should  decide  to  what  degree  the  earn- 
ing power  of  the  assets  has  been  im 
paired,  if  at  all,  and  adjust  the  balance 
sheet  accordingly.  Says  Bjorn,  "A 
change  from  regulatory  accounting 
does  not  in  itself  economically  impair 
fixed  assets.  Why  should  a  company 
write  down  an  asset  whose  value  will 
be  recovered  in  future  cash  flow?" 

The  proposal  could  be  a  big  finan- 
cial blow  to  many  companies,  espe- 
cially utilities  that  have  not  yet  recov 
ered  the  costs  of  building  nuclear 
plants.  Big  losers  could  include  Com- 
monwealth Edison,  Philadelphia  Elec- 
tric and  Pacific  Gas  &  Electric.  Gas 
pipeline  operators,  and  local  tele- 
phone companies  consid- 
ering deregulating  might 
have  to  write  down  some 
assets. 

"The  FASB  proposal," 
says  Edward  Wallace,  a 
partner  at  Coopers  &  Ly- 
brand,  "is  theoretically 
consistent  but  unreason- 
able in  practice." 

That's  putting  it  mildly 
Consistent  accounting 
rules  are  desirable.  But 
their  usefulness  lies  not  in 
meeting  some  formahstic 
test  but  in  effectively 
guiding  the  process  of  de- 
regulation. In  this  case — 
as  in  many  others — the 
accounting  rules  seem  to 
hamper  rather  than  facili 
tate  the  process. 

An  alternative  would  be 
for  the  FASB  to  require 
utilities  to  review  their  as- 
sets when  they  deregulate. 
Then,  if  necessary,  they 
can  write  off  assets  that 
have  become  impaired  by 
deregulation.  After  all, 
that's  what  managers  of 
~-  nonregulatcd  companies 
do  all  the  time.  ■ 
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ITS  TIME  TO 


To  our  Econ-o-watt.* 
"Econ-o-what?"  you  ask. 

Econ-o-watt.  Philips  Econ-o-watt  lamps.  They  can  lighten  up  your 
lighting  costs. 

Switching  to  Econ-o-watt  fluorescent  lamps  from  standard 
fluorescents  saved  one  of  the  largest  office  buildings  in  Dallas  over  nine 
cents  per  square  foot  in  annual  energy  costs -that's  $110,000  per  year. 

Imagine  how  those  savings  could  translate  to  your  15,500,000 
square  feet  of  office  space. 

Right  now,  while  you're  spending  $260  million  on  capital 
improvements,  why  not  spend  just  a  few  minutes  finding  out  how 
Philips  Lighting  can  improve  your  capital  position? 

Please  call  us  at  1-800-631-1259,  Ext.  241,  for  a  little  (forgive  us!) 
light  conversation. 

ITS  TIME  TO  CHANGE  YOUR  BULB. 


Philips 
Econ-o-watt* 
Fluorescent 

Lamp 


Rockefeller  Center, 
New  York  City 


USA 

OfflClAl  SPONSOR 
W88US  OlYMPtCtEAM 


PHILIPS 


©  1988  Philips  Lighting  Co  -A  Division  of  North  American  Philips  Corp 


On  the  Docket 


recent  federal  appeals  court  decision 
foreign    governments    to    snoop 

ough  U.S.  bank  records  of  foreign  na- 
tionals— looking  for  virtually  anything 
they  want.  A  good  idea? 

Fishing 
expedition 


By  Deirdre  Fanning 


In  1985  the  government  of  Trini- 
dad and  Tobago,  suspecting  a  cur- 
rency exchange  law  scam,  asked 
the  U.S.  Justice  Department  to  sub- 
poena the  Miami  bank  records  of  a 
wealthy  Tnnidadian  named  Joseph 
Azar.  Because  there  was  no  official 
legal  proceeding  pending  against 
Azar,  he  refused  to  hand  over  his  rec- 
ords. His  reasoning?  When  similar 
cases  had  come  before  federal  judges 
elsewhere,  they  had  deemed  the  exis- 
tence of  a  pending  legal  proceeding  in 
a  foreign  country  to  be  a  vital  precon- 
dition to  the  release  of 
any  records  to  a  foreign 
government. 

But  the  U.S.  Justice 
Department,  eager  to 
curry  favor  with  the 
Tnnidadian  govern- 

ment, went  to  court  for 
an  enforcement  order 
anyway — and  surpris- 
ingly enough,  got  what  it 
wanted  A  Miami  federal 
I  in  i  tfect, 
the  other  federal 
dist>  jes  had  it  all 

wrong  pros- 

pect of 

enough  to  justify 
of  the  documents.  Azar 
appealed  to  the  Eleventh 
Circuit  Court  of  Appeals 
and  once  again  he  lost. 

Now  the  U.S.  Su- 
preme Court  is  being 
asked  to  clear  up  the 
conflict,  and  common 
sense  clearly  favors 
Azar.  America  is  rightly 


viewed  as  the  ultimate  haven  of  peo- 
ple fleeing  oppression  around  the 
world.  But  if  the  appellate  ruling 
against  Azar  is  allowed  to  stand,  fi- 
nancial privacy  can  no  longer  be  taken 
for  granted  by  foreigners  who  bring 
their  money  here. 

Sure,  there  is  a  certain  amount  of 
tainted  money  being  laundered 
through  U.S.  banks  by  foreign  crooks 
and  drug  dealers.  But  U.S.  banks  also 
hold  the  savings  and  investments  of 
legitimate  businessmen  around  the 
world,  many  of  whom  strongly  op- 
pose the  corruption  and  officially  con- 
doned drug  trafficking  that  goes  on  in 


their  own  countries.  Unless  Azar'; 
ruling  is  overturned,  those  corrupi 
governments  could  in  effect  be  em 
powered  to  use  the  U.S.  courts  to  hun 
down  and  harass  their  political  ene 
mies  by  conducting  fishing  expedi 
tions  through  their  bank  records  righ 
here  in  the  U.S. 

At  the  heart  of  the  problem  is  i 
century-old  federal  statute  that  origi 
nally  allowed  U.S.  courts  to  assist  for 
eign  tribunals  in  "pending  proceed 
ings"  by  compelling  the  production  o 
testimony  or  documents  by  foreigner; 
living  in  the  U.S.  Over  the  years  Con 
gress  has  steadily  broadened  the  read 
of  the  statute,  even  reaching  the  point 
in  1 964,  of  deleting  the  word  "pending' 
as  it  refers  to  "proceeding." 

The  deletion  of  that  one  word  ha: 
created  all  the  confusion.  Sonw 
judges,  as  in  the  Azar  case,  say  nc 
proceeding  at  all  is  necessary  for  rec 
ords  to  be  released;  other  judges  clin; 
to  the  original  intent  of  the  statute 
and  say  that  an  official  legal  actioi 
must  be  commenced  for  the  law  t( 
have  force.  Thus,  in  New  York  ii 
June  a  federal  judge  ruled  that  th< 
Brazilian  government  could  not  com 
pel  Morgan  Guaranty  Trust  Co.  t( 
release  to  a  Brazilian  court  the  Nc 
York  bank  records  of  five  Panamani 
an  corporations.  The  judge  decidei 
instead  that  because  the  Brazilian  in 
vestigation  was  merely  an  investiga 
tion  in  which  no  one  had  yet  beei 
indicted,  the  government  had  no  le 
gal  right  to  the  records. 

With  an  estimated  $10  billion 
foreign  deposits  in  southern  Flori 
banks  alone,  U.S.  b 
ers  are  understandabl 
worried  about  the  poten 
tial  impact  of  the  Aza 
case.  "You  have  to 
yourself  to  what  exten 
this  will  discourage  foi 
eign  investors  from  de 
positing  in  U.S.  banks, 
notes  New  York  attornc 
Thomas  Engel,  a  leadin; 
expert  on  the  subject. 

But  even  without  th 
economic  implication 
for  the  banking  industry 
the  Azar  ruling  is  trou 
bling.  Both  the  Constitu 

J  tion  and  federal  statut 
law  protect  an  indi 
dual 's  rights  of  privacy  b 
barring  the  taking  of  evi 
dence  from  an  opponen 
until  a  legal  action  ha 
actually  commencec 
Why  should  foreign  gov 
ernments  be  granted 
special  exception  to  tha 
rule?  ■ 
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Special  Advertising  Supplement 


DUBAI 


MESSAGE  FROM 

H.H.  SHAIKH  AHMED  BIN  SAEED  AL  MAKTOUM 

CHAIRMAN,  DUBAI  BUSINESS  AND  TOURISM  DEVELOPMENT  BOARD 


Dubai  has  come  a  very  long  way  in  a 
short  time.  Our  International  Trade 
Centre  has  undergone  constant  ex- 
pansion ever  since  it  opened  in 
1979.  Its  three  exhibition  halls  total- 
ing more  than  158,000  square  feet, 
have  become  the  site  of  both  region- 
al and  international  trade  shows  and 
conferences.  The  Jebel  Ali  Free 
Zone  Authority  is  fully  operational, 
and  international  business  has  re- 
sponded with  enthusiasm  interna- 
tionally. 

We  are  especially  pleased  with 
the  American  presence  in  Dubai.  In- 
creasingly, we  are  becoming  host  to 
some  of  the  leading  names  in  Ameri- 
can business,  and  prospects  are 
bright  that  our  relationships  with 
American  companies  will  continue 
to  expand. 

That  is  why  we  have  chosen  this 
prestigious  means  of  addressing 
the  American  business  community. 
At  the  same  time,  it  gives  me  the 
opportunity  to  acquaint  you  with  the 


newly  established  Dubai  Business 
and  Tourism  Development  Board, 
and  to  announce  the  opening  of  its 
first  office  in  the  New  York  metropoli- 
tan area.  It  will  serve  to  coordinate 
our  long-standing  efforts  to  promote 
Dubai  as  one  of  the  world's  principal 
commercial  centers. 

The    Board   will    be   a   single 
source  of  information  on  virtually  ev- 


ery aspect  of  life  in  Dubai  for  visitors, 
whether  it  pertains  to  commercial 
activities  or  our  extensive  tourist  at- 
tractions, our  superior  air  service, 
duty  free  shopping  or  five-star  ho- 
tels. 

By  bringing  together  the  pro- 
motional activities  of  the  Dubai 
Chamber  of  Commerce,  the  Dubai 
International  Trade  Centre,  the  Je- 
bel Ali  Free  Zone  Authority  (JAFZA) 
and  other  organizations  in  the  gov- 
ernment and  private  sector,  we 
hope  to  speed  the  flow  of  informa- 
tion to  visitors  of  our  Emirate. 

In  a  few  short  years,  Dubai  has 
become  the  commercial  center  of 
the  United  Arab  Emirates  and  we 
have  now  extended  our  reach  far 
beyond  the  boundaries  of  the  Mid- 
dle East.  In  these  exciting  times,  we 
invite  American  companies  to  par- 
ticipate as  we  join  the  ranks  of  the 
world's  great  international  business 
capitals,  and  to  visit  and  enjoy  our 
unique  and  dramatic  country. 


HOW  TO  REACH  90  MILLION  CONSUMERS 
IN  THE  GULF  WITHOUT  ACTUALLY  BEING  THERE... 


Dubai  provides  you  a  direct 
access  to  some  of  the  fastest 
growing  consumer  markets  in 
the  world  today. .  .over  90  million 
consumers  on  both  sides  of  the 
Gulf,  from  Kuwait  to  Oman.  With 
Dubai's  Free  Trade  Zone 
serving  as  a  singular  supply 
and  distribution  centre. 

And  right  in  the  middle  of  it 
you  will  find  Gulf  Express 
Freight.  A  company  that 
provides  major  and 
multinational  principals  with 
modern  warehousing  and 
distribution  facilities.  A  fully 
computerised  export 
documentation  provides  a 
complete  import/export  and 
stock  management  facility. 


For  up  to  date  stock  inventories 
and  faster  response  to  individual 
customer  demands. 

More  importantly,  Gulf 
Express  Freight  monitors 
complete  cargo  movement  - 
from  the  entry  into  the  Free  Zone 
through  forwarding  it  to  its 
specified  destination,  by  air,  sea 


or  land .  With  a  wide  network  of 
offices  and  associates  in  the 
Gulf,  and  around  the  world,  Gulf 
Express  Freight  can  look  after 
your  interests  in  the  Free  Trade 
Zone. 


GULF  GCPfteSS  FR6IGHT 

A  Division  of  Gulf  Agency  Company 

We  lead  where  others  lag. 

P.O.  Box  2779,  Dubai  -  U.A.E.  Tel:  457725 

Telex:  48939  GEF  EM  Telefax:  457202 

For  more  information,  call 

Issa  Baluch,  General  Manager 

on  Dubai  457725  or  Tony  Condon, 

Business  Development  Manager 

on  Jebel  Ali  (084)  56048 


International  Air  Freight  and  Sea  Freight  Forwarders  ■  Specialists  in  Import  and  Redistribution  of  Dry  and  Refrigerated  FMCG  Products  Throughout  Arabian  Gulf 
■  FMCG  Co-Packing  ■  Warehousing  and  Export  Management  Logistics  ■  Packing  and  Personal  Effects  Removals  ■  Project  Forwarding  ■  Cargo  Insurance 


A  VISION  OF  THE  21  ST  CENTURY 


By  Robert  J.  Bowman 


Sultan  Ahmed  Bin  Sulayem  sounds  like 
a  futurist  when  he  talks  about  a  great 
international  trading  center  rising  from 
the  desert  sands  of  Dubai. 

He  sees  a  place  where  merchants 
and  manufacturers  from  around  the 
world  can  obtain  access  to  a  market  of 
one  billion  consumers  across  three 
continents.  A  place  where  the  ordinary 
rules  and  red  tape  of  global  trade  do 
not  apply — The  Hong  Kong  of  the  Mid- 
dle East. 

But  this  is  no  science-fiction  vision. 
The  underpinnings  for  such  an  ambi- 
tious world  trading  market  already  ex- 
ist. In  fact,  Dubai  handled  $6  billion  in 
imports  last  year,  75%  of  which  were 
re-exported  to  Europe,  Asia  and  Africa. 
A  program  of  incentives  for  multination- 
als, ranging  from  100%  foreign  owner- 
ship to  no  taxes  of  any  kind,  is  already 
in  place.  And  the  government  of  Dubai 
(part  of  the  United  Arab  Emirates)  has 
invested  $2.5  billion  into  a  project  that, 
by  all  accounts,  has  grown  remarkably 
in  just  three  years. 

Sulayem,  chairman  of  the  Jebel  Ali 
Free  Zone  Authority  (JAFZA),  says  that 
"today  there  are  over  200  international 
companies    doing    business"    there. 


ubai  International  Airport — served  by  51 
lines  to  95  destinations  worldwide 


"They  account  for  a  combined  invest- 
ment of  about  $500  million,  and  they 
employ  nearly  6,000  people."  Ameri- 
can names  in  the  Free  Zone  include 
such  multinationals  as  3M,  Union  Car- 
bide, Arco,  M&M/Marks  Confectionery, 
Black  &  Decker,  York  Air  Conditioning, 
Singer  Sewing  Machines  and  Reebok 
Running  Shoes. 

JAFZA,  Sulayem  says,  represents  a 
concerted  effort  to  overturn  long-stand- 
ing misconceptions  about  doing  busi- 


ness in  the  Middle  East.  Many  Ameri 
can  firms  see  the  region  as  a  place  t( 
be  avoided,  a  sort  of  bureaucratic  jun 
gle  that's  rife  with  restrictions  and  ar 
cane  laws.  The  Iran-Iraq  conflict  an< 
instability  in  the  Persian  Gulf  havi 
heightened  their  worst  fears. 

But  there's  another  side  to  the  stot> 
Sulayem  insists.  "What  you  read  in  th< 
headlines  is  just  a  tiny  part  of  the  pic 
ture.  In  reality,  business  has  bee 
booming  in  Dubai  for  several  years 
thanks  to  our  open-door  policy  on  trad 
and  political  neutrality." 

To  spread  the  word,  Sulayem  and 
team  of  Dubai  officials  have  been  oil 
cling  the  globe  in  recent  months,  mee 
ing  with  top  business  executives,  mat 
ing  speeches,  attending  conference 
and  manning  booths  at  trade  fairs  Si 
layem  points  out  that  American  compj 
nies  have  the  biggest  stake  in  the  Fre 
Zone,  with  a  $200-million  investment. 

The  Free  Zone  is  still  young,  but  tr 
strategy  behind  it  isn't.  Thirty  years  ac 
—  long  before  the  oil  bonanza  that  ei 
riched  so  many  Middle  Eastern  econ 
mies  —  Dubai's  ruler  was  hatchir 
plans  to  capitalize  on  the  city-state 
centuries-old  role  as  a  trading  cent* 
By  the  time  construction  began  in  1 97 
Dubai  had  sufficient  revenues  from 
and  gas  to  finance  the  ambitious  pr 


A  COMMITMENT 
TO  PROGRESS  AND  PROSPERITY 


Dubai  today  is  a  modern  city,  still  glowing  with 
the  vision  that  guided  it  into  the  future. 

Since  its  formation  in  1959,  Dubai  Electricity 
Company  has  always  planned  ahead,  antici- 
pating the  needs  of  this  ever-growing  Emirate. 

It  employs  handpicked  professionals  who 
constantly  endeavour  to  see  that  there  is  no 
compromise  on  the  quality  and  quantity  of  water 
and  electricity  supplied. 

A  growing  commitment  towards  a  brighter, 
more  prosperous  Dubai. 


DUBAI  ELECTRICITY  COMPANY 

P.O.  Box:  564,  Dubai  -  United  Arab  Emirates  Tel:  2221 1 1/226216 
Telex:  45838  Kahrba  EM  Cable:  KAHRABA  DUBAI  Telefax:  281930 


"Dubai  will  remain  a  free 
trading  city" 

H.H.  Sheikh  Rashid  bin  Saeed  Al  Maktoum  Vice  President  and 
Prime  Minister  of  the  U.A.E.  and  Ruler  of  Dubai 
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UR  NEW  BASE  FOR  WORLD  MARKETS 


is  Jebel  Ali  Free  Zone  has  now  made  it  easy 
ernational  companies  to  set  up  trading  and 
trial  bases  in  the  Middle  East. 

nations  such  as  Arco,  British  Petroleum,  Black 
:ker,  McDermott,  Halliburton,  Union  Carbide 
hell  have  already  taken  advantage  of  these 
ig  trade  freedoms  and  benefits  unique  to 
Ali. 

>ok  at  these  advantages. 

%  foreign  ownership 

imited  transfer  of  profit  and  capital 

corporate  taxes  for  a  minimum  of  1 5  years 


No  personal  income  taxes 
"  No  import  duties/export  taxes 
-  No  sponsorship  restrictions 
■  Unlimited  cheap  energy 

With  superb  facilities  including  an  extensive 
infrastructure,  state-of-the-art  communications, 
accommodation,  hotels,  hospitals,  security  and  every 
modern  amenity,  this  45  sq.  km  business  opportunity 
is  your  new  frontier  for  world  markets. 


To  find  out  about  these  freedoms  contact: 


>  Jebel  Ali  Free 
Zone  Authority 

THE  PRIDE  OF  DUBAI 

Marketing  Dept.  No.  09,  P.O.  Box  3258,  Dubai,  Tel:  084-56578,  Telex:  47398  PAJA  EM,  Fax:  084-56093 
ting  Dept.  No.  09,  P.O.  Box  803,  Iselin,  New  Jersey  08830,  USA,  Tel:  201  -906  -8985,  Telefax:  -201  -  6328652 
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ley  was  spent  wisely.  "We 
~>  diversify  our  economy,"  explains 
Sulayem.  "We  knew  the  oil  boom  would 
net  last  forever,  and  that  a  more  stable 
and  diversified  source  of  capital  was 
required." 

From  the  beginning,  Dubai's  plan- 
ners were  thinking  big.  The  first  step 
was  construction  of  the  Port  of  Jebel 
Ali,  today  the  largest  man-made  harbor 
in  the  world.  It  covers  2,500  acres,  with 
67  berths  for  everything  from  super- 
tankers to  container  ships.  (The  tiny 
dhow,  a  traditional  trading  vessel  of  the 
region,  still  plies  Dubai  Creek  and  the 
waters  of  the  Gulf  by  the  thousands.) 

The  port  later  became  part  of  JAFZA, 
which  was  officially  opened  in  1985 
and  has  grown  into  25,000  acres  that 
were  literally  carved  out  of  the  desert. 
Included  in  the  complex  are  the  Free 
Zone  and  an  Industrial  Zone  for  compa- 
nies looking  to  source  production  on 
foreign  ground.  The  whole  complex  is 
linked  to  the  world  through  a  modern 
system  of  roads  and  communications. 

To  sweeten  the  deal,  trade  architects 
crafted  a  program  of  incentives  un- 
matched in  the  region.  Total  foreign 
ownership  is  permitted,  along  with 
complete  repatriation  of  profits  and 
capital.  Companies  were  given  a  fif- 
teen-year tax  holiday,  renewable  for 
another  fifteen.  JAFZA  eliminated  im- 
port duties,  personal  income  taxes, 
currency  restrictions  and  limitations  on 
work  permits. 

"We  felt  the  time  was  right  to  ad- 
vance the  cause  of  free  trade,"  Su- 
layem recalls.  "Many  countries  were 
putting  up  barriers  to  trade  —  duties, 
quotas,  non-tariff  barriers,  protectionist 
laws.  We  went  in  the  opposite  direction. 
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Ariel  of  Jebel  Ali  Port  container  yard.  Larges 
man-made  port  in  the  world 


We  removed  them." 

"The  United  States  still  holds  the 
edge  when  it  comes  to  entrepreneurial 
spirit,"  he  says.  "American  companies 
are  open  to  fresh  ideas,  new  markets 
and  innovative  thinking." 

Sulayem  believes  that  JAFZA's  suc- 
cess in  the  United  States  is  due  partly 
to  timing,  intentional  or  not.  "The  lower- 
valued  dollar  has  been  a  strong  incenti- 
ve," he  says.  "We  knew  that  American 
firms  would  be  looking  for  new  opportu- 
nities to  export  At  the  same  time,  Du- 
bai's dirham  is  tied  to  the  value  of  the 
dollar,  so  you  still  get  your  money's 
worth  in  the  Free  Zone." 

But  there  was  an  unforeseen  event 
that  prompted  American  companies  to 
redirect  their  investment  strategies:  the 
October  19  stock  market  crash.  In  Su- 
layem's  view,  "Black  Monday"  stripped 
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some  of  the  luster  from  stocks,  bonds 
and  securities,  and  many  businesses 
became  receptive  to  an  invitation  from! 
overseas — especially  one  with  minimal! 
restrictions  and  start-up  costs.  Mean-] 
while,  the  U.S.  economy  was  still  going! 
strong,  and  a  number  of  other  industrial! 
countries  were  emerging  from  reces-I 
sion.  Those  factors  tended  to  counter-! 
act  any  negative  publicity  about  thel 
Gulf    conflict,     Sulayem    says,     ancl 
helped    JAFZA   to   get    its   message 
across. 

Mr.  Issa  Balluch,  manager  of  Gul' 
Express  Freight,  one  of  Dubai's  largesi 
distribution  specialists  and  a  long  time 
presence  in  the  ports  of  Dubai,  be- 
lieves, "that  the  present  and  future  o: 
Dubai  is  with  international  industry  de 
velopment."  He  foresees  a  significan 
rise  in  the  multinational  presence  ir 
Dubai  with  the  recent  cease-fire,  anc 
that  future  business  will  locate  to  Duba 
as  the  hub  of  Middle  East  trade. 

Sulayem  is  heartened  by  the  appar 
ent  winding  down  of  the  Iran-Iraq  war 
He  expects  business  to  blossom  witfj 
the  end  of  hostilities.  "The  future  is  one 
of  peace,"  he  insists,  adding  that  one  o 
the  best  ways  to  achieve  this  elusive, 
goal  is  to  promote  free  trade  around  th< 
world. 

Sulayem's  vision  of  the  future  is  long 
range  —  a  necessary  perspective  to 
anything  so  ambitious  as  the  Dube 
Free  Zone.  But  the  JAFZA  chairmai 
seems  confident  that  his  dreams  will  b 
realized.  "We  are  seeing  the  develop 
ment  of  a  global  economy,"  he  says 
"In  the  years  to  come,  success  wi 
depend  on  international  networks,  nc 
protectionism.  That  is  why  we  are  buile 
ing  a  city  of  the  Twenty-First  Century. 


Three  forces  fueled  by  one  source: 

Progress  for  people. 


Duo-.  'hose  few  places  m  the  world 

where  nature   omr'ements  human  endeavour. 
From  the  |  a  sea  and  the  depths  of 

the  earth  e>tie  lesanabunda  ce  of  resources 
which  are  -'edwith 

the  emergence  ■      •         ndustries. 

Dubai, Dugas and O'tieus  Wort  .son. 

Linked  by  a  single  principli 

technology  to  make  v> 

and  in  the  sea.  work  to  produce.         i       ties 

that  will,  in  turn,  work  for  Dubai. 


Dubai  not  only  produces,  from  sea  water,  water 
for  drinking  purposes,  it  also  generates 
electricity  for  its  world-famous  power-intensive 
aluminium  smelter.  This  billion  dollar  smelter's 
power  station  is  fueled  by  natural  gas  supplied 
by  Dugas. 

Closely  linked  to  Dubai,  Dugas  has  produced 
over  five-million  tonnes  of  Liquid  Petroleum 
Products. 

Oilfields,  in  its  supportive  role,  is  a  major 


supplier  of  services  and  equipment  for  the 
petroleum  and  related  industries  in  Dubai. 

Fundamental  to  Dubai's  resolve  to  set  up  a 
viable  industrial  base,  these  three  companies 
are  catalysts  of  growth.  Their  work  is  different, 
but  their  goals  converge  and  they  enjoy  their 
role  in  this  exciting  development... progress  all 
the  way. 

Oilfields.  Dubai.  Dugas.  United  we  stand. 


DUGASQ 
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OILFIELDS  SUPPLY  CENTER  LTD. 

PO.  60x1518,  Dubai,  U.A.E.  Tel:  226171/9 

Telex:  45454  OSC  EM 

Dubai  Natural  Gas  Company  Umiti 
P.O.  Box  4311,  Dubai.  U.A.E. 
Managed  and  Operated  by 
Scimitar  Oils  Umlted  S  A 
Dubai  Aluminium  Company  Ltd. 
P.O.  Box  3627,  Dubai,  U.A.E. 
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BUSINESS  STYLE  — 
LIFESTYLE 

a  place  for  business,  living  or  pleas- 
;,  Dubai  is  unsurpassed. 

With  its  centuries-old  origins  as  a 
ding  center  of  trading  and  corn- 
ice, it  seems  only  natural  that  Dubai 
xild  emerge  as  the  commercial  cen- 
of  the  Middle  East. 

It  is  serviced  by  a  modern  busi- 
3S  infrastructure  with  abundant  sup- 
3S  of  water  and  electrical  power, 
te-of-the-art  telecommunications  fa- 
ties,  extensive  banking  resources 
j  numerous  hotels  and  conference 
:ilities.  Its  transportation,  roads,  high- 
ys  and  shipping  capabilities  are  un- 
veiled. Its  focus  is  distinctly  interna- 
lal,  extending  a  friendly  business 
id  to  the  United  States  and  the  rest 
the  world. 

The  growing  list  of  firms  locating  in 
i  Free  Trade  Zone  are  attracted  to 
vantages  which  are  difficult  to  dupli- 
te  anywhere  else  in  the  world.  Goods 
inufactured  or  imported  by  compa- 
is  located  in  the  Free  Zone  are  ex- 
ipt  from  customs  duty;  Free  Zone 
mpanies  and  their  employees  are 
3mpt  from  all  taxes  for  a  period  of  15 
ars,  renewable  for  an  additional  15- 
ar  period;  100%  foreign  ownership  is 
rmitted;  office  space  rentals  average 
2-per-foot-per-year;  land  rentals  av- 
ige  $1 .50  per-square-meter-per- 
ar. 

With  two-thirds  of  its  population  of 
5,000  comprised  of  expatriates  and 
ssessing  one  of  the  world's  highest 
r  capita  incomes,  Dubai  offers  all  of 
!  amenities  of  modern  American  and 
ropean  cities.  The  coin  of  the  realm, 
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the  dirham,  is  pegged  directly  to  the 
dollar  so  there  are  no  currency  fluctua- 
tion problems  for  American  travelers. 
The  Middle  East  is  the  only  place  in  the 
world  today  where  an  American  dollar 
still  buys  a  dollar's  worth. 

Employees  of  American  compa- 
nies enjoy  inexpensive,  quality  hous- 
ing, readily  available  in  Dubai  with  a 
choice  of  apartments  and  homes,  fur- 
nished and  unfurnished. 

First  class  medical  care  is  abun- 
dant in  Dubai.  It  offers  a  total  of  1,500 
beds  in  four  hospitals.  The  newest,  Du- 
bai Hospital,  is  considered  one  of  the 
leading  medical  centers  in  the  Middle 
East.  * 

Dubai  is  also  the  educational  cen- 
ter of  the  area.  In  addition  to  Emirate- 
run  schools,  there  are  18  private 
schools    within    Dubai.    Several    are 
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taught  in  English  by  teachers  from  the 
U.S.  and  the  U.K. 

And  for  play  and  lifestyle,  Dubai 
offers  a  varied  array  of  leisuretime  ac- 
tivities that  Americans  find  to  be  a  new 
kind  of  fun. 

A  reminder  of  Dubai's  origins  is  the 
spectacle  of  camel  racing,  an  ancient 
tradition  in  Dubai  and  the  Arabian  Gulf 
states.  Camel  racing  is  so  popular  in 
Dubai,  that  it  has  set  aside  a  special 
site  for  the  races  and  has  constructed  a 
new  spectators'  building  from  which  to 
view  the  races. 

Another  ancient  sport,  falconry  — 
hunting  birds  with  falcons  —  is  still 
practiced  in  Dubai  during  the  winter 
months. 

One  popular  pastime  pursued  in 
Dubai  that  is  found  nowhere  else  in  the 
world  is  "wadi-bashing".  Its  rules  are 
deceptively  simple.  It  involves  nothing 
more  elaborate  than  driving  along  wa- 
dis,  which  are  dried-up  river  beds  that 
flow  from  the  Hajar  Mountains  into  the 
desert  or,  on  the  East  Coast,  toward  the 
sea. 

For  the  golf  aficionado,  Dubai  has 
recently  completed  the  creation  of  the 
new  Emirates  Golf  Club,  designed  by 
the  noted  American  golf  course  de- 
signer Karl  Litton.  It  features  a  champi- 
onship 18-hole  course  of  long  grass 
fairways  and  lush  putting  greens,  a 
clubhouse  with  a  five-star  restaurant, 
squash  courts,  saunas  and  Jacuzzis,  a 
bowling  green  and  tennis  courts.  A  $14 
million  cricket  and  hockey  stadium  is 
also  under  construction,  scheduled  for 
completion  by  the  end  of  this  year. 

One  of  the  major  events  in  Dubai  is 
the  annual  year-end  horse  show  held  at 
the  Metropolitan  Hotel.  And  if  you  find 


DUBAI'S  NATIONAL  ENERGY  COMPANIES 
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These  two  Government  of  Dubai  petroleum  marketing  companies  have  continued  to  expand 
over  the  years  serving  the  United  Arab  Emirates  and  beyond  with  EPPCO  marketing 
Gasolines ,  Gas  Oil ,  Bitumens  and  Bitumen  Cutbacks ,  Fuel  Oil ,  Bunker  Fuels  and  Lubricants 
and  EMIRATES  GAS  marketing  Propane,  Butane  and  LPG  mix.  No  wonder  we  are 
successful.  With  emphasis  on  service  and  marketing  a  whole  range  of  high  quality  petroleum 
products  at  competitive  prices,  the  number  of  retail  and  commercial  accounts  as  well  as  our 
network  all  over  the  Emirates  continue  to  grow.  We  will  continue  to  capitalize  on  our  success 
by  searching  for  ways  and  means  to  serve  you  better. 

EMIRATES  PETROLEUM  PRODUCTS  COMPANY  (PRIVATE)  LIMITED  -  EPPCO 

P.  O.  Box  5589,  Dubai,  United  Arab  Emirates 

Telephone:  9714-372131  Telex:  48344  EPPCO  EM  Fax:  9714-375990 

EMDtATES  GAS  BOTTLING  COMPANY  LIMITED 

P.  O.  Box  7736,  Dubai,  United  Arab  Emirates 

Telephone:  97184-56455  Telex:  48128  LPGAS  EM  Fax:  97184-56427 
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SEMENT6 


A  VISION  OF  THE  21  ST  CENTURY 


3  -acing  too  tame,  you  can  view 
autc  racing.  Five  international  auto  ral- 
lies are  held  throughout  the  Gulf  and 
Dubai  is  host  to  the  finals  at  year's  end. 

For  those  who  find  shopping  to  be 
the  ultimate  leisure-time  activity,  Dubai 
may  come  as  a  surprise.  It  boasts  the 
lowest  prices  for  duty-free  goods  in  the 
world — last  year  duty-free  sales  totaled 
$250,000  a  day.  In  addition,  there  are 
modern  air-conditioned  shopping  cen- 
ters and  hundreds  of  traditional  souks 
line  the  streets  of  Dubai  selling  every- 


thing from  fresh  produce  and  fish  to 
antiques  and  apparel. 

Truly  a  good  place  to  work,  a  good 
place  to  live,  and  a  good  place  to  play. 

A  LEADING  AIRLINE— 

A  LEADING  AIRPORT— 

WHERE  THE  MIDDLE  EAST 

MEETS  THE  WORLD 

Reflecting  the  role  of  Dubai  and  the 


EAST  OR  WESTBOUND, 


JEBEL  ALI  PORT  IS 
THE  CENTER  FOR  TRADE 


JEBl 
POH 


DUBAI 


Dubai.  A  flourishing  cosmopolitan  city,  built  on 
banking,  trading  and  free  enterprise.  A  city  where 
its  government  are  always  looking  ahead.  Building, 
expanding,  opening  new  opportunities  for  traders 
and  investors  from  around  the  world. 

In  the  world  of  trade,  Dubai,  being  strategic  all y 
located  on  the  southern  Up  of  the  Arabian  Gulf, 
serves  as  a  link  between  Europe,  the  African 
States,  Asia  and  the  Far  East.  And  one  of  the  maior 
parts  of  this  link  is  Jebel  All  Port,  the  largest 
man- mad*  port  in  the  world. 

Set  in  the  heart  of  the  Jebel  All  Free  Zone,  the  Port 
offers  67  berths,  modem  container,  bulk,  general 
cargo  and  RoHo  terminals,  with  the  most 


up-to-date  cargo  handling  machinery  enabling 
quick  turnarounds. 

For  storage  there's  over  250,000  square  metres  of 
airconditioned  warehousing,  covered  warehousing, 
paved  open  storage  and  a  cold  store 
which  is  only  30m  from  the  quayside. 

Air/sea  cargo  facilities,  a  bonded  trucking  fleet  and 
close  promixrty  to  the  international  airports  of 
Dubai  and  Abu  Dhabi  make  Jebel  Ah  Port  an  ideal 
redistribution  point. 

So.  the  next  time  you  look  for  a  trading  center,  look 
to  Jebel  All  Port.  Dubai.  Your  link  between  East 
and  West .  The  center  for  world  trad*. 


Marketing  Dept 
Marketing  Dept.  No.  09 


09,  P.O.  Box  3258.  Dubai,  Tel:  084     T578,  Telex:  47398  PAJA  EM,  FaxTOBV  56093 

3,  Iselin.  New  Jersey  08L  0  USA,  Tel:  201-906-8985,  Telefax:  -201-6328652 
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U.A.E.  as  the  Middle  East's  commercia 
hub,  Dubai  has  rapidly  become  one  o 
the  busiest  transit  points  and  the  mos 
prominent  aviation  centers  in  the  world 

Under  the  leadership  of  Shaikh  Ah- 
med Bin  Saeed  Al  Maktoum,  chairmar 
of  Emirates,  the  international  airline  o 
the  U.A.E.  has  quadrupled  its  flight? 
since  it  was  established  in  Dubai  ir 
1985 

For  the  increasing  number 
American  business  travelers  and  tour 
ists  who  will  be  making  Dubai  their  des 
tination,  Emirates  has  completed  arj 
rangements  with  major  U.S.  carriers  foj 
direct  connection  link-ups  and  pack 
age  tour  arrangements  with  the  U.SJ 
travel  industry. 

Many  American  business  trave 
lers  will  attest  to  Middle  East  hospitalit 
in  the  air — from  the  stretched-out  com 
fort  of  electronically  controlled  seat 
that  cost  $10,000  a  pair,  to  vintagi 
champagne  and  Beluga  caviar  at  take 
off,  to  Roquefort  cheese  and  burgund 
following  a  sumptuous  meal. 

Today,  operating  a  fleet  of  five  air 
craft,  Emirates  has  won  high  marks  fo 
the  punctuality  of  its  flights  and  the  hig 
level  of  service  it  provides  to  its  pas 
sengers  The  airline's  on-time  recori 
hovers  right  around  the  98%  mark 

Emirates  is  planning  to  introduc 
Cargo  Village,  a  new  concept  in  carg 
carriage  movement  and  transport  the 
may  well  revolutionize  cargo  handlin 
in  airports  throughout  the  world. 

Emirates  is  rapidly  expanding  int 
door-to-door  air  express  deliveries  an 
expects  to  see  that  segment  of  its  bus 
ness  increase  by  80%  this  year. 

In  addition  to  modern  equipmer 
and  efficient  service,  Emirates  has  th 
advantage  of  using  the  Dubai  Interne 
tional  Airport  as  its  hub. 

In  a  recent  survey,  air  traveler 
voted  Dubai  International  as  one  of  th 
world's  top  ten  airports.  Among  tho; 
polled,  80%  said  that  one  of  its  chii 
attractions  was  that  its  award-winnb 
duty-free  shops  were  a  "shopper's  pai 
adise ." 

Colm  McLoughlin,  general  mana 
er  of  the   Dubai   duty-free  shoppn 
complex,   comments,    "Duty-free  h 
grown  faster  in  the  Middle  East  th 
anywhere  in  the  world. ..and  has  ui 
doubtedly  opened  up  new  horizons 
the  industry  as  a  whole  but,  more 
portant  is  the  way  in  which  this  h 
been  achieved  and  the  positive  effi 
that  it  is  certain  to  have  on  the  im 
and  reputation  of  the  duty-free  indu 
overall  "■ 

Robert  J.  Bowman  is  a  national  writfj 
on  world  trade  and  economics,  base 
m  San  Francisco 


ShoDomg  was  never  our  idea  of  fun,  until  we  visited  Dubai  Duty  Free      there 

we  just  couldn't  believe  our  luck,  with  such  a  vast  selection  of  the  World's 

♦oo  quality  products  at  the  lowest  onces      and  with  all  major  currencies 

ana  credit  cards  acceoted     buying  was  made  even  easier1 

~e  e .  e  us.  Dubai  Duty  Free  was  the  snopomg  trip  of  a  lifetime 
try  it  it  will  Pe  yours  toe' 

Dubai 
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2  say  the  U.S.  budgets  too  much  for 
cial  welfare,  others  say  too  little.  Charles 
Murray  says  this  is  the  wrong  argument. 

The  poverty  trap 


A  chat  with  political 
scientist  Charles  Murray 


By  Ronald  Bailey 


In  1984  Charles  Murray  chal- 
lenged liberal  orthodoxy  with  a 
startling  book:  Losing  Ground 
American  Social  Policy  1950-1980  (Ba- 
sic Books).  Carefully  researched  and 
documented,  the  book  showed  that 
Great  Society  programs  of  the  1960s 
and  1970s  had  not  only  failed  to  help 
America's  poor  and  disadvantaged, 
but  they  had  made  the  poor  poorer 
and  more  numerous.  The  welfare 
state  encouraged  the  poor  to  be- 
have in  the  short  term  in  ways  that 
were  destructive  in  the  long  term 
Indeed,  the  heart  of  our  welfare 
system,  Aid  to  Families  with  De- 
pendent Children,  discourages 
poor  people  from  marrying,  since 
doing  so  would  eliminate  their 
benefits.  Thus  has  the  proportion 
of  illegitimate  births,  single  parent 
families  and  broken  families  con- 
tinued their  relentless  climb. 

What  discomfited  the  left  about 
Murray's  book  was  that  it  argued 
against  welfare,  not  on  economic 
grounds,  but  on  grounds  of  social 
justice.  Nor  could  the  liberals  dis- 
Murray  as  a  know-nothing  re- 
actionary: A  fellow  of  the  Manhat- 

tute,  he  has  degrees  from     _ 
Harvard  and  MIT  and  served  in  the 
Peace  L 

This  mouth  Simon  &  Schuster  will 
publish  Murray's  new  book.  Titled  /;; 
Pursuit  Of  Happiness  and  overn 

ment,  it  builds  on  the  em  urical  find- 
ings reported  in  Losing  (     \und  Mur- 
ray's consistent  theme:  peo- 
ple   above    the    povem              is    a 
meaningless  accomplish! 
just  throwing  good  mon>  j  bad. 
Policymakers  should  instead 
government  can  enable  people  to  lead 
satisfying  lives.  For  most  of  us,  asserts 
Murray  in  //;  Pursuit,  the  way  w\ 
about  acquiring  food,  clothing,  sheltei 


and  other  material  things  is  intimate- 
ly bound  up  with  the  way  we  acquire 
self-esteem  and  fulfillment,  neither  of 
which  can  be  given  out  by  welfare 
bureaucrats;  they  must  be  earned. 

So  how  does  he  think  one  should 
help  the  poor?  Murray  stresses  the 
importance  of  local  communities  and 
organizations — religious,  social  and 
otherwise — in  solving  America's  so- 
cial ills.  Before  the  welfare  state  was 
created,  communities  took  measures 
to  alleviate  the  plight  of  the  poor. 


Political  scientist  (  baries  Murray 
Power  to  the  local  communities. 

They  could  do  so  again.  But  the  wel- 
fare state  frees  fortunate  people  from 
feeling  any  personal  obligation  to  help 
the  less  fortunate.  Murray  told 
Forbes:  "If  you  are  fortunate,  have 
money  and  have  some  degree  of  suc- 
cess, modern  politics  and  social  poli- 
cy have  given  you  an  easy  way  of 
rivaling  with  your  conscience.  Which 
is  to  vote  for  liberal  candidates.  And 
pay  more  on  your  taxes.  Which  isn't 
really  a  whole  lot  of  money  because 
the  amount  that  poverty  programs  do 
add  to  your  tax  bill  is  quite  small." 

As  an  example  of  how  individual 
and  community  action  used  to  allevi- 


ate social  ills — and  can  again — Mur 
ray  points  to  the  homeless  problem 
Typically,  he  says,  the  homeless  cor 
sist  of  single  mothers,  or  single  mei 
without  families.  Such  people  used  t< 
move  in,  temporarily,  with  family  o 
friends,  who  then  pressured  thei 
guests  into  finding  new  jobs  and  nev 
homes.  Nowadays,  federal  subsidie 
for  welfare  hotels  and  the  like  are  no 
only  wasteful  and  bureaucratized 
They  have  also  eliminated  the  self 
corrective  community  sanctions. 

In  a  similar  vein,  continues  Murray 
communities  used  to  take  steps 
feed  hungry  children,  discourage  teen 
age  pregnancies  and  encourag 
healthy  single  young  men  who  are  no 
in  school  to  get  jobs.  By  retumin; 
responsibility  for  social  programs  t( 
local  communities,  we  would  have 
situation  like  that  which  prevailed  ii 
the  earlier  decades  of  this  century. 

Murray's  critics  will,  of  course,  ar 
gue  that  Murray  is  agitating  for  a  re 
vival  of  Dickensian  poorhouses.  Mur 
ray  retorts  that  this  ignores  the  enor 
mous  creation  of  wealth  in  the  las 
century.  "If  we  returned  to  Jeffersoni 
an  society  in  our  current  state 
wealth,"  says  Murray,  "virtually  an 
problem  of  the  disadvantaged  yo 
want  to  mention  would  be  radicalb 
smaller  than  it  is  now." 

Sounds  good.  But  would  peopl 
really  take  on  the  responsibility 
Wouldn't  the  more  fortunate  con 
tinue  to  flee  to  suburban  enclaves 
leaving  the  inner-city  poor  to  shi 
for  themselves? 

That  question,  Murray  says,  i 
yet  another  example  of  how  conde 
scending  well-intentioned  peopl 
can  be .  They  are  too  quick  to  assum 
that  the  poor  are  incompetent.  Giv 
local  communities  authority  ove 
their  schools,  courts  and  welfar 
services,  and  the  inner-city  poc 
will  regain  control  over  their  o\ 
destinies.  Their  community  organi 
zations  will  mobilize  to  offer  foO' 
and  shelter  to  the  poor,  and  encoui 
.  age  the  young  to  get  good  education 
in  schools  that  the  communities,  no 
centralized  bureaucracies,  control.  T< 
think  otherwise,  says  Murray,  is  rac 
ism  of  the  most  invidious  kind, 
assumes  that  inner-city  blacks  an 
Hispanics  survive  only  with  the  help  ( 
the  predominately  white,  middle-clas 
government. 

"We  tried  to  remove  the  barriers  fr 
escape  from  poverty,  and  inadvertent 
ly  built  a  trap,"  wrote  Murray  in  Los 
ing  (/ round  "The  most  troubling 
pect  of  social  policy  toward  the  poo 
in  late  20th-century  America  is  nc 
how  much  it  costs,  but  what  it  ha 
bought."  ■ 
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Fine  jewelry  seldom  sees  the  light  of  day* 
JJnless,  of  course,  its  insured  by  Chubb. 
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Most  of  the  time,  fine  jewelry  is  kept  locked  in  a  vault.  Because,  with  traditional 
meowners  insurance,  that's  the  only  safe  place  to  keep  it.  Such  policies  simply  don't  provide 
equate  coverage  for  your  jewelry.  But  with  a  Valuable  Articles  policy  from  i  ^ — N| 

iubb,  each  piece  can  be  separately  insured  for  exactly  what  it  is  worth. 

With  Chubb,  you  can  be  comfortable  letting  your  jewelry  shine  in  the  , 
it  of  day.  For  full  information  call  800-922-0533.  I 

,'hubb  Group  of  Insurance  Companies  is  proud  to  participate  in  "American  Playhouse!'  Watch  for  it  on  PBS. 
by  David  Webb. 


Imagine  if  all  your  company's  employees 
were  as  smart  as  your  smartest  employee. 


All  your  business  decisions  would  be  more  consistent. 

All  your  people  would  eventually  be  more  productive. 

All  of  which  can  lead  to  higher  profitability. 

Thanks  to  IBM's  Expert  System  software  you  can  do  quite  a  bit  more  than 
just  imagine  it.  You  can  do  it. 

The  knowledge,  experience  and  expertise  of  your  senior  employees  can  be 
made  easil)  available  to  everyone  in  your  office  through  a  computer. 

So,  everyone  in  your  company  can  approach  a  business  decision  using  the 
same  reasoning  process  an  expert  would. 

They  can  ask  the  very  same  questions,  gather  and  consider  the  same 
information,  cross-reference  the  same  facts  and,  before  they  draw  their  own 
conclusions,  find  out  what  an  expert  would  have  done  in  the  same  situation. 


And  IBM's  Expert  System  software  is  open  to  new  ideas.  If  your  experts 
ink  up  some  brilliant  new  thoughts,  it's  easy  to  incorporate  them  into 
s  program. 

Not  only  does  this  way  of  working  promote  better  decision  making,  it  helps 
still  something  very  important:  confidence. 

Your  employees  can  learn  how  to  handle  situations  the  right  way,  right  from 
e  start.  They  can  handle  tougher  assignments  much  sooner.  And  in  turn, 
sir  managers  can  spend  more  time  managing. 

Insurance  underwriters  and  aerospace  manufacturers  are  already  using  IBM's 
pert  System  software,  and  they're  making  better  business  decisions  because  of  it. 

Expert  System  software — just  one  more  example  of  how  The  Bigger  Picture 
>m  IBM  can  work  for  you. 
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The  Up  &  Comers 
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Partners 


/ferb  Alpert,  with  instrument  of  his  choice 

If  you  can  come  from  nowhere  and  hit  big  once,  why  can't  you  do  it  again  and  again? 


Paul  Harris/Outline 


A&M  Records7  Herb  Alpert  and  Jerrys  Moss 
are  the  Graham  and  Dodd  of  the  enter- 
tainment business.  And  just  look  at  some 
of  the  talent  they've  unearthed. 

Waiting  for  the 
next  Elvis 


By  Peter  New  comb 


n  a  business  loaded  with  big  egos 
big  budgets,  trumpeter  Herb 
1  his  partner  ferry  Moss 
•under    Quietly, 
nting  the  world 
to  k;  have  built  pn- 

vate!\  tads  into  the 

nation's    I  |  endent   record 

company,  with    mi  ua]  sales  world- 
wide  surpassing  million.    To- 


rn 


gether  for  26  years,  Alpert  and  Moss 
are  sitting  on  top  of  a  hit  factory 
worth  nearly  $400  million.  The  key  to 
their  success  is  the  same  as  the  key  to 
success  in  the  stock  market:  Back 
properties  that  no  one  else  knows 
about  or  wants. 

Before  they  met,  Moss,  originally 
from  the  Bronx,  had  a  tiny  promotion 
and  publishing  company.  Alpert,  a 
trumpetei  extraordinaire  with  some 
records,  badly  wanted  to  control  pro- 


duction of  his  work.  In  1962  the  two 
put  up  $100  each  to  form  Carnival 
Records.  The  first  record,  "Tell  It  to 
the  Birds,"  wasn't  a  hit,  but  the  part- 
ners kept  going.  Recalls  A&M  Presi- 
dent Gil  Friesen,  now  51,  who  was 
hired  as  general  manager  in  1964  and 
today  owns  a  piece  of  A&M:  "We 
were  the  underdogs,  scrambling— 
make  that  striving — to  survive." 

Their  striving  paid  off  in  1962  with 
Alpert 's  first  single  on  the  A&M  label, 
the  bullfight-inspired  song  called 
"The  Lonely  Bull."  It  quickly  sold 
over  700,000  copies,  and  A&M  was  on 
its  way.  Four  early  albums  reached 
the  top  of  the  charts,  and  one  pro- 
duced the  hit  single  "A  Taste  of  Hon- 
ey." With  the  fifth  album,  Going 
Places,  Alpert  achieved  a  rare  musical 
milestone:  five  albums  on  Billboard's 
top  20  chart  at  the  same  time. 

But  the  partners  knew  early  on  that 
A&M  couldn't  live  on  Alpert  alone. 
"When  Herb  was  virtually  the  only 
artist  on  the  label,  there  was  this 
smart  window  display,"  recalls 
Warner  Brothers  Vice  President  Bob 
Merlis.  "It  said,  'You've  tried  our 
meat,  now  try  our  potatoes.'  And  the 
meat  was  Alpert,  and  the  potatoes 
were  a  lot  of  esoteric  British  rock  peo- 
ple." The  funny  thing  is,  says  Merlis, 
shaking  his  head,  "they  [Alpert  and 
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Moss]  kept  turning  their 
potatoes  into  meat." 
A&M  did  indeed  develop 
a  sure  touch  in  finding 
young,  unestablished  art- 
ists and  turning  some  of 
them  into  Herb  Alperts  or 
better. 

Fnesen  explains  the 
strategy  in  Graham  and 
Dodd  value  investing 
terms.  "We  don't  sign  big 
names,"  says  Friesen. 
"We  would  rather  have  an 
artist  whose  career  you 
slowly  build  with  great 
credibility  over  time  than 
an  artist  with  whom  you 
have  instant  chart  success 
and  that's  the  end  of  it." 

To  some,  that's  good 
business.  To  others,  it 
means  an  unwillingness 
to  gamble.  "A&Jvl  doesn't 
compete  in  the  area  of 
paying  millions  of  dollars 

to  sign  artists, "  sniffs  rock     

'n'  roll  impresario  David  Geffen,  who 
has  done  his  share  of  signing  older, 
established  stars.  "They  are  unwilling 
to  take  the  risk." 

But  look  back  at  some  of  the  un- 
knowns the  partners  have  signed,  and 
their  gift  for  finding  valuable  talent 
becomes  clear.  In  the  1960s  they 
brought  along  Sergio  Mendes  and  Joe 
Cocker.  In  the  early  1970s  it  was  Car- 
ole King,  the  Carpenters  and  Cat  Ste- 
vens. In  the  mid-1970s  Peter  Framp- 
ton,  and  in  the  late  1970s  Captain  and 
Tennille  and  Rita  Coolidge.  In  the 
1980s  it  has  been  the  Police,  Sting  and 
Janet  Jackson,  all  three 
with  million-seller  rec- 
ords. Ms.  Jackson,  Mi- 
chael Jackson's  kid  sister, 
lhad  a  1986  album,  Control, 
that  sold  over  5  million 
,copies  worldwide.  Most 
recently  there's  Suzanne 
;Vega,  whose  gold  (over 
500,000  sold)  debut  album 
was  followed  up  by  a  plat- 
inum (over  1  million)  rec- 
ord containing  the  hit 
.song  "Luka." 

The  fact  that  Alpert  and 
Moss  have  themselves 
:limbed  the  ladder  helps 
when  they  work  with  new 
mists.  They  never  be- 
ame  "Suits  from  New 
York,"  as  the  creative 
ypes  condescendingly 
:all  the  corporate  types. 
'They  knew  who  I  was 
ind  what  I  was  doing,  and 
:hey  were  not  interested 
n  messing  around  with 


Peter  <    Borsai 


Partner  and  cofounder  Jerry  Moss 
"Artists  are  not  pieces  of  equipment.' 


that  to  make  me  'successful,'  "  says 
Suzanne  Vega.  Says  Jerry  Moss:  "We 
like  to  think  we're  selling  artists,  not 
just  records.  Artists  are  not  pieces  of 
equipment." 

Once  the  money  began  flowing  in, 
Alpert  and  Moss  avoided  the  tempta- 
tion to  sign  big  names  and  instead 
channeled  some  of  the  cash  into  real 
estate.  In  1967  they  bought  the  old 
Charlie  Chaplin  movie  lot  for  their 
studios.  A&M's  offices — a  series  of 
bungalows,  a  gated  entrance  and  plen- 
ty of  shade  on  North  La  Brea  Ave- 
nue— are  now  a  prime  piece  of  real 


A&.M  President  Gil  Friesen 

"We  were  scrambling — make  that  striving." 


estate  in  expensive  Holly- 
wood. Other  Alpert  and 
Moss  real  estate  ventures 
around  Los  Angeles  are 
run  by  Alpert's  brother 
Dave. 

But  for  the  most  part, 
the  partners  kept  their 
eyes  on  the  source  of  their 
cash  flow,  entertainment. 
One  additional  push, 
prompted  by  Friesen,  has 
been  film  development. 
Here,  too,  A&M  looks  for 
unrecognized  writing  tal- 
ent. A&M  will  find  a 
book,  a  screenplay  or  just 
someone  pitching  an  idea. 
Then  the  company  will 
line  up  a  director  and 
stars,  then  a  studio.  Fi- 
nancing? That  A&JV1 
leaves  to  such  studios  as 
Universal.  For  acting  as 
producer,  A&lM  takes  a 
fee  and  a  share  in  the  prof- 

its,  if  any.  Its  biggest  hit  to 

date  was  the  movie  The  Breakfast  Club. 
which  grossed  over  $50  million 
worldwide.  But  add  the  soundtrack 
rights:  It  was  a  great  vehicle  for  the 
A&M  band  Simple  Minds,  for  which 
it  delivered  a  hit  single.  A&M  cur- 
rently has  19  films  in  development. 

One  of  the  most  remarkable  things 
about  Alpert  and  Moss  is  that  in  a 
business  where  "Trust  me"  often 
means  "Shove  it!"  their  partnership 
has  survived  the  ultimate  danger:  26 
years  of  working  together.  Their  se- 
cret? Clear-cut  division  of  labor.  From 
the  beginning,  Moss  has  run  the  busi- 
ness side,  while  Alpert 
has  stayed  with  the  cre- 
ative end.  "They  never 
had  that  conflict  that  they 
both  did  the  same  job," 
observes  Capitol-EMI 

Music  President  Joe 
Smith.  "Jerry  wasn't  going 
to  play  the  trumpet,  and 
Herb  wasn't  going  to 
make  distribution  deals." 
Less  involved  in  day-to- 
day decision  making,  Al- 
pert will  soon  be  peddling 
a  new  women's  perfume 
called  Listen  But  neither 
he  nor  Moss,  both  53,  has 
any  interest  in  selling  out. 
"I'd  love  to  buy  them,  but 
it's  not  for  sale,"  says  Da- 
vid Geffen,  echoing  many 
others. 

"This  is  amateur  sport, " 
Jerry  Moss  explains,  happi- 
ly. "The  next  knock  on  the 
door  could  be  the  next  El  vis 
Presley."  ■ 


■ 
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"Our  marine  subsidiary  is  insuring  vessels  that  ail 


Covering  supertankers  to  sailboats,  our  MOAC  subsidiary  is  the  leadi 
U.S.  marine  insurance  underwriter.  It  reached  this  position  by  provid- 
ing specialized  products  and  services  to  meet  marine-industry  need 
in(  hiding  coverage  for  research  submarines  that  are  bound  to  sink 


md  to  sink. 


continental,  we're  focusing  on  excellence  in  products  and  service 
ieve  solid,  profitable  growth.  In  areas  like  ocean  and  inland  marine 
ice.  Premium  financing.  Workers'  compensation.  In  selected 
ts  with  national  brokers.Through  our  independent  Circle  Agents. 


*.  Ins 


continental 
Insurance 

Focusing  on  what  we  do  best: 


The  Up  &  Comers 


Survivors 


Now  that  Baldwin-United  is  back  to  being 
Baldwin  Piano  &  Organ  Co.,  shareholders 
have  to  watch  for  a  different  kind  of  risk. 


Hard  choices 


By  Fleming  Meeks 


T|wo  years  ago,  after  124  years 
in  business,  the  Baldwin  Piano 
&  Organ  Co.  began  making  the 
Everett  line  of  pianos  for  Japan's  Ya- 
maha Corp.  Why  work  for  the  Japa- 
nese, who  with  the  Koreans  now  con- 
trol 45%  of  the  U.S.  piano  market? 
Replies  Baldwin  Chairman  Dick  Har- 
rison: "If  we  didn't,  someone  else 
would." 

Such  are  the  hard  choices  in  the 
piano  business  these  days.  Although 
overall  sales  bottomed  in  1985,  at 
151,000  units,  and  have  slowly 
climbed  back  to  175,000  units  in 
1987,  the  business  is  still  well  below 
the  282,000  units  sold  a  decade  ago. 

Harrison,  56,  and  Harold  Smith,  6.1, 
Baldwin's  president,  led  a  $55  million 
leveraged  buyout  of  the  company  in 
June  1984,  after  bankrupt  Baldwin- 
United  [Forbes,  Dec  20,  1982]  put  the 
piano  subsidiary  on  the  market.  They 
put  up  $4  million  of  equity,  borrowed 
the  rest  and  began  scrambling.  "We 
knew  there  had  to  be  room  lor  at  least 
one  or  two  |U.S.|  piano  makers,"  says 
Smith.  "And  we  uisr  believed  we 
could  be  one  oi  those  companies." 

At  the  time  of   the  buyout,   Bald- 
win's 1.25  million  squ  ire  feet  of  man- 
ufacturing space  operated  at 
of  capacity.  A  real  problem  w.is  Bald- 
win's organ  factory  in   Fayetteville, 
Ark.  Over  the  last  ten  years   th 
ket  for  organs  had  fallen  ott 
But  organ   manufacturing  now    uses 
much  the  same  machinery  as  tor  mak- 
ing circuit  boards  (electronics  began 
replacing  organ  reeds  and  pipes  some 


40  years  ago).  So  Baldwin  began  sell- 
ing circuit  boards  to  clients  like 
Tandy  (personal  computers)  and 
Trane  (heat  pumps).  Revenues  from 
this  have  grown  from  SI. 9  million  in 
1985  to  $11.5  million  last  year  and  an 


estimated  $17  million  this  year. 

Similarly,  the  managers  have  put 
the  woodworking  assets  of  Baldwin's 
Greenwood,  Miss,  factory  to  work 
making  grandfather  clocks.  The  clock 
business,  says  Harrison,  grossed  $4 
million  in  1987  and  is  profitable. 

But  the  goal  is  still  to  make  it  in 
pianos.  To  that  end,  Harrison  and 
Smith  last  February  paid  $17  million 
to  acquire  the  piano  assets  and  name 
of  Baldwin's  second-largest  U.S.  com- 
petitor, Wurlitzer,  which  lost  $3.2 
million  last  year  on  revenues  of  $25.8 
million.  Smith,  a  native  Mississippi- 
an  with  40  years  of  manufacturing 
experience,  fired  40%  of  Wurlitzer's 
678-person  work  force  to  cut  costs. 
For  ten  months  of  1988,  he's  project- 
ing revenues  of  $15  million,  and  says 
Wurlitzer — which  will  be  run  as  a  sep- 
arate company — should  break  even  by 
December  and  earn  money  next  year. 

Harrison  and  Smith  sold  19%  of 
Baldwin  to  the  public  in  1986  for  $8.7 
million.  Last  year  Baldwin  earned 
$7.1  million  on  sales  of  $105  million, 


'ialdwin  Chairman  Dick-  Harrison 
Can  he  keep  profits  in  tune? 
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in  its  class. 


laying  you've  got  the  best  choice  in  a  copier  is  one  thing, 
laving  someone  say  it  for  you  is  quite  another. 
Recently,  the  Minolta  490Z  was  declared  "the  strongest 
tender"  by  BLI,  a  leading  independent  testing  lab. 
Aaybe  they  were  impressed  by  the  extiaorcunary  Simul- 
f  ™  process.  (The  490Z  delivers  two-color  copies  in  a  single 
),  faster  than  any  two-color  copier  in  the  world.)  Or  the  50 
!00%  zoom  ratia  Or  its  simple  duplexing. 

l-color  is  a  trademark  of  Minolta  Corporation .  ©  1988  Minolta  Corporation 


Whatever  it  was,  we're  happy  to  have  been  judged  "the 
strongest  contender"  in  our  class. 

But  we'd  be  much  happier  if  you  called  1-800-USA-DIAL, 
Ext.  777  for  the  Minolta  dealer  nearest  you. 

Where  you  can  judge  for  yourself. 
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learn  anything 

on  Monday 
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eat  anything 
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God  cares. .. 
and  so  do  we! 


a  strong  improvement  over  earnings 
of  $3.4  million  and  revenues  of  $90 
million  in  1985.  Between  them,  Har- 
rison and  Smith  own  44%  of  Bald- 
win's 3.9  million  shares;  the  holding 
is  worth  over  $25  million. 

It  is  important,  however,  to  look 
closely  at  that  $7.1  million  in  profits. 
Of  it,  over  $2  million  came  from  fi- 
nancing pianos.  Baldwin  carries  some 
$70  million  of  inventories  on  its  bal- 
ance sheet.  Nearly  half  of  that  inven- 
tory is  accounted  for  by  pianos  on  the 
showroom  floors  of  Baldwin's  500 
dealers.  Financing  its  dealers'  inven- 
tories earned  Baldwin  $900,000  last 
year — but  all  that  consigned  inven- 
tory could  come  crashing  back  on 
Baldwin  if  piano  sales  suddenly  tank. 

Baldwin  also  offers  consumer  fi- 
nancing through  the  dealers.  It  fi- 
nanced some  35%  of  the  34,000  pi- 
anos Baldwin  dealers  sold  last  year. 
These  consumer  loans  ($35  million 
outstanding)  are  at  fixed  rates,  gener- 
ally for  20-month  terms.  This  activity 
accounted  for  $1.2  million  in  earnings 
last  year.  But  the  earnings  are  also 
hostage  to  sales.  And  because  Baldwin 
finances  the  loans  with  short-term 


commercial  paper,  spikes  in  interest 
rates  would  squeeze  earnings. 

Baldwin's  plants  are  now  running  at 
60%  of  capacity.  Elliott  Schlang,  an 
analyst  with  Prescott,  Ball  &  Turben, 
Inc.,  recently  revised  his  earnings  es- 
timate for  1988  downward,  from  $7 
million  to  $6.8  million  on  revenues  o 
$127   million,    because   reorganizin 
Wurlitzer  cost  more  than  expectec 
(Because  of  a  210,000-share  buybac 
last  November,  he  expects  earning 
per  share  to  remain  around  last  year' 
$1.73.)  For   1989,  however,   Schlanj 
thinks    Baldwin   will    earn    $2.25 
share.    He's    bullish    on    the    stock 
which  now  trades  at  around  15  Vi. 

Brian  Majeski,  editor  of  Ttje  Mush 
Trades,  is  also  optimistic.  He  esti 
mates  piano  sales  will  climb  agair 
this  year,  to  188,000  units.  The  num 
ber  of  likely  piano  buyers — parents  o 
children  ages  6  to  12 — is  rising.  Olde 
people,  too,  have  more  time  and  mon 
ey  to  spend  on  pianos. 

And  if  the  piano  market  doesn' 
pick  up  substantially?  Then  Harrisoi 
and  Smith  indicate  they'll  move  int 
furniture  manufacturing — a  har< 
choice,  but  an  understandable  one. 


Analysts  may  be  shocked,  but  they  have  nc 
right  to  be  surprised  by  Harry  Figgie  Jr.  \ 
latest  corporate  maneuvers. 

There  he 
goes  again 


By  Kerry  Harmon 


J  us i  six  years  alter  buying 
1,2()()  acres  and  moving  his 
company's  headquarters  to 
Richmond,  Va.,  Harry  Figgie,  64,  in  an 
apparent  suit,  is  moving  it  all  back  to 
his  hometown  ot  Cleveland.  He 
leaves  behind,  among  other  things,  an 
800-pound  American  eagle  weather- 
vane  that  stands  atop  (efferson  Hall 
(Figgie  International's  baronial  ad- 
ministrative headquarters  building), 
and  the  adjacent  formal  English  gar- 
dens. But  so  be  it.  Word  is  tbat  Figgie 
is   pouting   because   the   staid   Rich- 


mond business  circles  never  accepte 
him  with  what  he  considered  was  th 
appropriate  respect.  So  he's  takin 
his  billion-dollar  business  an 
going  home. 

In  the  last  year  Figgie  has  also  max 
aged  to  thumb  his  nose  at  Wall  Stree 
another  community  that  he  apparcn 
ly  feels  docs  not  appreciate  his  effort 
He  did  so  by  initiating  a  compan 
buyback  of  500,000  Class  B  pnmai 
voting  shares  last  winter.  He  the 
paid  for  the  purchase  in  June  by  issi 
ing  new  Class  A  shares  with  only  5C 
of  the  voting  power,  at  $70  a  share.  / 
a  result,  management  now  contro 
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Consider  a 
whole  new  beginning 


to  the  end  of  the  day. 

All  Things  Considered. 

The  evening  news  program  with  intelligence,  depth, 

wit.  More  than  the  headlines, we  make 
sense  of  the  day's  events.  That's  why 
millions  of  people  begin  the  end  of  the 
day  with  All  Things  Considered. 

Check  local  listings  for  your  public  radio  station  or  call  NPR  at  (202)  822-2323. 

NATIONAL  PUBLIC  RADIO  NEWS 


Despite  this  corporate 
sprawl,  performance  has 
been  solid.  Figgie's  five- 
year  average  return  on 
equity  is  14.6%.  This  year 
net  income  should  reach 
$65  million,  nearly  triple 
1984  income. 


JefT  Hoppa 

40%  of  the  B  shares,  which 
represent  the  lion's  share  of 
voting  power.  Figgie  and  a 
son,  34,  an  orthopedic  sur- 
geon in  Cleveland,  hold 
f^.  12.7%,  up  from  9.8% . 

This  stock  maneuver  so 
angered  Wall  Street  that  sev- 
eral analysts,  including  W. 
Richard  Jones  of  Washing- 
ton, D.C.  -based  brokerage 
Johnston,  Lemon  and  Dillon 
Read  analyst  Larry  Baker, 
dropped  coverage  of  the  com- 
pany. "There  is  no  doubt  that 
Figgie  is  shrewd,  but  only  for 
his  own  interests,"  says 
Jones.  "He  has  shown  a  com- 
plete disregard  for  the  com- 
mon shareholder.  I  couldn't 
advise  a  client  to  get  into  bed  with 
these  guys." 

Analysts  may  have  been  shocked, 
but  they  had  no  right  to  be  surprised. 
Since  he  first  acquired  the  Youngs- 
town,  Ohio-based  Automatic  Sprin- 
kler Co.  in  1963,  for  $7.2  million, 
Figgie  has  exercised  almost  complete 
control  over  the  company,  even  re- 
naming it  after  himself  in  1980. 

Harry  Figgie,  who  would  not  be  in- 
terviewed for  this  article,  was  the  su- 
per synergist  of  the  Sixties  who 
claimed  he  knew  how  to  turn  run- 
down companies  into  growth  outfits. 
By  leveraging  Automatic  Sprinkler  to 
the  hilt,  he  bought  53  businesses  by 
1969  and  bragged  that  sales  would  hit 
$1  billion  by  1970. 

He  expounded  on  the  virtues  of  his 
"nucleus  theory"  of  buying  a  compa- 
ny with  sales  of  around  S20  million  as 
a  core  and  then  building  around  it.  For 
example,  out  of  the  sprinkler  nucleus 
came  companies  that  made  fire  extin- 
guishers, fire  trucks,  hoses  and  fire- 
fighters' face  masks.  The  public  was 
so  mesmerized  by  Figgie's  pitch  that 
by  early  1968  the  stock  traded  over- 
the-counter  at  74 — 50  times  earnings. 
Only  one  problem:  Figgie  didn't  de- 
liver He  said  the  company  would 
earn  S2.75  a  share  in  1968;  instead, 
earnings  were  9  cents.  Figgie  was 
spending  most  of  his  time  on  acquisi- 
tions and  relatively  little  on  manage- 
ment. By  1974,  Figgie's  image  tar- 
nished, the  shares  were  languishing  at 
around  3. 

But  he  hung  in  nevertheless,  re- 
maining a  tenacious  believer  in  old- 
style  conglomerate  building.  That's 
quite  a  contrast  from  most  conglom- 
erates, which  for  the  last  few  years 
have  by  and  large  done  the  opposite, 
selling  unrelated  assets  and  concen- 
trating instead  on  a  handful  of  top 
performers. 
But  today  there  arc  signs  Figgie's 


persistence  may  be  rewarded.  Figgi' 
International  is  now  a  sprawling  con 
glomerate  with  40  divisions  and  sub 
sidiaries.>  They  range  from  athleti 
equipment  maker  Rawlings  Sportin 
Goods  (the  major  league's  main  sup 
plier  of  baseballs)  and  hockey  stic] 
maker  Sherwood  to  Scott  Aviatior 
maker  of  aircraft  oxygen  systems,  t 
Kersey,  maker  of  battery-powere 
tractors.  And  after  more  than  a  decad 
of  consolidation  and  pruning,  Harr 
Figgie  is  buying  again,  although  no\ 
he  rarely  makes  public  prediction 
about  company  performance. 

Since  1985  alone  Figgie  has  ac 
quired  24  companies  ranging  in  siz 
from  $20  million  to  $100  million  fc 
businesses  that  make  everything  f ror 
scissor  lifts  to  dairy  equipment 
thermometers. This  year  he  has  adde 
8.  And  despite  this  corporate  spraw 
performance  has  been  solid.  Figgie 
five-year  average  return  on  equity  i 
14.6%,  versus  the  conglomerate  ir| 
dustry  average  of  11.1%.  Debt  as 
percentage  of  equity  is  around  30°/ 
versus  the  industry  average  of  52.1% 
This  year  net  income  on  sales  of  $  1 . 1 
billion  should  reach  $65  millioi 
nearly  triple  1984  income  of  $22  mi 
lion.  Since  1983,  when  the  currer 
restructuring  began,  cash  flow  p< 
share  has  doubled  to  $12.80  and  m 
profit  margins  have  climbed  froi 
2.6%  to  5.5%. 

Not  that  there  haven't  been  prol 
lems.  Figgie's  property  and  casualt 
insurance  subsidiary,  Waite  Hi 
Holdings,  has  lost  $13.5  million  sine 
1985.  And  in  1985  Figgie  took  a  $1 
million  writeoff  when  it  was  forced  i 
fold  American  LaFrance,  a  153-yea 
old  maker  of  fire  engines. 

But  mostly  the  recent  news  hi 
been  good,  and  the  stock  seems  pretf 
cheap.  The  Class  B  shares  are  tradir 
at  around  81,  or  8.5  times  estimatt 
earnings  of  $9.45.  The  Class  A  share 
with  a  bigger  float  and  less  votirl 
power,  are  trading  around  69,  or  I 
times  estimated  earnings.  Analysl 
estimate  that  within  five  years  ti 
break-up  value  of  this  vast  corpora  j 
mishmash  will  be  double  the  currei] 
share  price. 

The  hitch  here  is  that  when  yc 
buy  Figgie  International,  you  are  ban 
cally  buying  Harry  Figgie  Jr.,  a  rru! 
who  believes  he  is  rarely  wrong.  Ai 
though  he  does  not  seem  to  be  co  I 
templating  retirement  anytime  sooj 
he  has  also,  it  seems,  never  bothen 
to  groom  a  successor.  Figgie  himself 
what  keeps  it  all  together.  Sharchol 
ers  have  to  bet  he  will  continue  to  ( 
so,  or  that  when  he  steps  down  or  o 
the  conglomerate's  parts  will  prove 
be  more  valuable  than  the  whole. 
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is  better  than  promises. 


If  you  want  to  maximize  return  and  minimize 
risk  in  your  portfolio,  talk  to  the  experienced 
specialists  at  UBS  with  their  proven  track  record 
of  success. 

UBS -committed  to  excellence. 


■  in  the  United  States:  New  York  Branch  (299  Park  Avenue,  New  York, 
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ary,  Montreal,  Toronto.  UBS  worldwide:  in  all  important  financial 
ers  around  the  globe    Head  Office:  Union  Bank  of  Switzerland, 
ihofstrasse  45,  CH-8021  Zurich. 


Computers/ 
Communications 


Stanley  Honey  had  a  great  product  and  the 
money  he  needed  to  develop  it,  but  his 
company  almost  foundered  because  he 
took  the  wrong  approach  to  marketing. 

"They  told  us 
to  focus" 


By  Jason  Hand 


A  VENTURE  CAPITALIST  with  good 
intentions  once  gave  Stanley 
\  Honey  this  advice:  Stay  away 
from  brand-new  technology  that  can't 
be  explained  to  your  mother,  avoid 
the  car  market  like  the  plague  and 


don't  try  to  break  into  new  markets. 

"We  broke  all  of  his  rules,"  Honey 
admits. 

Today  Honey's  privately  held  Men- 
lo  Park,  Calif,  company,  Etak  Inc.,  is 
five  years  old,  and  turning  a  profit  for 
the  first  time. 

Instead  of  a  better  disk  drive,  Hon- 


ey, 33,  an  electrical  engineer  who  hac 
worked  at  Stanford  Research  Insti 
tute,  came  up  with  a  better  road  map 
Called  the  Navigator,  the  original  ver 
sion  consists  of  a  $35  electronic  stree 
map  stored  on  a  cassette  tape  and 
$1,395  combination  of  computer 
compass  and  wheel  sensors  that  rea< 
the  map  and  figure  out  where  a  car  is 
The  computer  goes  in  the  trunk.  Th< 
result,  a  video  display  with  stree 
names,  scrolls  across  a  5-inch  greei 
monitor  mounted  on  the  dashboard 
The  video  map  changes  its  orienta 
tion  and  moves  as  the  driver  turns  th< 
car,  which  is  represented  on  th< 
screen  as  a  small  arrow.  This  is  jus 
what  a  paper  map  ought  to  do  bu 
can't.  The  destination,  punched  in  be 
fore  the  drive  begins,  appears  as 
blinking  star  with  the  mileage  am 
direction  from  the  car  displayed  at  th 
top  of  the  screen. 

Honey,  a  sailor  since  his  Yale  Yach 
Club  days,  got  his  entrepreneurial  in 
spiration  when  he  designed  a  naviga 
tional  computer  then  used  on  a  yach 
he  navigated  to  victory  in  the  Califor 
nia-to-Hawaii  TransPac.  In  producinj 
the  Navigator,  Honey  has  borrowet 
liberally  from  the  ancients.  Thi 
wheel  sensors  are  little  more  than  ai 
electronic  version  of  a  differentia 
gear  invented  by  the  Chinese  in  thi 
4th  century  a.d.  (see  illustration).  Th« 


*1 


Stanh 
"I'm  asha 


nul  executive  vice  president  of  navigational  computer  maker  Etak  inc. 
i  imit  that  I  wrote  that  business  plan." 
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lotion  that  a  map  should  .rotate  to 
reserve  the  traveler's  orientation  is 
aken  from  an  old  style  of  navigation 
hat  the  Polynesians  called  etak.  With 
tak  the  sailor  imagined  not  that  he 
/as  on  this  or  that  compass  heading 
ut  that  the  seas  and  the  islands  rotat- 
d  beneath  him.  Honey  simply  took 
bese  old  ideas  and  adapted  them  to 
be  age  of  computers. 
Nolan  Bushnell,  the  flamboyant 
aunder  of  the  meteoric  Atari  and  the 
isastrous  Pizza  Time  Theater,  want- 
d  one  of  Honey's  computers  for  his 
acht.  What  ensued  was  a  product 
Ian  scrawled  on  the  back  of  an  enve- 
ape  and  $500,000  in  seed  money  from 
ushnell. 
It  was  a  classic  entrepreneurial  be- 
inning.  But  it  almost  failed.  The 
roblem — as  so  often  with  techno- 
Dgical  startups — was  not  in  the  prod- 
ct  but  in  the  marketing.  "I'm 
shamed  to  admit  that  I  wrote  that 
usiness  plan,"  Honey  says  today. 
The  big  mistake  in  Honey's  busi- 
ess  plan  was  the  decision  to  market 
be  $1,430  systems  directly  to  con- 
umers.  It  soon  became  apparent  that 
stalling  through  car  stereo  stores  was 
ot  very  fruitful  and  direct  marketing 
/as  expensive.  Says  Etak's  new  presi- 
ent,  Charles  Hart:  "First  you  have  to 
xplain  the  concept  to  the  customer, 
tien  demonstrate  it.  Those  test  drives 
/aste  a  lot  of  time  and  money." 
In  short,  it  cost  too  much  to  sell  the 
roduct  on  a  one-by-one  basis  at  re- 
lil.  Thinking  the  product  would  sell 
ist,  Honey  had  hired  a  large  manufac- 
aring  staff.  But  to  date  he  estimates 
nly  2,000  to  3,000  Navigators  have 
een  installed  in  passenger  vehicles. 
We  were  all  dressed  up  but  there 
'asn't  any  party,"  he  says.  In  late 
986  Honey  had  to  lay  off  most  of  the 
lanufacturing  staff. 
How  did  Honey  make  such  a  mis- 
ike?  "Everyone  told  us  that  small 
ompanies  should  focus,  so  we  fo- 
used  on  the  consumer  market,  ex- 
luding  all  other  possibilities,"  ex- 
lains  Honey. 

While  the  company  was  stubbing 
s  toes  in  the  retail  stores,  inquiries 
bout  the  commercial  applications  of 
le  Navigator  from  companies  such 
>  Coca-Cola  and  the  Los  Angeles 
imes  Co.  were  ignored.  Phone  calls 
ere  left  unanswered.  Realizing  he 
ad  chosen  the  wrong  marketing  ap- 
roach,  Honey  began  to  return  those 
nanswered  phone  calls  from  com- 
lercial  customers.  What  he  found 
ere  some  experienced  executives 
ho  concluded  that  there  were  far 
lore  uses  for  Honey's  invention  than 
ist  keeping  affluent  car-buyers' 
MWs  on  the  right  freeway. 
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The  Chinese  differential 


How  does  the  modern  Etak  car  Navigator  know 
when  a  vehicle  has  made  a  right  turn?  The 
same  way  the  figure  atop  this  ancient  Chinese 
cart  knew:  with  a  differential  odometer.  When 
the  cart  goes  straight,  the  two  horizontal  plates 
(left  diagram)  go  at  the  same  speed,  leaving 
the  upright  gear  spinning  in  place.  When 
the  cart  makes  a  turn  (right  diagram), 
one  plate  moves  faster  than  the  oth- 
er, causing  the  upright  gear  to 
push  its  axis  to  one  side.  That 
steers  the  figure,  which  is  sup- 
posed to  keep  pointing  south.  In 
the  Etak  product  electronic  sen- 
sors replace  the  wooden  gears. 
But  the  concept  of  the  dif- 
ferential is  the  same. 


One  of  the  first  commercial  appli- 
cations for  the  Navigator  came  from 
the  Albuquerque,  N.M.  Ambulance 
Service.  Now  a  dispatcher  sitting  at  a 
personal  computer  using  Etak's  maps 
can  see  where  all  16  ambulances  are 
and  quickly  assign  them  to  new  desti- 
nations. As  a  result,  the  service  has 
handled  a  9%  increase  in  the  number 
of  emergency  calls  without  adding  to 
its  staff. 

Other  commercial  customers  in- 
clude delivery-dependent  companies 
such  as  Coca-Cola,  Frito-Lay  and  the 
Los  Angeles  Times.  Hertz  uses  Etak's 
maps  and  personal  computer  system 
to  provide  its  customers  with  direc- 
tions. Honey  says  IBM  is  installing 
Etak's  technology  for  one  of  its  corpo- 
rate customers,  an  unnamed  national 


trucking  company.  Marketing  depart- 
ments, says  Honey,  are  beginning  to 
experiment  with  the  software  and 
maps,  marrying  demographics  with 
geography  to  study  buying  trends  and 
sales  opportunities.  This  commercial 
market  for  what  is  known  as  geo- 
graphic information  services  came  to 
$115  million  in  1986,  and  Dataquest, 
the  market  research  firm,  projects  it 
will  nearly  quadruple  to  $450  million 
by  1991. 

In  1985  the  first  production  models 
of  the  Navigator  hit  the  market  to  the 
accompaniment  of  a  favorable  roar  of 
publicity.  Honey  and  the  then  presi- 
dent (now  company  chairman), 
George  Bremser,  struck  a  deal  with 
General  Motors  that  gave  the  auto 
giant  exclusive  rights  to  factory  in- 
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Digitized  streets  of  Sunnyvale,  Calif 
Maps  may  be  worth  $20  million. 


Charles  Hart,  president  ofEtak 

He'd  rather  sell  to  an  ambulance  dispatcher  than  a  BMW  owner. 


stallation  of  the  system  for  cars  and 
trucks  sold  in  North  America.  GM 
even  bought  warrants  for  10%  of 
Etak's  stock. 

Honey  and  Bremser  have  also  cut  a 
deal  with  Clarion  Corp.  for  the  exclu- 
sive rights  to  Taiwan,  Japan  and  South 
Korea.  Bosch/Blaupunkt  GmbH  se- 
cured the  rights  to  Western  Europe's 
and  the  U.S.'  car  accessory  market 
under  the  name  TravclPilot.  Those 
licenses  accounted  for  20%  of  Etak's 
revenues. 

Etak  doesn't  yet  have  it  made. 
Competition  is  coming.  Toyota  is 
selling  a  navigational  system  in  Japan 
as  an  option  on  one  of  its  luxury  cars. 
In  the  more  important  commercial 
fleet  side  of  the  business,  other  com- 
panies are  selling  Loran-based  naviga- 
tion systems  that  can  pinpoint  a  vehi- 
cle's location  to  within  200  feet.  Not 
good  enough,  says  Honey.  His  sys- 
tem— which  consists  of  100,000  lines 
of  computer  instructions,  the  wheel 
sensors  and  database — is  good  to 
within  50  feet.  The  difference  be- 
tween 50  and  200  feet,  Honey  says,  is 
the  difference  between  turning  onto 
the  right  street  and  turning  onto  the 
one  before  it. 

Etak,  moreover,  boasts  that  it  has  a 
giant  head  start  in  producing  the  digi- 
tal versions  of  city  maps  that  are  the 
heart  of  the  operation.  Digital  map 
making  is  a  slow  and  exacting  pro- 
cess. The  most  common  method  is  to 
trace  a  paper  map  with  an  electronic 
pencil  called  i  digitizer.  Honey  claims 
his  method  of  turning  paper  govem- 
'  maps  and  aerial  photographs 
ctronic  ones  is  three  times 
more  accurate  than  any 
i     system.  The  process  is 


1         >mpany's  success 

tl 

tough  Etak  has  been  grant- 

i  sand  has  seven  pending, 

H. 

1  icsn't  dare  patent  the 

i .!.  lor  icar  that  a  com 
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petitor  could  figure  a  way  to  legally 
duplicate  the  technology.  With  78 
map  workers  spread  across  four  shifts 
doing  the  inputting,  Etak  now  has 
75%  of  the  roads  in  U.S.  metropolitan 
areas  complete,  and  Asia  and  Europe 
well  under  way.  Etak  puts  the  value  of 
its  map  library  at  $20  million. 

In  fiscal  1988  (ended  June  30)  Etak 
turned   a   profit   for   the   first   time: 


Photos  bv  Doug  Menue 


$917,000  on  sales  of  $8.9  million.  Ej 
lier  this  month  the  company  hit  t 
road  to  announce  that  its  maps  ha 
been  moved  from  cassettes  to  coi 
pact  discs.  However,  the  real  purpo 
of  the  tour  may  have  been  to  tell  t 
world  that  Etak  hasn't  fallen  off  t 
face  of  the  earth  and  that  it  appears 
finally  be  navigating  in  the  rig 
direction.  ■ 


In  five  years,  one  in  five  computers  will  b 
sold  with  a  Unix  operating  system.  Why? 


Portability 


By  John  Heins 


Iawrence  Michels  and  his  son 
_  Douglas  are  popular  these  days. 
I  They  speak  at  lots  of  seminars. 
Investment  bankers  call  them  all  the 
time  to  see  when  they'll  be  ready  to 
take  their  $60  million  (sales)  software 
company,  the  Santa  Cruz  Operation, 
public.  The  company's  sales  have 
doubled  every  year  since  1984,  and 
should  double  yet  again  next  year. 

Five  years  ago,  the  Michels'  compa- 
ny was  broke.  Few  wanted  to  buy  the 
Unix-based  operating  systems  and  ap- 
plications software  offered  by  their 
Santa  Cruz,  Calif-based  firm.  Ven- 
ture capitalists  and  investment  bank- 


ers wouldn't  give  them  the  time 
day.  Says  Doug  Michels:  "They  i 
said,  'Unix,  ugh,  that's  too  weird.' ' 

Unix  isn't  so  weird  anymore.  D 
veloped  by  AT&T  in  1969,  Unix  1 
guished  for  years  as  a  sophisticate 
system  popular  with  nerds  and  ac 
demies.  Business  computers,  made  1 
IBM  or  Digital  Equipment,  say,  c, 
with  proprietary  operating  system 
As  a  result,  real-world  applicatioi 
like  accounting  or  word  processir 
were  never  developed  for  Unix. 

But  Unix  is  making  inroads  into  tr 
commercial  market.  According  to  Ii 
temational  Data  Corp.,  $9  billic 
worth  of  computers,  nearly  10%  of  a 
sold  in  1987,  had  a  Unix  operatir 
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ehigideabehindthePC  system 
you  carit  outgrow 


We  call  it  Modular  Systems  Architecture™:  a 
ding  block  approach  that  protects  your  PC 
istment  against  obsolescence.  It  makes  up- 
ding  Wyse  PCs  a  snap— literally  Because 
:  ve  put  all  computing  functions,  even  the  CPU 
:  its  microprocessor,  on  plug-in  boards.  So  as 
ir  needs  grow,  you  can  easily  upgrade  our  8 
|[z  AT  compatible  to  a  12.5  MHz  high  perform- 
ance 286,  or  even  a  16 
MHz  386.  When  more 
powerful  microprocessors 
are  available,  you'll  even 
be  able  to  upgrade  our 
top-of-the-linel6MHz 
WYSEpc  386. 


TheWYSEpc386: 
exceptional  memory 
speed  plus  processing 
speed  make  it  one  of  the 
most  powerful 
PCs  made. 


*  is  a  registered  trademark  of  Wyse  Technology.  System  Wyse.  WYSEpc  386,  and 
ar  Systems  Architecture  are  trademarks  of  Wyse  Technology.  IBM  is  a  trademark  of 
itional  Business  Machines.  Screen:  Boeing  Graph. 


Introducing  SystemWyse™  Wyse  PCs  are 

themselves  building  blocks  in  a  comprehensive 

system  for  creating  solu- 
tions. They  link  effortlessly 
with  our  terminals,  moni- 
tors, and  expansion  boards 
in  integrated  solutions  of 
exceptional  quality  and 
value,  using  industry 
standard  software.  And 
SystemWyse  is  backed  by 
the  company  that  sells 

more  terminals  than  anyone  but  IBM. 

The  big  idea,  above  all,  is  to  adapt  more 

readily  to  change  than  any  other  PC  system. 

Because  survival  belongs  not  merely  to  the 

fittest,  but  to  those  who  remain  fittest,  longest. 

Call  for  more 

information. 


It's  this  easy  to  upgrade  the 
CPU  and  boost  the  power  of 
a  SystemWyse  PC. 


1-800-GETWYSE 

WYSE 


We  make  it  better,  or  we  just  don't  make  it. 


<4>fnp/Comm 


m.  By  1992  that  market  share 
Id    double,    primarily    on    the 
strength  of  sales  to  business  users. 

Why  the  surging  interest  in  Unix? 
An  operating  system  is  a  resource 
manager,  a  middleman  between  the 
applications  software  and  the  com- 
puter hardware.  Say  you  want  to  do  a 
spreadsheet  using  your  Lotus  1-2-3 
software.  After  you  type  in  the  appro- 
priate commands,  1-2-3  tells  the  oper- 
ating system  to  run  the  spreadsheet. 
The  operating  system  then  deter- 
mines how  best  to  manage  the  hard- 
ware resources  of  the  computer  to  ex- 
ecute that  function.  It's  as  if  your  boss 
told  you  to  increase  your  product's 
market  share  by  10%  but  left  it  up  to 
you  to  figure  out  how  to  do  it. 

Unlike  the  proprietary  systems  sold 
on  most  computers,  Unix  is  "open"  so 
it  can  run  without  too  much  tinkering 
on  any  computer  hardware.  With 
Unix,  then,  different-brand  comput- 
ers can  more  easily  be 
hooked  together  in  a  net- 
work, and  software  appli- 
cations from  one  machine- 
can  be  easily  transported  to 
another.  Which  explains 
why  users  are  crazy  about 
Unix.  "Customers  don't 
want  to  tie  themselves  to 
one  vendor  anymore, "  says 
Jerry  Petersen,  program 
general  manager  of  Unisys 
Corp.'s  Entry  Level  &.  De- 
partmental Systems  unit. 
"Technology  changes  too 
fast  to  have  to  worry  about 
whether  your  new  hard- 
ware will  work  with  your 
existing  system."  Would 
you  invest  in  a  Sony  CD 
player  if  it  played  only 
Sony  recordings? 

Unix     provides     other 

benefits   as   well.    Unlike 

MS/DOS,    the    operating 

system  that  runs  on  most  IBM  PCs, 

Unix  is  sophisticated  enough  to  run 

several  applications  at  the  same  time 

and  also  handle  more  than  one  user  at 

•i   time.   Until    recently   only   bigger 

.'   is,    like    workstations    troni 

is,  eould  take  .ulv.m 

ix'  capabilities.   But  with 

t  rsonal    computers    now 

tasks  once  reserved  for 

this   multi-tasking 

I     inability  of  Unix  can 

i  ant  cost  savings. 

Marriott    decided    to 
new   line  of  economy 


Fairfield  Inns  with  personal  comput- 
ers running  on  Unix.  Reservations, 
check-in,  billing  and  other  functions 


tions  written  for  the  system.  The  Mi-I 
chels'  Santa  Cruz  Operation  is  the* 
leader,    with    over    35    applications, 


are  handled  by  one  computer,  hooked     packages,  including  software  for  wordll 


together  with  three  "dumb"  termi 
nals  (costing  only  $350  each)  and  two 
modems  to  communicate  with  head- 
quarters. The  cheapest  comparable  al- 
ternative, creating  a  network  of  four 
personal  computers  running  on 
MS/DOS,  would  have  cost  25%  more, 
says  David  Capozzi,  the  Marriott  ex- 
ecutive who  put  the  system  together. 
Sherwin-Williams  plans  to  put  per- 
sonal computers  running  Unix  in 
each  of  its  1,900  paint  stores,  scrap- 
ping the  current  traditional  cash  reg- 
ister system.  "We  needed  a  system 
where  the  computer  could  be  more 
than  just  a  point-of-sale  terminal," 
says  Roy  Barta,  the  manager  of  the 
new  system.  In  addition  to  serving  as 
a  cash  register,  the  PC  will  be  hooked 
to  a  terminal  in  the  back  room  where 
information  about  inventory,  pur- 
chasing or  even  paint-mixing  formu- 
las can  also  be  retrieved.  Getting  the 
same  computing  power  from  a  mini- 
computer or  a  network  of  PCs,  says 


processing,  spreadsheet  analysis  and 
relational  database  management.  The! 
number  of  application  choices  stillll 
falls  far  short  of  those  available  for  the 
IBM  PC  and  PC  clones  that  run  on 
MS/DOS,  but  with  industry  leaders!* 
such  as  Lotus,  Ashton-Tate  and  Bor-|j 
land  actively  developing  Unix  pro-gt 
grams  these  days,  the  gap  is  narrow- 
ing. Microsoft,  which  has  made  a  tidy' 
fortune  off  MS/DOS,  sees  the  threat. i 
It  has,  jointly  with  Santa  Cruz  Opera-t 
tion,  produced  a  version  of  Unix  fort 
personal  computers,  called  Xenix.  Mi-, 
crosoft's  focus  now,  however,  is  get-, 
ting  the  bugs  worked  out  of  its  new 
OS/2  operating  system  for  IBM  PCs.  \ 
Hardware  manufacturers,  too,  are. 
jumping   on    the   Unix    bandwagon.1 
Most  major  manufacturers  now  offer j 
a  version  of  Unix  on  their  machines. » 
Even  holdouts  such  as  Apple  Com- 
puter have  recently  begun  offering  a , 
Unix  alternative  to  their  proprietary' 
operating  systems. 

jsdalc  How 
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i:  Operation's  Douglas 
't  so  weird  anymore. 


awrence  Micbels 
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Barta,  would  have  been  much  more 
expensive. 

New  York's  Empire  Blue  Cross/ 
Blue  Shield  sells  a  Unix-based  office 
management  package  to  doctors.  Yo- 
gurt-maker Dannon  Co.  manages  in- 
ventory, distribution  and  sales  at  its 
six  regional  distribution  centers  using 
personal  computers  with  Unix.  Coca- 
Cola,  McDonald's  and  British  Petro- 
leum are  also  big  users  of  personal 
computers  running  Unix. 

The  increasing  popularity  of  Unix 
has  led  to  a  dramatic  rise  in  the  num- 
ber and  quality  of  software  applica- 


rapidly  Unis 
catches  on,  however,  de 
pends  on  the  outcome  o; 
the  battle  over  Unix'  hi 
ture.  By  forming  the  Opeij 
Software  Foundation 
May,  IBM,  Digital  Equip 
ment,  Hewlett-Packan 
and  others  pledged  at  leas 
$90  million  to  jointly  de 
velop  their  own  version  a! 
the  Unix  operating  sysj 
tern.  The  foes:  AT&T  an< 
Sun  Microsystems,  whicl 
are  rushing  to  developi 
new  version  of  Unix  the; 
hope  will  become  an  in 
dustry  standard.  Both  vel 
sions  are  open,  but  th( 
IBM  group  claims  that  i| 
will  be  more  open — thai 
no  one  or  two  computer  o 
software  vendors  wfl 
have  a  head  start  respew 
ing  to  changes  in  the  Unu 


i  ^ 


standard 

Too  many  "standards"  will  jufl 
confuse  computer  users,  of  course; 
and  detract  from  the  openness  that  ij 
Unix'  strength.  "All  of  these  manil 
facturers  are  quite  willing  to  have  ai 
unlevel  playing  field  as  long  as  iff 
tilted  their  way,"  says  Larry  Michel: 
of  the  Santa  Cruz  Operation. 

"If  we  really  have  the  customed 
best  interest  at  heart,"  says  Peters*! 
of  Unisys,  "we'll  just  have  one  oper 
Unix  system  and  let  the  customer  de 
cide  whose  hardware  is  better."  1  ha' 
would  be  nice 
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XEROX 


ntroducing  the  more  or  less  perfect  copier. 
I  does  more.  You  do  less. 


e  Xerox  5046. 

lives  you  big  machine  features 

\h  small  machine  ease. 

mark  50  years  of  innovation  in 
:ument  processing,  we're  introducing 
a  further  innovation.  The  new 
•ox  5046.  A  mid-size  copier  that's  so 
ductive  it  sets  a  whole  new 
idard  in  document  processing. 

:  5046  gives  you  more.  More  quality 
opies  you  can't  tell  from  originals, 
re  speed... a  prolific  copying  rate  of 
CPM,  even  on  double-sided  copies.  . 
re  features. ..collating,  stapling, 
ting,  reducing,  enlarging.  Even  a 
ument  handler  that  feeds  mixed- 


size  originals  together. 

And  the  more  it  does,  the  less  you  do. 
Because  the  message  display  walks  you 
through  step  by  step.  And,  for  the  first 
time  in  a  mid-size  copier,  you  get  a  copy 
cartridge  you  can  change  as  easily  as 
changing  a  light  bulb. 

All  this  is  backed  by  the  expertise  and 
support  you  can  only  get  from  Team 
Xerox,  world  leader  in  document 
processing.  To  find  out  how  the  Xerox 
5046  can  make  the  processing  of  your 
documents  more  productive  than  ever 
before,  call  1-800-TEAM-XRX,  Ext.  284. 
Team  Xerox. 
We  document  the  world. 


I'd  like  (o  learn  more  about  the  new  Xerox  5046. 

D  Please  send  me  more  information. 

□  Please  have  a  sales  representative  contact  me. 

Send  this  coupon  to: 

Xerox  Corporation.  PO  Box  24.  Rochester.  NY  14692 

NAME      Pk-JM.-  Prim 


STATE 


152-10-31-88 


If  you  can't  wait,  call 
1-800-TEAM-XRX.Ext  284 
(1-800-832-6979.  Ext.  284) 
XEROX*  ji.J  5046  arc  trademarks  ol  XEROX  CORPORATION 


Official  Sponsor  of  the 
XXIV  Olympic  Games 


J    C    A      Official  Sponsor  of  the 
XX/\    US  Olympic  Committee 
Uftv/ftv)     36  USC  380 


ppliers  dream  about  corralling  users 
proprietary  systems.  But  the  users  are 
not  so  easily  rounded  up. 

The  Texet 
software  disaster 


By  Laura  Jereski 


T|  he  vacant  two-story  brick 
building  at  37  Broadway  in  Ar- 
lington, Mass.  stands  as  a  stark 
reminder  of  a  basic  rule  of  the  elec- 
tronic marketplace:  Don't  attempt  to 
capture  your  customers  and  truss 
them  up  to  a  proprietary  system  un- 
less you  are  pretty  good 
with  a  lasso. 

The  building's  occupants 
until  recently  were  the  135 
software  engineers,  market- 
ers and  others  of  Texet 
Corp.,  which  attempted  to 
capture  a  piece  of  the  boom- 
ing $6.6  billion  electronic 
publishing  market.  The 
small  company  (1987  esti- 
mated sales,  under  $10  mil- 
lion) had  managed  to  attract 
$20  million  of  venture  capi- 
tal from  the  likes  of  John 
Hancock,  First  Chicago  and 
Welsh,  Carson,  Anderson  &. 
Stowe  over  six  years.  The 
venture  capitalists  figured 
there  was  room  for  a  docu- 
ment processing  system  to 
print  aerospace  manuals  and 
the  like,  priced  at  about 
$  1 25,000  and  initially  based 
on  proprietary  technology. 
"Proprietary"  here  means  the  system 
would  be  locked  into  hardware  sup- 
plied by  Texet  and  not  portable  to 
machines  obtained  elsewhere.  That's 
great  fora  supplier  who  wants  a  captive 
audience,  but  it's  bad  news  for  the  user, 
r  vant  to  transfer  the  program 
brand  of  computer.  And 
SOD  that  on  July  5  Texet  s 
he  plug.  By  the  end  of 
the  furniture  was  gone, 
y  ii  ditors. 
document  process- 
ing ily  there.  "Companies 
like  .-                il  Douglas  and  Boeing 


will  spend  $2  million  on  the  docu- 
mentation for  a  single  project,"  ex- 
plains Louis  Giglio,  a  publishing  sys- 
tems analyst  with  Bear,  Stearns.  So 
where  did  Texet  go  wrong?  "(Users] 
don't  want  to  get  stuck,"  he  says. 

Texet,  after  all,  wasn't  the  only 
game  in  town.  Interleaf  (Mar.  31,  1988 
fiscal  year  sales,   $58  million)  sells 


software  it  can  install  in  any  brand  of 
hardware — workstations  like  Sun  Mi- 
crosystems', for  instance.  As  faster, 
cheaper  hardware  comes  along,  the 
Interleaf  customer  can  take  advantage 
ot  it  without  discarding  the  software 
investment  or  retraining  its  people. 

It  wasn't  always  this  way.  One  of 
the  pioneers  in  electronic  publishing, 
Kodak  subsidiary  Atex  Inc.,  long  ago 
decided  to  sell  the  terminals  and  other 
hardware  along  with  its  programs.  It 
made  sense  at  the  time:  Off-the-shelf 
personal  computers  powerful  enough 
to  handle  text  editing,  much  less  PC 


networks,    did   not   exist.    But   no\ 
some  customers  with  multimillior 
dollar  investments  in  Atex  system 
find  themselves  locked  into  creak 
pieces  of  hardware  running  on  If 
year-old  technology.   Why?   Becaus 
changing  to  the  new,  powerful  worl 
stations  would  require  new  inves 
ment  in  PCs,  boards  and  softwar 
One  early  Atex  competitor,  Systei 
Integrators,  Inc.  of  Sacramento,  Cali 
also  sells  a  hardware/software  pac 
age.  But  both  of  these  firms  are  gettir 
the  portability  religion.  Atex  is  wor 
ing  on  software  that  would  run  on  Su 
workstations.  SI,  a  $59-million-a-ye 
company  to  be  taken  private  by  i 
management,   will  be  incorporatir 
the  OS/2  operating  system. 

"Publishing  has  been  drawn  in 
the  mainstream  of  the  computer  i 
dustry,  as  just  one  more  application 
says  Jonathan  Seybold,  of  Media,  P; 
who  publishes  a  newsletter  on  pu 
lishing  systems.  "Comp 
nies  used  to  selling  har 
ware/software  solutioi 
have  to  make  profoui 
changes  not  only  in  tl 
technology  but  in  th 
sales  and  marketing  orgar 
zations.  They  can't  man 
facture  hardware  an 
more."  One  that  he  cites 
needing  a  change  is  Xy 
sion,  a  Wakefield,  Mas 
based  designer  of  technic 
document  software  that  h 
to  run  on  Xyvision  box 
Sales  growth  has  slow 
down  and  the  company  k 
$248,000  on  $35  million 
revenues  in  1987.  Xyvisi 
stock  is  off  65%  from 
high. 

The  winners  in  publit 
ing  systems  will  be  the 
whose  software  can  be  ea 
ly  ported  to  different  co 
puters.  At  the  low  end  that  mea 
word  processing  programs  like  Xen 
Ventura  Publisher,  powerful  enou 
to  show  on  a  PC  screen  a  replica 
what  will  come  out  of  the  typesett 
Even  more  complex  programs  writt 
for  workstations,  like  the  Intcrl 
system  GTE  is  using  to  publish  Y 
low  Pages,  run  on  a  variety  of  persoi 
computers,  such  as  those  of  Si 
Apollo  and  Apple. 

Interchangeable  parts  is  the  way  i 
computer  world  is  headed  (see  story 
136).  The  customers  have  wised 
so  it's  high  time  the  producers  did 
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Cellular  phone  costs  are  getting  low 
mough  to  be  a  competitive  threat  to  wire 
elephone  service  in  some  places. 

Calling  more 
than  cars 


By  Fleming  Meeks 


Skiers  in  Billings,  Mont,  who 
wanted  to  get  ski  conditions 
and  lodging  information  at  Red 
,odge  Mountain,  60  miles  away,  used 

0  phone  up  an  800  number.  Now, 
hough  they  may  not  realize  it,  skiers 
/ho  want  to  check  the  slopes  will  be 
flaking  the  call  via  cellular  telephone 
ervice. 

Instead  of  calling  an  800  number, 
kiers  dial  a  local  Billings  number; 
hat  call  is  then  relayed  via  cellular  to 
:.ed  Lodge  Mountain,  where  it  is  con- 
ected  through  a  cellular  interface — 
lanufactured  by  a  tiny  Wilmette,  111. - 
ased  company  named  Telular  Inc. — 
lto  the  ski  area's  PBX.  No  one  on 
ither  end  of  the  call  actually  touch- 
s  a  cellular  phone.  Projected  cost 
bis    year    for    cellular    service: 
2,300,  a  savings  of  $870  off  the 
Edge's        1987        800-number 
harges. 

Cellular    service    cheaper    than 
ind  line  service?  In  some  cases,  yes. 

1  addition  to  being  cost  competi- 
ve  with  some  toll-free  services, 
ellular  service,  in  a  number  of 
uky  instances,  overlaps  one  or 
lore  traditional  telephone  area 
oundanes,  making  it  cheaper  to 
lace  a  cellular  call — where  you  pay 
nly  for  the  air  time — than  it  is  to  pay 
le  long-distance  toll  charges  from  an 
rdinary  phone.  Example:  Between 
/llmmgton,  Del.  and  Reading,  Pa. 
uring  the  peak  fate  hours,  some  cel- 
llar  callers  pay  72  cents  for  a  two- 
hnute  call,  versus  84  cents  for  land 
ne  callers.  For  so-called  foreign  ex- 
hange   service   (basically   a   private 

lephone  line  between  two  cities 
'ith  one  end  open)  between  Ashford, 
la.  and  Ozark,  Ala.,  the  local  tele- 
hone  company  charges  $269  a 
lonth  plus  $644  for  installation. 

Graceba  Cellular  Systems,  in  Do- 


than,  Ala.,  offers  a  deal  that  is  better 
for  any  but  the  most  garrulous  cus- 
tomers. Go  cellular  and  you'll  face  a 
higher  startup  cost:  $1,595  for  pur- 
chase and  installation  of  the  interface, 
plus  a  $19  connect  fee  to  Graceba. 
Graceba  charges  $1 19  a  month  for  the 
first  400  minutes  of  talk,  plus  20  cents 
for  each  additional  minute.  Someone 
talking  10  hours  a  month  would  re- 


Cleveland-based  firm  that  also  sells  a 
cellular  interface.  And  even  if  Telular 
prevails,  it  will  still  have  to  contend 
with  Motorola,  which  manufactures 
and  sells  an  interface  designed  to 
work  with  Motorola  cellular  phones. 

Why  all  the  interest  right  now?  Ac- 
cording to  cellular  telecommunica- 
tions consultant  Herschel  Shosteck, 
the  market  potential  for  a  cellular  in- 
terface is  "enormous."  Toll  bypass 
and  toll-free  service,  Shosteck  says, 
are  probably  the  least  significant  uses 
for  a  cellular  interface.  But  there  are 
plenty  of  other  opportunities  out 
there  for  "fixed  cellular  service." 
They  begin  with  alarm  systems 
(which  can't  be  disabled  by  cutting 
phone  wires)  and  pay  phones  (35  cel- 
lular pay  phones  in  Puerto  Rico  use 
the  Telular  interface).  Other  uses  in- 
clude backup  phone  systems  for  hos- 
pitals and  police  stations. 

The  largest  potential  market  of  all 
will  remain  in  cellular's  unique  do- 
main: mobile  communications.  In 
particular,  Shosteck  cites  data  dis- 
patch— to  mobile  fax  machines  and 
computer  screens — as  applications 
whose  time  is  about  to  come.  The 


cover  the  higher  startup  costs  of  cellu- 
lar in  less  than  a  year. 

The  economics  will  swing  even 
more  to  cellular's  advantage,  as  the 
cost  of  the  technology  comes  down 
and  new  applications  crop  up. 

Three  companies  are  already  fight- 
ing over  the  right  to  manufacture  and 
sell  cellular/land  line  interconnects. 
Since  last  November  Telular  has  had 
an  injunction  against  Northridge, 
Calif.-based  Morrison  &  Dempsey 
Communications,  preventing  that 
firm  from  manufacturing  and  selling 
cellular  interface  equipment.  Trial  for 
patent  infringement  is  now  under 
way.  In  addition,  Telular  is  in  litiga- 
tion   with    Antenna    Specialists,    a 
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principal  users,  he  predicts,  will  be 
police  departments,  for  direct  access 
into  police  computers,  and  the  truck- 
ing industry,  for  keeping  steady  con- 
tact with  its  fleets  as  well  as  sending 
hard  copy  transit  documents.  The  po- 
tential for  these  dispatch  applications 
in  the  next  seven  years,  he  says,  is 
between  1  million  and  4  million  new 
cellular  subscribers.  And  each  of 
those  subscribers  would  need  a  cellu- 
lar interface. 

In  sum,  no  matter  what  the  out- 
come of  the  current  litigation  be- 
tween Telular  and  its  rivals,  the  big 
winner  here  looks  to  be  the  cellular 
industry  itself.  One  small  loser  will  be 
the  local  phone  company.  ■ 
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"It  very  seldom  happens  to  a  man  that  his 
business  is  his  pleasure, "  said  Samuel  John- 
son. Sam  Maslak,  the  founder  of  the  very 
profitable  Acuson  Corp.,  is  one  of  those 
exceptions  Johnson  was  talking  about. 

Ultrasound, 
ultraprofitable 


By  Edward  F.  Cone 


At  the  relatively  tender  age  of 
40,  Samuel  Maslak  has  already 
I  devoted  almost  half  his  life  to 
studying,  pursuing  and  inventing  new 
ultrasound  diagnostic  techniques  that 
enable  doctors  to  get  images  of  inter- 
nal organs. 

A  science  nerd  in  high  school  in 
suburban  Washington,  D.C.,  Maslak 
went  on  to  MIT,  where  he 
majored  in  electrical  engi- 
neering and  received  his 
doctorate  with  a  disserta- 
tion on  ultrasound.  At  30, 
Maslak  left  his  job  at 
Hewlett-Packard  and,  af- 
ter studying  the  possibili- 
ties tor  furthering  ultra- 
sound technology,  found- 
ed Acuson  in  1982.  In 
1987  Maslak  married  an 
ultrasound  technician, 
and  now  the  two  spend 
much  ot  their  spare  time 
traveling  around  the 
world  to  attend  ultra- 
sound conferences.  "I 
guess  \  ou  could  Say  1  real- 
ly like  ultrasound,"  Mas- 
lak says  quietly. 

For  his  enthusiasm, 
Maslak  is  bcm>;  rewarded 
nchlv  The  ultrasound 
com,  founded  six 

yeai-  »n  ( !orp.  of 

Mount;  hi  .  is 

one  outfits 

goinu  ;  tech- 

noloj,  will  ap- 

proach ion  this 

year,  up  tr  i  million 


in  1986,  and  analysts  expect  revenues 
to  keep  growing  at  30%  a  year.  Unlike 
plenty  of  other  medical  technology 
startups,  Acuson  is  highly  profitable. 
Last  year  it  earned  $16.8  million,  a 
phenomenal  16%  net  margin.  At  a 
current  stock  price  of  24 V*,  a  lavish  23 
times  trailing  earnings,  the  market 
values  Maslak's  7.6%  stake  in  the 
company  at  $41  million. 
Maslak's  young  company  has  al- 
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.  u  uson  founder  Samuel  Maslak 

"I  really  like  ultrasound." 


ready  captured  a  significant  share  of 
the  $1  billion  worldwide  market  for 
ultrasound  machines,  and  it's  a  mar- 
ket leader  in  sales  to  radiologists,  the 
largest  segment.  By  bouncing  sound 
waves  off  body  parts,  then  projecting 
the  reflections  onto  a  screen,  ultra- 
sound provides  doctors  with  a  clear 
picture  of  soft  tissue  inside  the  body 
that  X  rays  can't  pick  up.  Because  it 
involves  no  radiation,  ultrasound  is 
preferable  to  conventional  X  rays  in; 
certain  fields  like  obstetrics.  A  thirq 
approach,  magnetic  resonance  imag 
ing,  beats  both  X  rays  and  ultrasounc 
in  the  viewing  of  such  tissues  as  the 
brain  and  spinal  cord,  but  tends  tc 
lose  out  to  ultrasound  elsewhere  be 
cause  of  its  huge  cost. 

At  Hewlett-Packard,  Maslak  earnec 
a  patent  on  the  design  of  an  ultra 
sound  unit  that,  nearly  ten  years  later 
remains  the  basic  machine  sold  by  th( 
computer  giant.  "I  was  ready  to  thinlj 
about  where  we  could  go  next,"  Mas 
lak  says.  "But  HP  was  satisfied  th 
design  we  had  would  last  ten  years, 
didn't  want  to  wait  that  long." 

So  he  started  Acuson  with  two  fel 
low  HP  alumni,  Robert  Younge  an 
Amin  Hanafy,  to  compete  with  sue 
companies  as  Hewlett-Packard,  Tc 
shiba  and  Diasonics.  Those  compa 
nies  were  producing  ultrasound  ma 
chines  capable  of  making  motion  pic 
ture  images  of  internal  organs  (th 
heart,  for  example).  But  Masla 
sensed  that  doctors  an 
hospitals  would  be  willin 
to  pay  a  little  more  for 
sharper  image. 

After  four  years  in  df 
vclopment,  and  with  hel 
from  venture  capital  firr 
Kleiner,  Perkins,  Caufiel 
&    Byers,    Acuson 's    m;i 
chine  hit  the  market 
1983.  Think  of  these  m; 
chines      as       containir 
scores    of    miniature    s< 
nars,  like  the  ones  on  sul 
marines  that  send  out  an 
receive     back     pings 
sound  and  display  the  r> 
suits  on  imaging  screen 
Whereas    the    HP    ultr 
sound  machine  used  64  J 
these  sound  wave  source 
or    transducers,     Mash 
crammed  128  into  his  m 
chine.  Then  he  had  so: 
ware   written   to   contr 
tightly    the    transducei 
firing  them  in  sequenc 
varying  the  focus  of  eai 
ultrasound      beam      ar 
changing  the  effective 
ameter  of  the  transduce 
to  yield  a  sharper  image 
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TELEPHONE  CONNECTION 


These  days,  when  people  communicate, 

Hi !   Hold  just  a  second,  please. 

it  takes  an  array  of  high-tech  equipment 
Sir? May  I  suggest  some  roses? 

to  make  it  possible.  But  more  important, 
/'//  check.. . I'm  back— what's  the  scoop? 

it  takes  dedicated  professionals  to  make 
Red  are  gorgeous. 

the  technology  work.  So  when  you  connect 
What  does  he  do? 

with  Centel,  we  connect  you  with  people 
Cactus?  I  don't  know,  sir. . . 

before  we  connect  you  with  technology. 
He  does? 

Because  that's  what  communicating 
A  good  decision.  With  a  bow? 

is  all  about. 
Yes.  Cacti.  Very  much.  Thank  you.  Good-bye. 

CENTEL 

WHERE  PEOPLE  CONNECT 


CELLULAR  COMMUNICATIONS  •  TELEPHONE  •  CABLE  TELEVISION  •  POWER  DISTRIBUTION 

For  more  information  about  Cente/'s  telephone  operations,  write  Department  F  8725  Higgins  Road,  Chicago.  IL  60631  ©  1987  Centel  Corporation 
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I  Itrasound  images  of  abdominal  aorta  ( left )  and  fetus 
Sound  shows  more  than  X  rays — and  it's  safer,  too. 


All  of  this  means  that  a  doctor  us- 
ing an  Acuson  machine  has  a  better 
chance  of  diagnosing  a  cancerous 
growth  on  the  liver  than  if  he  used  a 
machine  with  fewer  transducers  and 
less  ultrasound  data. 


A  key  principle  behind  both  Mas- 
lak's  and  his  competitors'  machines  is 
something  familiar  to  high  school 
physics  students,  the  Doppler  effect. 
C.J.  Doppler,  a  19th-century  physi- 
cist,  showed  how  waves  appear  to 


The  sharper  image 


Sound  waves  bouncing  off  internal  organs  create  pictures  for  the 
doctor,  and  the  larger  number  of  sound  sources  in  Acuson's  ultrasound 
machine  give  a  better  picture,  doctors  say,  than  the  competition's 
products.  Other  waves — here,  going  off  at  an  angle — work  from  the 
Doppler  effect  to  measure  the  velocity  of  blood  cells.  This  schematic 
is  not  drawn  to  scale;  cells  are  microscopic. 
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change  in  frequency  when  the  wl 
source  is  moving  to  or  from  the  I 
server.  The  Doppler  effect  exphl 
why  sirens  sound  high  as  they  I 
proach  and  drop  in  pitch  as  they  ml 
away.  It  also  explains  how  cops  cal 
speeders.  Bounce  radar  waves  oil 
moving  target,  and  the  pitch  of  I 
reflected  waves  tells  how  fast  the  I 
get  is  moving.  In  an  ultrasound  n 
chine  the  Doppler  effect  is  used 
calculate  the  velocity  of  blood  fl< 
ing  through  a  vessel.  This  can  insti 
ly  alert  a  doctor  to  constricted  bL 
flow,    for   example,    something 
previously  would  have  been  possi 
only  with  an  angiogram.  Maslak  ei 
neered  a  system  that  can  transmit ; 
receive  at  the  same  time  both  Dopj 
waves  to  show  blood  velocity  and 
dinary  ultrasound  waves  to  show 
gan  and  blood  vessel  outlines — soi 
thing  that  the  competition  has  o 
recently  been  able  to  match. 

One  of  Maslak's  better  ideas  ca 
in  the  boardroom,  not  the  lab:  upgi 
ability.  Acuson's  radiology  machir 
at  around  $200,000  each,  cost  up 
30%  more  than  competing  machir 
But  because,  as  the  technology 
vanced,  Acuson's  machine  has  b< 
consistently  upgradable  simply 
adding  new  software,  it  has  often  b< 
cheaper  in  the  long  run.  And  it's 
much  cheaper  than  a  magnetic  re 
nance  imager  that  the  hospital  can 
its  exam  fee  a  lot  lower — $200  ver 
$600 — and  still  get  a  faster  paybac 

"What  we're  looking  for  is  high  : 
age  quality  and  upgradability,"  s 
Edward  Nickoloff,  a  physicist  in 
radiology  department  of  New  Yor 
Columbia  Presbyterian  Medical  C 
tor,  which  |ust  purchased  three  A 
son  machines,  for  a  total  of  $710,0 
after  looking  at  all  competitors. 

Growth  in  diagnostic  ultrasov 
will  continue  as  new  applicatic 
emerge,  such  as  the  earlier  diagnc 
of  cancer.  A  doctor  might  someday 
able  to  spot  a  malignancy  from 
irregular  blood  flow. 

So  far,  Maslak  has  been  success 
in  making  the  leap  from  the  engine 
ing  workbench  to  the  executive  si 
Can  he  continue  to  run  ahead  of 
pack?  "Sooner  or  later,"  says  HaJ 
brecht  &  Quist  analyst  Paul  Brov 
an  unabashed  bull  on  the  stock,  "yl 
have  to  think  the  competition  w| 
catch  up  to  Acuson's  technology, 
they  haven't  done  it  yet,  and  they; 
chasing  a  moving  target."  ■ 
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High  Wire 
Performance 


Begin  with  a  simple  piece  of  wire.  Then,  consider  how  many  things  can 

be  done  to  it.  If  you  have  the  design  expertise  and  manufacturing 

capability  of  Fansteel's  Washington  Manufacturing;  you  can  form  it, 

cut  it,  straighten  it,  head  it,  thread  it,  press  it,  weld  it,  drill  it,  mill  it, 

turn  it  or  plate  it  into  thousands  of  critically  important  parts  for 

industrial  and/or  commercial  use. 

Case  in  point:  This  piece  which  holds  the  cover  in  place  on  the  newest 
model  John  Deere  riding  mower.  It  is  carbonized  steel,  bent  in  multiple 
planes,  to  extremely  tight  tolerances.  We  designed  it  five  times  before  it 
was  the  best  it  could  be.  And  it  was  the  best  it  could  be  before  we  made 
production  part  one  .  .  .  because  to  us  it's  not  just  bent  wire.  It's  a  part 
that  must  give  unfailing  performance  for  a  long,  long  time. 

High  wire  performance  from  Fansteel  Washington  Manufacturing. 
Another  reason  why  it  will  pay  you  to  know  more  about  us. 


ansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


Milwaukee's  impressively  profitable  wo- 
men s  wear  maker,  JH  Collectibles,  got 
that  way  by  shamelessly  copying  top 
designers  and  audaciously  limiting  ship- 
ments to  its  best  customers. 

Lauren  and  Klein 
at  half  the  price 


When  miniskirts  bombed  in 
the  stores  last  year,  JH  Col- 
lectibles hardly  blinked.  The 
aggressive  but  coolly  shrewd  Milwau- 
kee marketer  of  jackets,  skirts  and 
blouses  for  career  women  had  figured 
from  the  start  that  minis  would  be  a 
fashion  flop.  "The  daughter  of  one  of 
our  employees  complained  that  her 
employer's  dress  code  prevented  her 
from  wearing  them,"  explains  JH's 
owner,  Ken  Ross.  "We  checked  across 
the  country  and  found  a 
lot  of  protessional  offices 
also  had  dress  codes.  So 
we  shipped  mainly  long 
skirts  and  had  a  terrific 
season." 

Listening  carefully  to 
customers  is  simply  good 
business,  ol  course  But  JH 
Collectibles  has  become 
an  industry  powerhouse 
by  combining  an  unflap- 
pable, ear-to  thc-ground 
operation  with  an  auda- 
cious marketing  Strategy 
At  a  time  when  most  ap- 
parel manufacturers  are 
desperate  to  increase  their 
department  store  busi- 
ness, Ross  refuses  to  ship 
to  bi  ie  thinks 

are  t(     mar- 

ket- . that  he 

has  si 

shipping  ome 

of  the  in.  tnt  re- 

tailers  whil  .  ily  in- 

creasing bi 
and  proiits 


Consider:  Last  fall  JH  Collectibles 
chopped  its  business  at  Macy's  New 
York  to  7  stores  from  17  and  at  Bam- 
berger's (now  Macy's  New  Jersey)  to 
11  from  23.  This  fall  it  cut  Marshall 
Field's  from  24  to  14  stores  and 
Hecht's  from  13  stores  to  6.  When 
Jordan  Marsh  suggested  increasing  its 
Collectibles  line  from  6  stores  to  24, 
Ross  told  the  company  that  he  would 
ship  only  to  its  12  top  stores.  Why? 
Because  Ross  doesn't  want  his  clothes 


Ken  Ross  i  twner  ofJH  (  ollectfbles 

Not  interested  in  second-rate  stores. 


i 


being  marked  down  at  the  wea 
branch  stores  and  sold  at  less  tl 
their  full  price. 

"All  stores  do  volume;  not  all  stc 
do  regular  price  volume,"  expla 
Ross,  a  soft-spoken  60-year-old  v 
masks  his  tension  by  chainsmok 
Winston  Lights.  "If  half  the  stores 
chain  do  75%  of  the  business,  why 
we  want  to  be  in  the  other  half?  I 
all  locations  are  right.  A  departm 
store  chain  with  some  downtown 
cations  may  now  be  serving  off-pi 
customers." 

You  would  think  such  market 
arrogance  would  have  the  re 
chains  fuming.  But  Ross  gets  av 
with  it  because  his  strategy  works 
well  for  the  chains  as  it  does  for  h 
Philip  Miller,  chief  executive  at  IV 
shall  Field's,  insists  Ross  never  die 
ed  any  cuts  to  him.  But  Miller  adc 
"He  believes,  and  we  agree,  tha 
collection  sells  best  when  it  is 
sented  in  full  rather  than  being  spr 
out  in  many  stores."  Presenting 
full  collection  avoids  the  markdow 
Profitable?  Ross  says  that  by  c 
centrating  on  fewer  stores,  he 
boosted  sales  and  earnings,  beca 
the  stores  that  get  the  line  carry  i 
greater  depth.  Presenting  the  clot 
together  with  the  right  belts 
scarves  excites  the  customers,  R 
says.  But  when  retailers  put  onl 
small  selection  on  the  selling  flc 
nobody  cares.  "We  do  more  busir 
with  Macy's  with  7  stores  insteac 
the  17,"  he  boasts. 
This  year  the  company  will  ger 
ate  about  $175  millior 
wholesale — including 
million  from  14  compa 
owned  outlet  stores, 
turn  on  equity?  Nei 
40%,  against  13.3% 
most  public  compan 
Pretax  profit  margins 
be  up  to  12%,  compa 
with  10.4%  for  the  nu 
part  of  the  industry, 
business  includes  103 
counts  in  England— 
vey  Nichols,  Harrc 
House  of  Fraser — p 
growth  in  Australia,  C 
many  and  South  Amer 
The  company  prod 
formula  is  fairly  simple 
prospers  by  manufact 
ing  classic  women's  su 
English  country  sweat 
and  flannel  skirts  1 
those  sold  by  Ra 
Lauren  or  Anne  Kleir 
and  offering  them  at  r 
to  two-thirds  of  the  pr; 
"You'd  really  have 
count    the    stitches 
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ERiCAN  Heritage  Magazine 

CORPORATE  EDITION 
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[WosterCc 


e  Perfect 

rporate  Gift     ^ganM^^^^^^^^^ 
i  AMERICAN  HERITAGE  deluxe  hardbound 
porate  Edition,  embossed  with  your  company  logo 
rying  your  promotional  insert,  delivers  your  message  to  your 
5et  audience  with  high  impact  and  no  waste.  Reach  key 
:kholders,  analysts,  salespeople,  clients  and  prospects  eight  times 
h  year  in  this  unique  environment  at  a  special  corporate  rate. 
Randi  Wittlin  at  (212)  620-1804  for  more  information. 


Yes,  please  send  me  more  information 
about  the  AMERICAN  HERITAGE 
Magazine  Corporate  Edition. 


Name 
Title  _ 


Company. 
Address  . 
City 


State/ Zip . 
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Send  to:      Randi  Wittlin 

AMERICAN  HERITAGE 
A  Division  of  Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 


A  newJH  Collectibles  ad 
Fashion  at  a  price. 


square  inch  to  tell  the  difference," 
says  Marvin  Goldstein,  executive  vice 
president  at  Dayton-Hudson  Depart- 
ment Store  Co.  "We  get  almost  no 
returns  or  complaints  about  value." 
Here  blouses  cost  $70,  houndstooth 
check  wool  jackets  $162,  and  flannel 
skirts  $112. 

JH  Collectibles  spends  2%  of  its 
sales  on  advertising.  This  fall  that  in- 
cluded 16  pages  in  September  Vogue  at 
a  cost  of  more  than  $500,000.  The 
company  also  printed  a  lavish  four- 
color  catalog,  which  such  retailers  as 
Bloomingdalc's  and  Dayton-Hudson 
Department  Store  sent  to  their  own 
customers. 

"The  ads  in  Vogue  help  convey  a 
great  image  to  the  ultimate  custo- 
mer," says  Ross.  "Also,  it  helps  us  put 
goods  in  the  stores  in  quantity."  Ads 
also  appear  in  EUe,  Texas  Monthly,  Vani- 
ty Fair  and  Los  Angeles 

JH  Collectibles  owns  factories  in 
south  Milwaukee  and  Missouri,  and 
uses  30  ILGWU  union  contracting 
shops.  There  is  also  a  450,000-squarc 
foot  distribution/design  center  in  Mil- 
waukee that  the  company  rents  from 
Ken  Ross  at  only  $2.25  a  square  foot. 
Although  nearly  90%  of  each  line  is 
made  in  the  U.S.,  the  sweaters  come 
from  the  Orient  and  Spain,  the  major- 
ity of  the  blouses  are  made  in  Manila. 
Returns  average  less  than  1%  of  all 
goods  shipped,  in  part  reflecting  the 
company's  decision  to  test  new  con- 
tractors for  one  year  before  placing 
ma|or  orders. 

Formed  in  1945  as  [unior  House, 
the  company  originally  manufactured 
clothes  for  the  young  women's  mar- 
ket. (One  •)(  the  early  ads  featured 
Debbie    I  iing   a    Junior 

House  outfit  in  the  io:>2  movie  Singin' 
in  the  Rain  ) 

The  company  si  I  in  the  early 

1960s  and  was  acquiu  I  b\  Ross  and 
his  father-in-law  in  1963  Fifteen 
years  later  Ross  owned  it  il 

The  big  change  came  in  1 9  '7,  when 
Ross  decided  to  target  cai  men. 

Only  this  year,  however,  was  the 
company's  name  changed  to  reflect 
that  transformation.  "JH  CollectiHes 


attracts  a  customer  who  desires  the 
lifestyle  marketed  by  the  top  design- 
ers but  who  can't  afford  those  labels," 
explains  Goldstein  of  Dayton-Hud- 
son. Today  JH  Collectibles'  clothes 
are  in  5,000  to  6,000  stores.  Its  major 
competition  is  companies  like  Jones 
New  York  and  Evan-Picone. 

Another  secret  of  Ross'  success  is 
his  ability  to  hang  on  to  top  people  in 
an  industry.  The  chief  designer,  a  Jap- 
anese woman  named  Yoko  Gochinas, 
has  been  with  the  firm  for  26  years.  In 
the  last  10  years,  Ross  adds,  only  2  of 
the  company's  25  top  executives  have 
left,  and  those  2  retired.  How  come? 
He  says  he  pays  high  salaries  and 
sweetens  the  pot  with  a  retirement 
plan  supplement  to  the  company^ 
401-K.  "We  want  all  of  our  executives 
to  be  wealthy  when  they  retire,"  he 
says.  "Since  they  can't  earn  more  else- 
where, they  stay." 

The  sales  force  is  also  stable — not 
surprising,  since  annual  commissions 


range  as  high  as  $500,000.  That  too  i 
unusual  in  the  garment  industry 
where  most  companies  divide  a  sale 
representative's  territory  once  th 
commissions  top  six  figures.  "Th 
greatest  fear  a  salesman  has  is  concer 
that  if  he  makes  too  much  mone} 
he'll  be  penalized  by  losing  his  territc 
ry.  We  don't  do  it." 

What's  next?  The  company  is  trj 
ing  to  convince  more  of  its  retailers  t 
build  special  JH  Collectibles  in-stoi 
boutiques  such  as  the  one 
Bloomingdale's  in  New  York.  Agai 
he  believes  he  has  a  powerful  argi 
ment.  "There's  no  secret  to  doin 
business  at  retail,"  says  Ross,  who 
absorbing  some  of  the  payroll  cost 
involved  in  the  stores.  "It  depends  o 
good  salespeople.  The  major  stores  ai 
so  concerned  about  cutting  expenst 
that  they  don't  have  enough  hel 
Where  we've  opened  our  own  shop 
business  has  gone  up  at  least  fov 
times."— J.A.T. 


Keds  sneakers,  once  the  shoe  of  choice  fo 
American  jocks,  got  blown  away  as  th 
athletic  shoe  business  exploded.  Now,  as  th 
industry'  slows,  a  new  owner  has  put  mar 
keting  muscle  in  the  venerable  brand. 

Back  in  the  game 


By  Laura  Jereski 


Iet  Nike  and  Reebok  slug  it  out  in 
_  inner-city  playgrounds,  with 
I  their  S40-million-plus  market- 
ing budgets  and  celebrity  endorse- 
ments from  athletes  like  Michael  Jor- 
dan and  director  Spike  Lev 

None  of  that  for  Keds.  Instead,  this 
division  of  Stride  Rite  Corp.  has  pin- 
pointed department  store  customers 
more  accustomed  to  shopping  on 
I  ltth  Avenue  and  in  posh  suburban 
malls.  In  a  product  revival  as  stunning 
as  it  is  profitable,  young  stylish  wom- 
en are  slipping  on  the  classic  canvas 
sneakei  with  the  blue  Keds  label. 

With  little  advertising  fanfare, 
Stride  Rite  has  done  what  many  con- 
sider to  be  almost  impossible:  It  has 
revived  a  famous  brand  name  that  ap- 
ed to  be  on  the  edge  of  extinction. 
A     revamped     marketing     strategy, 


Just  as  timeless,  just  as  classic 
Just  as  (xoifbrtable  Just  not  canvas. 


r-* 


The  Blue 


Part  of  the  new  Keds  campaign 
Simple,  direct,  effective. 
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EUROPE'S 
BUSINESS  MAGAZINE 

In  fact,  you  could  call  International  Management  Europe's  only  business  magazine.  Because  all  the  other 
magazines  are  written  with  their  home  markets  in  mind;  they  are  American,  English  or  German  magazines 
that  circulate  'abroad'. 

International  Management  has  no  captive  home  market;  uniquely  it  is  written  for  senior  executives  all  over 
Europe.  It  provides  a  pan-European  perspective  free  from  the  background  noise  of  national  bias. 

With  1992  fast  approaching  that's  important;  and  Europe's  leading  businessmen  know  it. 

International  Management  gives  advertisers  the  opportunity  to  talk  to,  and  influence,  a  concentrated  and 
select  audience  of  senior  European  Executives.  Over  *  218,000  men  and  women  spread  evenly  across 
Europe  who  are  making  the  corporate  decisions  that  matter.  Successful  people  with  high  disposable 
incomes  who  take  the  lead  in  forming  European  opinions  and  views. 

International  Managements  valued  and  respected  by  its  readership.  Independent  research  confirms  it  as 
a  major  European  business  magazine.  The  European  Businessman  Readership  Survey  records  that 
International  Management  is  read  by  more  businessmen  in  Europe  than,  for  example,  Newsweek, 
Fortune,  The  International  Herald  Tribune,  The  Wall  Street  Journal  Europe,  or  Scientific  American. 

Its  market  is  Europe  and  that  is  where  it  leads.  Rightly. 

For  more  information  on  how  you  can  benefit  by  advertising  in  International  Management,  please  contact 
your  local  International  Management  sales  office. 

*  1988  European  Reader  Profile 


Qffl&lXt  The  Pan-European  Business  Monthly 


Lausanne  14  ave  d'Ouchy,  CH-1006  Lausanne,  Switzerland.  Tel:  021-274411,  (Telex:  455381) 

Sales  Offices  London  Tel:  01-493  1451  Paris  Tel:  (331)  4289  0381  Milan  Tel:  (392)  8901  0103  Vienna  Tel:  (222)  7157  6840 

Frankfurt  Tel:  (4969)  720181  Stockholm  Tel:  (468)  440005  New  York  Tel:  (914)  273  3607  Chicago  Tel  (312)558  1371  Tokyo  Tel  (3)  581  9811 

Hong  Kong  Tel:  (5)  8682010  Maidenhead  Tel  (628)  23431 
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Keds  marketing  bead  Barbara  Scott 

Rebuilt  the  business  on  price  and  color. 


which  purposely  downplays  Keds' 
basketball  and  playground  heritage, 
has  tripled  sales  over  the  past  two 
years,  to  $150  million.  That's  boosted 
operating  profits  from  $11.6  million 
to  an  estimated  $39  million  this  year, 
according  to  Steven  Frankel  of  Ad- 
ams, Harkncss  &  Hill. 

Today  Keds  owns  about  8%  of  the 
almost  $1.5  billion  women's  canvas 
tennis  shoe  market,  where  the  brand 
generates  over  half  of  its  sales.  Envi- 
ous competitors  like  Reebok  are  now 
attempting  to  launch  canvas  lines  of 
their  own. 

Quite  an  accomplishment  consider- 
ing Keds'  recent  past.  From  its  birth  in 
1916  to  the  mid-1950s,  Keds  had  been 
tops  in  sneakers.  But  in  the  1970s 
makers  like  Adidas  and  Nike  moved 
in  on  the  feet  oi  some  ot  the  most 
famous  runners  and  athletes  in  the 
world.  Keds'  then  parent  company, 
Uniroyal,  tailed  to  recognize  that  the 
sleepy  sneaker  market  was  changing 
quickly.  The  one-shoe-tor  all  sports 
mentality  was  disappearing.  Runners, 
basketball  players  and  the  tennis  set 
all  wanted  products  designed  specifi- 
cally for  their  sport. 

Uniroyal  had  grown  ai  customed  to 
spending  around  S2  million  annually 
to  promote  Keds  lis  lukewarm  mar- 
keting commitment  meant  that  the 
Keds  brand  was  quickly  overwhelmed 
by  co-op  dollars  available  to  mass  re- 
tailers like  K  mart  and  Sears  By  1982, 
when  Stride  Rite  plunked  down  $10.5 
million  in  cash  tor  the  $100  million 
business,  Keds  had  been  losing  $20 
million  a  year. 

Stride  Rite  stumbled  at  first  by  try- 
ing to  move  in  on  the  nun  iletic 
shoe  business.  It  launched  Pro     eds,  a 


ISO 


Keds  President  Janet  Emerson 

By  J  993.  S500  million  in  sales. 

leather  shoe  for  male  jocks  that  was 
positioned  as  an  alternative  to  Nike 
and  Adidas.  But  the  Pro-Keds  shoe 
lacked  the  ad  budgets  of  its  much 
bi>y;er  competitors.  Many  amateur 
athletes  who  took  their  sport  serious- 
ly never  gave  the  Pro-Keds  sneaker  a 
second  look.  The  line  was  killed  in 
1986,  and  Keds  no  longer  focuses  on 
male  jocks. 

"A  lot  of  marketing  dollars  were 
being  siphoned  off  to  Pro-Keds  and  the 
core  women  and  kids  business  wasn't 
being  supported,"  says  marketing  di- 
rector  Barbara  Scott,  who  joined 
Stride  Rite  in  1984  from  Abraham  & 
Straus,  the  New  York-based  depart- 
ment store  chain  now  owned  by  the 
*.  ampeau  Corp. 

Scott's    notion:    Decmphasize    the 


men  and  redesign  Keds'  old  but  fam- 
ous canvas  sneakers  for  women  and 
kids.  Reposition  Keds  as  a  classic,  in 
other  words,  and  move  it  into  depart- 
ment and  specialty  stores  because 
that's  where  women  get  fashion  ideas. 

More  than  that,  she  had  some  key 
marketing  advantages:  a  well-known 
brand  and  a  moderate  price.  Keds'  $25 
price  point  has  enabled  it  to  gain  mar- 
ket share  even  against  such  new  com- 
petitors as  Liz  Claiborne,  Ralph 
Lauren  and  Calvin  Klein. 

Another  reason  that  price  is  a  key: 
It  encourages  women  to  buy  more 
than  one  pair,  especially  now  that 
Keds  has  joined  the  color  revolution. 
Three  years  ago  the  white  classic  Keds 
sneaker  accounted  for  75%  of  sales; 
today  white  sneakers  contribute  50%. 

The  thriving  kids  business,  another 
30%  of  sales,  has  also  edged  those 
white  shoes  aside.  Keds  has  brought 
back  the  lively  patterns,  like  barnyard 
animals,  and  the  novelty  items  for 
which  it  used  to  be  known.  A  top 
seller:  a  sneaker  that  glows  in  the 
dark,  which  Keds  markets  with  a 
flashlight. 

But  the  famed  canvas  sneakers, 
though  colorful  and  popular  as  they 
now  are,  couldn't  provide  all  the 
growth  Stride  Rite's  management 
wanted.  New  products  were  neces- 
sary, and  this  time  Keds  appears  to 
have  a  winner.  Its  new  leather  sneak- 
ers list  at  $40,  about  $5  less  than  the 
lowest-priced  Reeboks,  and  are  ex- 
pected to  contribute  25%  of  sales  in 
1988.  One  advantage  of  leather  sneak- 
ers is  that  customers  wear  them  in 
winter  because  they  are  warmer. 

Thus  Keds'  volume  has  zoomed  at  a 
time  when  the  athletic  shoe  market 
has  slipped  from  30  million  pairs  in 
1986  to  27  million  pairs  last  year.  A 
good  time,  says  conventional  market 
wisdom,  to  boost  ad  spending.  Keds' 
advertising  budget  has  almost  dou- 
bled, to  $7.6  million,  for  this  year,  and 
will  almost  double  again  in  1989. 
That  means  more  television,  in  addi- 
tion to  ads  in  People,  Self,  Vogue  and 
other  magazines.  Keds  recently 
moved  its  advertising  account  to 
Leonard  Monahan  Saabye  &  Lubars, 
in  Providence,  R.I. 

The  company's  next  moves?  Keds' 
40-year-old  president,  Janet  Emerson, 
recently  arrived  from  the  Famous  Ban 
division  of  May  Department  Stores, 
points  first  to  Keds  Kids,  a  licensed 
line  of  children's  clothes  aimed  at  the 
department  store  market.  Emerson 
believes  that  Keds  can  be  a  $500  mil- 
lion brand  by  1993.  How?  She  is  also 
taking  aim  at  the  women's  casual 
shoe  market,  worth  an  estimated  $1.4 
billion  at  wholesale.  ■ 
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Everyone  wants  a  swimming  pool  these 
days.  Which  is  reason  enough  to  think 
twice  before  you  take  the  plunge. 

That  sinking 
feeling 


By  Edward  F.  Giltenan 

I  IKE  MANY  A  SUCCCSStul  profcssion- 
_  al,  Michael  Bornstein,  43,  a  Mo- 
I  dcsto,  Calif,  radiologist,  decid- 
ed last  May  he  deserved  his  own 
swimming  pool.  And  not  just  a  boring 


rectangle  of  aqua,  mind  you.  For  his 
dramatic,  terraced,  hillside  home,  he 
chose  a  semi-kidney-shaped  pool  with 
a  concrete  deck.  Visions  of  doing  half- 
gainers  in  his  own  backyard  by  Labor 
Day  danced  in  his  head.  Projected 
cost:  about  $40,000. 


Now  five  months  have  passed,  anc 
Bornstein  has,  not  a  sparkling  show 
place,  but  a  hole  in  the  ground  fillec 
with  Gunite  and  surrounded  by  mud 
Minghelli  Pools,  based  in  Sacramen 
to,  Calif.,  walked  out  on  the  job  with 
out  even  making  the  pool  deep 
enough  to  meet  standards  for  a  divinj 
board. 

So  far,  the  radiologist  has  speni 
$27,000,  and  it  will  cost  an  estimatec 
$25,000  more  to  put  the  pool  right  anc 
finish  the  job.  But  other  contractor; 
will  not  guarantee  the  mess  left  be 
hind  by  Minghelli.  The  builder  has  a 
least  20  other  homeowners  in  the  Sac 
ramento  area  breathing  down  it! 
neck,  and  has  filed  for  Chapter  1 
protection. 

As  Bornstein's  experience  shows 
building  a  pool  can  be  a  nightmare  a 
any  time.  But  in  the  wake  of  last  sum 
mer's  scorching  weather  and  increas 
ing  pollution  of  beaches,  potentia 
pool  owners  may  encounter  unex 
pected  problems  and  delays.  In  th( 
Midwest,  with  the  approach  of  win 
ter,  plus  greater  demand  because  o 
the  drought,  buyers  have  to  wait  unti 
next  year  just  for  a  hole  to  be  dug. 

There  are  now  2.3  million  residen 

tial  in-ground  pools  in  the  country,  uj 

44%  from  1980.  Prices  have  been  risj 

ing  almost  as  fast.  The  average  cost  oj 

a     plain-vanilla,     20-foot-by-40-footj 


free  form  I ,  ,      i  <  osl   t4?  i  >"" 

But  what  will  the  buyer  of  /our  home  pay  for  it? 
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■lichael  Bornstein  and  family  and  their  dream  pool 
So  much  for  dreams  of  half -gainers. 


1-over  Gunite  pool  is  now  $29,500, 
%  more  than  in  1980.  Something 
cier,  resembling,  say,  a  mountain 
id  with  appropriate  landscaping, 
,  waterfalls  and  islands,  could  cost 
>0,000.  Even  as  the  costs  of  build- 
and  maintaining  a  pool  have  been 
ng,  it  has  become  harder  to  find 
pie  to  do  the  job  right. 
Zoning  authorities  are  getting 
gher  all  the  time  on  pools.  Where- 
pool  owners  once  could  simply 
np  the  backwash  from  filters  onto 
ground,  for  example,  in  some 
ces  you  now  have  to  add  a  "bee- 
e"  holding  tank,  to  let  backwash 
:h  slowly  into  the  soil,  or  else  a  dry 
il.  Cost:  up  to  $1,000.  In  Sacramen- 
if  you  have  oak  trees  in  your  back- 
d  you  may  have  to  forget  about  a 
»1.  Zoning  laws  could  prevent  you 
n  clearing  the  trees, 
ences  are  now  required  in  most 
amunities,  and  authorities  mean 
iness.  The  pool-encircling  fences 
tally  must  be  at  least  4  feet  high, 
1  have  self-closing,  self-latching 
;s.  Typical  cost:  up  to  $5,000.  And 
'ers  have  few  options  for  choosing 
attractive  fence. 

irtually  all  communities  now 
e  setback  rules  stipulating  how  far 
pool  must  be  from  property  lines, 
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too.  And  if  your  home  is  on  or  near  the 
water,  there  are  other  potential  prob- 
lems. On  Long  Island  and  in  Connect- 
icut, for  example,  natural  wetlands 
are  protected,  even  if  you  own  the 
property.  Albert  Rizzo,  a  Connecticut 
pool  contractor,  owns  40  acres  of 
buildable  land  in  Glastonbury  that 
have  been  whittled  down  to  24  acres 
by  wetlands  restrictions.  And  he  has 
had  several  pool  jobs  closed  down 
when  wetlands  were  found  nearby. 

Owning  a  pool  rarely  makes  eco- 
nomic sense.  It's  far  from  certain  that 
the  cost  of  a  pool  will  be  recovered 
when  you  sell  your  home.  Some 
would-be  buyers  won't  have  a  pool 
under  any  circumstances.  (It  generally 
costs  $3,000  to  $6,000  to  break  up  a 
pool  and  fill  in  the  void  with  soil  or 
sand.)  Others  (especially  in  a  buyer's 
market)  will  say  they  hate  your  pool, 
and  negotiate  their  offering  price  ac- 
cordingly, even  if  they  adore  the  pool. 

Still,  despite  the  costs,  aggravation 
and  zoning  problems,  some  home- 
owners insist  upon  installing  pools.  If 
you  are  among  them,  heed  the  follow- 
ing before  you  take  the  plunge: 
•  Before  you  even  call  a  builder,  check 
out  local  zoning  regulations  to  find 
out  what  requirements  must  be  met. 
Don't  trust  your  contractor  to  be  up  to 


speed  on  everything.  Remember  to 
ask  about  guidelines  for  construc- 
tion— especially  electrical  grounding 
and  plumbing.  Local  building  inspec- 
tors can  be  very  meticulous  about 
how  they  are  done. 

•  Be  careful  about  your  builder.  Go 
beyond  the  usual  caveats.  Credentials 
may  mean  little.  Minghelli  Pools  was 
a  member  of  a  national  builders'  asso- 
ciation (the  National  Spa  &.  Pool  Insti- 
tute), and  look  what  it  got  Bornstein. 
In  checking  a  list  of  previous  custom- 
ers, go  several  years  back  to  see  how 
their  pools  are  holding  up. 

•  Get  as  firm  a  commitment  as  possi- 
ble on  completion  dates.  After  the 
hole  is  dug,  a  good  contractor  should 
be  able  to  complete  a  simple  pool 
within  a  month. 

•  Pay  as  little  as  possible  up  front. 
Every  dollar  you  owe  is  a  dollar  more 
of  leverage  to  get  satisfaction. 

Note:  One  pleasant  surprise  you're 
in  for  with  your  pool  is  the  cost  of 
insurance.  Many  carriers  already  pro- 
vide coverage  under  your  homeown- 
er's general  liability  policy.  But  it's  a 
good  idea  to  beef  up  your  coverage, 
especially  since  an  additional  $1  mil- 
lion of  coverage  may  cost  you  only 
around  $150  a  year. 
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^lear-h^aded  flying 

Fig  with  a  cold  can  result  in  an 
ear  or  sinus  blockage  serious 
enough  to  require  immediate  medical 
attention.  And  having  your  sinuses 
drained  is  something  you'll  not  soon 
forget. 

Short  of  canceling  your  flight  when 
a  cold  strikes,  here  are  some  ways  to 
avoid  congestion  problems. 
•  To  equalize  the  pressure  on  either 
side  of  your  eardrum,  swallow  or 
yawn  frequently  on  descent.  Chewing 
gum  or  sucking  on  a  candy  can  also 
help.  If  your  ears  still  remain  blocked, 
Dr.  David  Fairbanks,  clinical  profes- 
sor of  otolaryngology  at  the  George 


Washington  University  School  of 
Medicine,  suggests  this  trick,  well 
known  to  scuba  divers,  who  must  of- 
ten clear  their  ears  while  diving: 
Pinch  your  nostrils  shut,  take  a 
mouthful  of  air,  and  then,  using  your 
cheek  and  throat  muscles,  force  the 
air  into  the  back  of  your  throat  as  if 
you  were  trying  to  blow  your  thumb 
and  forefinger  off  your  nostrils.  The 
object  is  to  hear  a  loud  pop,  which 
means  you've  unblocked  your  ears. 
•  Use  a  12-hour  nasal  decongestant 
spray  (such  as  Afrin)  or  a  sinus  decon- 
gestant pill  (like  Sudafed).  Use  them 
at  least  one  hour  before  descent,  or 


before  the  flight  if  it's  a  short  trip 
Note:  Babies  and  children  have 
row  eustachian  tubes,  which  is 
they  cry  so  often  on  descent.  To 
lieve  their  pain  and  pressure,  w 
them  before  descent  and  either  m 
or  bottle-feed  babies  to  increase  t 
swallowing. 

Dr.  Fairbanks  has  written  a 
phlet  for  the  American  Academ) 
Otolaryngology  entitled  "Ears, 
tude  and  Airplane  Travel."  It  is  av 
able  free  of  charge  by  sendinj 
stamped,  self-addressed  envelope 
Ears,  Altitude,  care  of  the  Ameri 
Academy  of  Otolaryngology-Heac 
Neck  Surgery,  1101  Vermont  Ave: 
N.W.,  Suite  302,  Washington, 
20005. — Francesca  Lunzer 


The  next  time  you  see  Paris 


[TU     I'H 


Behind  a  temporary  covering,  the  Art  de  Triomphegets  a  face-lift 

The  Bastille-stormers  of  200  years  ago  would  be  proud. 


The  new  (//<///</  Arci 
Faced  in  marble,  and  tfi 


'c//.sc  on  the  outskirts  of  Pan 
-i'lng  the  Arch  at  I'Etoile. 


From   Rouen   to   Toulouse, 
Strasbourg  to  La  Rochelle,  Fra 
is  throwing  a  bicentennial  bash 
traordinaire  next  year.  In  the 
too,  scores  of  exhibitions,  festiv 
lectures  and  shows  will  take  plac( 
over  the  country. 

Paris  has  been  prepping  for  years 
this  200th  anniversary  of  the  bej 
ning  of  its  historic  revolution.  Just 
openers,  the  Louvre's  museum  sf 
is  being  expanded  and  renovated, 
Arc  de  Triomphe  has  been  restc 
and,  west  of  it  in  the  business  cei 
of  La  Defense,  at  the  end  of  the  A 
nue  Charles  de  Gaulle,  a  new  Gr 
Arch,  110  meters  square  and  face* 
marble,  has  been  built. 

Here's  a  partial  list  of  special  cvt 
marking  the  bicentennial  in  Franc 
Jan  1 — The  opening  ceremony  at 
Place  de  la  Concorde  in  Paris,  wl 
will  be  internationally  telecast. 
Jan  -Apr  1 5 — Liberty  or  Death,  a  pla' 
Robert  Hossein,  at  the  Palais 
Congres,  Pans. 

March-September — "When  F 

Danced  with  Marianne."  A  retrosj 
tive  exhibit  of  the  first  centennia 
the  revolution.  Petit  Palais,  Paris. 
March-December — "Once  Upon 
Time  in  Paris,"  historical  films 
giant  screens  and  other  festivitie 
the  Bois  de  Vincennes,  Paris. 
April-October — Eiffel  Tower  ccntei 
al  celebrations,  with  sound  and  li 
shows,  fireworks,  exhibits. 
May  I -July  5 — Films  on  the  Fre 
Revolution,  Place  de  1 'Hotel  de  V: 
Fridays  and  Saturdays.  Paris. 
May  15-Aug.  28 — "La  Danse  en  Rt 
lution."  Ballets  with  Maurice  Bej 
the  Pans  Opera  Ballet,  Antonio 
des,  the  Bolshoi.  Grand  Palais,  Pai 
June  17 — Reenactment  of  the  Est; 
General  meeting.  Cast  of  over  1,C 
Versailles. 
July — Special  exhibits,  shows,  hist 
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Any  extra  time  spent  on 
the  ground  is  returned  to 
you  at  35,000  feet. 

Sometimes,  circumstances  beyond  our  con- 
trol cause  us  delays  on  the  ground.  To  keep 
these  incidents  from  affecting  our  schedule 
we  make  up  for  the  lost  time  in  the  air  by 
increasing  speed  or  by  altering  our  flight  path- 
and  we  make  sure  you're  informed  about  it. 

To  further  insure  against  delays,  we  keep 
our  engines  in  mint  condition  and  monitor 
them  while  in  flight.  We  also  have  extra 
planes  for  immediate  replacement  if  they're 
needed. 

All  to  maintain  our  on-time  record.  Because, 
you  see,  we  hate  being  late  just  as  much  as 
you  do. 

People  expect  the  world  of  us. 

0  Lufthansa 

German  Airlines 

Lufthansa  is  a  participant  in  the  mileage  programs  of  United, 
Delta  and  USAir.  See  your  Travel  Agent  for  details. 


cal  reenactments,  pageants,  all  over 
France. 

July  9-16—  "The  Sails  of  Liberty,"  tall 
ships  from  all  over  the  world.  Rouen. 
July  1  -  Fireworks,  festivities,  mer- 
rymaking on  Bastille  Day,  the  French 
equivalent  of  our  Fourth  of  July. 
July  15-30— Opera  festival  at  Ver- 
sailles. La  Trauiata  and  Andre  Chenier 
with  Placido  Domingo,  Maddalena 
Di  Cogny. 

Aug.  26—  Concerts  held  at  the  new 
"Grande  Arche  de  La  Defense." 
Dec.  31 — Opening  of  the  lyric  season 
at  the  new  Opera  de  la  Bastille.  Mo- 
zart's Don  Giovanni. 

Accommodations  in  Paris  promise 
to  be  tight,  especially  in  the  tradition- 
al tourist  summer  season.  But  the  fi- 
nal dates  of  some  major  bicentennial 
events  were  late  in  coming,  so  you 
should  still  have  a  broad  selection  of 
hotels  to  choose  from. 


The  best-rated  hotels  in  Paris  (Ritz, 
Plaza  Athenee,  Bristol,  Crillon,  Resi- 
dence Maxim's,  etc.)  run  around  $400 
for  a  double  per  night  these  days  but 
can  still  be  jammed,  especially  when 
big  shows  (fashion,  auto,  etc.)  are  in 
town.  Most  of  the  major  chain  hotels 
(Hilton,  Inter- Continental,  Meridien, 
Accor  and  Pullman)  are  down  a  notch 
or  two  in  price  and  often  have  re- 
duced-rate packages. 

The  French  Government  Tourist 
Office  has  an  updated  list  of  select 
hotels  in  all  price  ranges — there  are 
some  35,000  hotel  rooms  in  Paris  at 
well  under  $100  a  night.  The  FGTO 
also  will  provide  you  with  details  of 
bicentennial  events.  Note:  Some 
guide  books  at  your  local  bookstore 
may  be  badly  dated.  Frommer's  1987- 
1988  Guide  to  Paris,  for  example,  states 
that  you  don't  need  a  visa  to  visit 
France  (you  do;  apply  at  your  nearest 


French  consulate).  The  Frommer 
book  fails  even  to  mention  the  spec- 
tacular Musee  d'Orsay,  which  opened 
two  years  ago. 

Odds  and  ends.  For  an  up-to-the- 
minute  update,  in  English,  on  special 
bicentennial  events  taking  place 
when     you     are      in     Paris,      call 

47.23.61.72 You  should  leave  at 

least  two  hours  for  getting  back  to 
Charles  de  Gaulle  airport  and  check- 
in.  Traffic  is  often  heavy  and  packed 
flights  and  tight  security  can  mean 
long  lines — even  after  check-in.  ...  If 
you  want  to  reclaim  VAT  taxes  on 
purchases,  you  must  do  so  before 
checking  in  for  your  flight.  ...  Be  cer- 
tain to  bring  your  Visa  card  with  you. 
It's  the  only  credit  card  accepted  at  a 
lot  of  places  these  days.  .  .  .  Don't 
cash  traveler's  checks  at  JFK.  Bank 
branches  at  the  airport  charge  $3  to 
change  a  $100  check.— W.G.F. 


The  long  and  short  of  capital  gains 


Quick:  In  calculating  the  t.ix  treat- 
ment oi  capital  gains  and  losses 
this  year,  does  it  make  any  difference 
whether  your  ^.nns  and  losses  were 
long  term  or  short  term- 

No,  not  really.  Under  the  1986  tax 
act,  capital  gains  are  taxed  at  the  same 
rate  as  ordinary  income.  But  William 
Goldberg,  national  director  of  person- 
al   financial    planning    services    for 
KPMG/Pcat  Marwick,   cautions  one 
and  all  to  have  an  eye  to  the  future. 
Maybe  the  timing  of  losses  and  g.nns 
will  once  again  be  important— it  pref- 
Qtial  treatment  of  capital  gains  is 
red  by  the  next  Administration. 
.ildherg:    "The    [short-    and 
structure  has  been  left  in 
the  s 

As  you  d  nd  tax  plan- 

ning th  u     you']      ind  that  the 

rules  on  gams  and  1  ire  a  great 
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The  1986  tax  act,  you'll  recall,  put 
the  kibosh  on  the  favorable  20%  rate 
at  which  capital  gains  were  taxed. 
Nowadays,  such  gains  are  taxed  at 
your  personal  income  tax  rate,  typi- 
cally 28%  or  33%.  And  the  tax  rate  is 
the  same  whether  the  investments  on 
which  you  made  those  gains  are  one 
day  or  one  decade  old.  Same  thing  for 
losses  You  can  deduct  your  invest- 
ment losses  from  your  gains,  dollar 
tor  dollar,  before  toting  up  your  tax, 
no  matter  whether  they  are  long  or 
short  term. 

But  if  you  have  only  losses,  you  can 

deduct  only  $3,000  worth  of  those 

losses  from  your  ordinary  income  in 

any  given  year.  The  rest  you  have  to 

y  forward — same  as  before. 

Let's  take  a  couple  of  examples.  Say 
you  had  the  nerve  to  get  back  in  the 


market  early  this  year,  and  are  ahead 
$10,000.  But  you're  getting  nervous 
and  want  to  cash  in.  If  you  also  have 
losses — including  losses  left  over 
from  last  year  that  you  couldn't  take 
then — you  can  deduct  them  from  this 
year's  gains.  Forget  how  long  you  have 
held  the  securities.  If  you  have  more 
than  $10,000  in  losses,  you  can  apply 
that  amount  against  this  year's  gain 
and  still  carry  forward  any  remainder. 

If  you  have  no  losses  at  all,  howev- 
er, or  still  show  a  net  gain  after  de- 
ducting losses,  the  tax  rate  will  be 
28%  or  33%,  depending  upon  your  tax 
bracket.  There's  no  current  favorable 
tax  treatment  on  the  capital  gain. 

But  say  you  want  to  hold  on  to  your 
stocks  or  other  property  in  the  hopes 
that  the  next  Administration  will  re- 
store a  favorable  rate.  As  long  as  your 
gains  are  more  than  one  year  old,  they 
should  qualify  for  that  favorable  tax 
treatment — if  and  when  it  comes. 

And  remember  this  on  losses.  No 
matter  what  happens  with  future  cap- 
ital gains  treatment,  if  you  really  took 
a  bath  in  1987  there  is  no  limit  to  how 
long  you  can  carry  forward  those 
losses.  You  can  apply  $3,000  of  those 
losses  against  ordinary  income  every 
year  until  they  are  exhausted.  Or, 
when  you  do  have  capital  gains,  you 
can  apply  them  then. 

Note:  If  you  are  an  options  trader, 
the  Tax  Court  has  issued  a  long- 
awaited  ruling  that  could  prove  a  bo- 
nanza for  traders  who  want  to  estab- 
lish year-end  losses.  The  court  ruled 
that  options  are  not  subject  to  the 
same  wash-sale  rules  as  are  stocks  and 
securities.  Check  with  your  accoun- 
tant for  details.— W.G.F. 
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ANOTHER  FAST  SERVICE  FROM 
THE  EMPLOYEE-OWNERS*OF  AVIS,  INC. 


Run 


Avis  Roving  Rapid  Return  is  easy.  It 
takes  only  seconds.  And  you  won't 
have  to  go  to  the  rental  counter. 

As  soon  as  you  pull  in,  an  Avis 
representative  comes  over  to  your 
car,  enters  the  vehicle  number, 
mileage  and  fuel  level  into  a  hand- 
held computer  linked  to  the 
Wizard'  III  computer  system. 
Seconds  later,  it 
prints  out  a  written 
receipt  of  your  rental 
expenses,  and  you're 
on  your  way.  It's  that 
simple.  And  it's  avail- 
able at  many  U.S. 
locations  for  charge 
card  customers 
whose  rental  charges  do  not  need 
modification. 

Since  the  employees  took  over 
Avis,  Inc.  one  year  ago,  we've  been 
trying  harder  than  ever  to  give 
you  low  SuperValue  Rates  and  great 
service,  like  making  it  faster  and 
easier  to  return  your  car. 
Next  time,  get  your  receipt  and  run. 


i® 


AVIS 


We're  trying  harder  than  ever5 


Avis  features  GM  cars 
Buick  Regal. 


Sotheby's  Art  Market  Trends 

Index  sectors 

Sept 
1988 

One 

month 

ago 

One 

year 
ago 

Two 

years 
ago 

Five 

years 

ago 

One 

month 

%  change 

One 

year 
%  change 

Two 

years 

%  change 

Five  years 

/o 

change 

averagl 
annua 
%  chan 

Old  Master  paintings 

403 

403 

349 

303 

217 

nil 

+  15.5 

+  33.0 

+  85.7 

+  13. 

19th-century 
European  paintings 

361 

361 

303 

250 

197 

nil 

+  19.1 

+  44.4 

+  83.2 

+  12. 

Impressionist  &  Post- 
impressionist  art 

1,091 

1,091 

661 

432 

298 

nil 

+  65.1 

+  152.5 

+  266.1 

+  29. 

Modern  paintings 
(1900-1950) 

1,090 

1,090 

666 

429 

275 

nil 

+  63.7 

+  154.1 

+  296.4 

+31. 

Contemporary  art 
(1945  onward) 

728 

728 

597 

542 

383 

nil 

+  21.9 

+  34.3 

+  90.1 

+  13. 

American  paintings 
(1800-pre-WWII) 

958 

958 

789 

687 

501 

nil 

+  21.4 

+  39.4 

+  91.2 

+  13. 

Continental  ceramics 

407 

407 

320 

290 

272 

ml 

+  27.2 

+  40.3 

+  49.6 

+   8. 

Chinese  ceramics 

684 

684 

550 

486 

445 

nil 

+  24.4 

+  40.7 

+  53.7 

+   9. 

English  silver 

388 

iW 

349 

338 

219 

ml 

+  11.2 

+  14.8 

+  77.2 

+  12. 

Continental  silver 

260 

260 

201 

192 

156 

nil 

+  29.4 

+  35.4 

+  66.7 

+  10. 

American  furniture 

469 

469 

452 

380 

239 

ml 

+   3.8 

+  23.4 

+  96.2 

+  14. 

French  &  Continental 
furniture 

355 

355 

319 

285 

249 

ml 

+  11.3 

+  24.6 

+  39.8 

+   6 

English  furniture 

784 

784 

594 

447 

309 

ml 

+  32.0 

+  75.4 

+  153.7 

+  20 

Aggregate  index* 

660 

660 

475 

369 

275 

ml 

+  38.9 

+  78.9 

+  140.0 

+  19 

Basis  1975  -  100  ($).                                                                                                                                                                                            ©Sotheby's  198 
'Contemporary  an  was  added  to  the  An  Index  in  September  1987  The  aggregate  index  excludes  this  category  prior  to  that  date 

Sotheby  S  An  Market  Trends  reflect  subjective  analyses  and  opinions  of  Sotheby's  an  experts,  based  on  auction  sales  and  other  information  deemed  releva 
Nothing  in  Sotheby's  An  Market  Trends  is  intended  as  investment  advice  or  as  a  prediction  or  guarantee  of  future  performance  or  otherwise. 

again  in  London,  the  British  Rail  Pension  Fund  disposed 
Market  highlights                                                                of  a  further  part  of  its  artwork  collection,  selling  it 
September,  traditionally  a  light  month  for  the  auction     books  and  manuscripts.  The  fund's  managers  had  ac 
houses,  saw  a  notable  auction  in  London — the  sale  of     quired  art  specifically  for  investment  purposes  in  tht 
more  than  2,000  lots  belonging  to  British  rock  star     latter  half  of  the  1970s,  when  inflation  was  at  an  alltimi 
Elton  John.  John's  collection,  built  over  20  years  and     high  and  investment  managers  were  looking  to  "alter 
ranging  from  pop  memorabilia  to  fine  jewelry,  sold  for     native  investments"  to  provide  a  real  return.  A  coupl< 
$8.2  million.                                                                                                                 s«hebv»       nf  years  apo  the  fund  changed  noli 

The  event  had  a  number  of  ele- 
ments in  common  with  last  sea- 
son's two  main  "celebrity  sales," 
the   collections   of  Andy   Warhol 
and  Liberace.  The  Elton  John  col- 
lection   contained    many    of    his 
stage  costumes  and  other  enter- 
tainment memorabilia,  as  well  as  a 
number  of  items  that  stood  as  fine 
works  of  art  in  their  own  right. 
Among    the    fine    works    of    art, 
"Hommage  a  Alphonse  Allais"  by 
Rene  Magrittc  sold  to  a  Belgian 
collector  for  $119,680,  more  than 
$34,000  above  the  top  estimate. 
Prices  for  the  star's  eyeglasses — 
the    hallmark    of    his     personal 
le  -and  his  elaborate  stage  cos- 
ics  fetched  many  times  expec- 
t  or  example,  a  pair  of  ill n - 
■.  eglasses  estimated  to 
350  to  $2,000  brought 

the  end  of  the  month, 

cy  direction  under  new  manage 
ment  and  decided  to  sell  parts  0 
the  collection.  The  results  of  thesi 
sales  thus  far  have  produced  prici 
rises  that  have  kept  pace  with  0 
exceeded  inflation  rates. 

Selling  for  a  total  of  $4.4  million 
the  book  and  manuscript  collectioi 
exceeded  pre-auction  price  expecta 
tions.  Among  the  highlights,  a  1 6th 
century  Italian  atlas  (the  Doria  At 
las)  went  for  $420,750,  and  Johi 
Gould's  "Birds  of  Australia"  sold  f  0 
$317,900.  The  British  Library  wa 
the  successful  buyer,  at  $224,000, 0 
the  third  volume  of  "Juvenilia,"  i 
Jane  Austen  manuscript  containinj 
two  of  her  earliest  novels.  Since  th< 
manuscript  is  considered  an  impoi 
tant  document  of  Britain's  literar 
heritage,  the  British  were  relieved  tt 
win  the  competitive  bidding  rount 
and  retain  the  manuscript  in  thei 
country 

Plate  from    Birds  of  Australia" 
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ie  Finest  Collection  of  Hotels  in  The  World. 


With  hundreds  of  hotels  around  the  world,  Trusthouse  Forte 
can  offer  you  a  choice  whenever  you  travel. 

But  each  hotel  jealously  preserves  the  individuality  which 
made  it  special. 

Whether  located  deep  in  English  countr  »n  grand 

avenues  of  great  cities  or  overlooking  the  sea  in  beautiful  resorts, 
Trusthouse  Forte  hotels  have  one  great  virtue  in  common. 

Dedication  to  ti  adards  of  personal  service  that  h 

made  them  famous. 


Trusthouse  Forte  Hotels 


AUSTRALIA.  006-222  446  -  BELGIUM.  (02)  649  2110    FRANCE.  (01)  426  11065  ■  TTALY,  |021  670  2613  •  1ARAN.  (03)  508  2361 
NETHERLANDS.  (020)  73  7777    SWITZERLAND.  101)  211  0806  -  UK.  (01)  567  3444  -  USA/CANADA.  TOLL  FREE  1400  225  5843 

WEST  GERMANY.  (4969)  239 196 


Faces 

Behind  the  Figures 


Edited  by  Robert  T.  Grieves 


Gimme  a  "non" 

Brooks  Firestone,  52-year-old 
grandson  of  the  founder  of  Fire- 
stone Tire  &  Rubber  Co.,  quit  the 
family  business  in  the  early  Seventies 
for  the  life  of  a  gentleman  farmer  in 
the  Santa  Ynez  Valley  north  of  Santa 
Barbara,  Calif.  With  help  from  his  fa- 
ther, Leonard,  and  Japanese  distiller 
Suntory  Ltd.,  he  started  the  Firestone 
Vineyard,  which  today  wins  awards 
and  is  a  local  tourist  attraction.  This 
year  the  vineyard  will  ship  82,000 
cases  of  chardonnay,  cabernet  and 
other  superpremium  wines,  generat- 
ing an  estimated  $3.5  million  in  sales. 
Now  Firestone  spies  opportunity  in 
a  new  but  related  market:  nonalcohol- 
ic beer.  Analysts  say  the  U.S.  market 
for  nonalcoholic  brew,  now  mostly 
imported  from  Europe,  is  10  million 
cases.  Firestone  thinks  the  potential 
market  is  much  larger.  Says  he:  "It's 


boozers  and  teetotalers,  healthy  and 
unhealthy,  old  and  young.  At  super- 
market demos  we  get  everyone  from 
little  old  ladies  to  Joe  Six-pack." 

Firestone  and  partners  Hale  Fletch- 
er and  Michael  Lewis  (head  of  UC 
Davis'  brewing  science  department) 
spent  more  than  a  year  mixing  malt 
and  hops  to  come  up  with  a  formula 
that  tastes  good  and  is  less  than  0.5% 
alcohol  (American  beer  is  a  bit  less 
than  4%  alcohol  by  volume).  His  se- 
cret: Brew  the  stuff  as  nonalcoholic 
beer  from  the  start,  rather  than  brew- 
ing beer  first  and  then  extracting  the 
alcohol. 

Firestone  Non-Alcoholic  Brew 
went  on  sale  last  June  (for  $3.50  to 
$4.99  a  six-pack)  and  is  available 
mainly  on  the  West  Coast.  Another 
attraction:  The  stuff  has  two-thirds 
the  calories  of  so-called  light  beer. 


Klt.1t  f  i  islim-in 


•  /  irestone,  of  Fin  stone  6  Fletcher  Brewing 
"We  get  everyone  from  little  old  ladies  to  Joe  Six-pack. 


Firestone  &  Fletcher  Brewing  Co 
now  shipping  6,000  cases  a  mon 
about  one-quarter  of  the  capacity 
its  pilot  plant.  To  expand  product 
Firestone  is  thinking  of  spending 
other  $1  million  to  build  his  o 
brewery  or  teaming  up  with  a  regio 
brewer. 

Big  U.S.  brewers  haven't  taken 
near  beer  market  seriously — ui 
now.  Anheuser-Busch  is  test-marlt 
ing  a  "non"  called  LA-X.  Firestor 
strategy?  Stress  its  all-American  ro 
and  stick  to  a  "handmade"  premi 
image. — Marc  Beauchamp 


Snappy  Cappy 


160 


Jeep  Eagle's  Joseph  Cappy 
Number  one  in  "the  wedge." 

Honk  your  horn  for  Joseph  Ca 
He  was  president  of  ill-st 
American  Motors  when  Ch 
took  it  over  in  August  1987.  Ca 
54,  hung  on  to  become  Chrys 
group  vice  president  of  the  new  Ji 
Eagle  division  and,  with  Chrys 
backing,  helped  lead  Jeep  to  a 
sales  increase.  Jeep  is  now  so  hot 
Chrysler  is  investing  another  $24 
lion  in  the  Toledo,  Ohio,  and  Br; 
ton,  Ont.  Jeep  plants  to  increase 
pacity  by  more  than  100,000  uni 
Cappy  has  a  theory  about  the 
ness  today.  He  says  there's  a  "wed 
between  cars  and  trucks.  This  wd 
includes  Jeeps  and  all  similar  "mi 
purpose  vehicles,"  like  miniv 
These  vehicles  aren't  quite  tru 
And  Chrysler,  number  three  in 
and  trucks,  is  number  one  in  Cap 
wedge.  "Six  out  of  ten  people 
want  minivans  and  one-third  of 
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ople  who  buy  a  sports  utility  vehi- 
:  go  with  Chrysler,"  he  brags. 
Where  Cappy  is  having  a  problem  is 
th  traditional  AMC  automobiles 
;e  the  Eagle  Premier,  which  will  sell 
ver  than  50,000  units  this  year, 
lis  Taurus-size  sedan,  which  cost 
AC  and  Renault  around  a  billion 
liars  to  develop,  is  built  in  a  new 
mt  outside  Toronto.  Cappy  admits 
it  if  Premier  sales  don't  pick  up 
on,  another  Chrysler  product  will 
added  to  the  plant,  which  is  operat- 
l  at  only  about  35%  of  capacity. 
le  candidate  is  Chrysler's  red-hot 
inivan. 

Why  not  give  up  on  cars  entirely 
d  just  sell  Jeeps?  Because  it  turns 
t  that  Cappy  has  a  corollary  to  his 
idge  theory.  "The  number  one  car 
at  shares  a  garage  with  a  Jeep  is  a 
ercedes,"  he  says.  All  he  has  to  do  to 
Chrysler's  biggest  hero— well, 
lybe  second  biggest — is  sell  one 
ch  high-profit  car  to  each  of  his  Jeep 
yers. — Steve  Kichen 


caching  socialists 
i  manage 

IT  hat's  George  Soros  been  doing 
■  since  his  $2  billion  Quantum 
nd  lost  $800  million  in  last  Octo- 
r's  stock  crash?  Trying  to  recoup 
d,  on  the  side,  setting  up  a  busi- 
ss  school  in  his  native  Hungary, 
le  International  Management  Cen- 
'  will  open  in  Budapest  next 
jnth  and  offer  management  and 
ining   seminars    to   between    400 


Andy  Freeberg 


Pamela  Femuik 


Merry  Tuten,  of  Alaska  Seafood  Marketing  Institute,  in  Tokyo  fish  market 
"We  didn't  take  the  threat  of  farmed  salmon  seriously." 


antum  Fund's  George  Soros 
ach  system  has  its  problems. 


and  600  university  students  and 
managers  of  Hungarian  enterprises. 
Soros  provided  about  one  third  of  the 
school's  $1.4  million  in  capital.  Hun- 
garian and  Italian  investors  put  in 
the  rest. 

Is  this  a  further  step  in  the  conver- 
sion of  Hungary  from  a  socialist  econ- 
omy to  a  market  economy?  Soros  re- 
plies diplomatically:  "The  American 
and  Hungarian  teachers  at  the  center 
will  develop  business  case  studies 
that  fit  the  socialist  conditions  in 
Hungary."  He  adds:  "Each  system 
[capitalism  and  socialism]  has  its 
problems." 

Meanwhile,  what's  been  happening 
to  the  Quantum  Fund  after  its  Oct.  19 
shellacking?  Soros  predicts  a  gain  of 
around  10%  for  1988.  Why  so  low? 
"We're  in  an  advanced  state  of  cyclical 
expansion,"  he  says.  "The  tendency  of 
long-term  interest  rates  is  upwards. 
It's  unlikely  that  the  stock  market  as 
a  whole  can  make  a  tremendous 
amount  of  headway."— R.T.G. 


Swimming  upstream 

Merry  Tuten,  executive  director  of 
the  Juneau-based  Alaska  Seafood 
Marketing  Institute,  is  spending  more 
and  more  of  her  time  in  Tokyo  these 
days — trying  to  sell  salmon.  That's 
because  the  $1.1  billion  (ex- vessel  val- 
ue) Alaskan  fishing  industry  is  sud- 
denly facing  serious  threats  to  its  ex- 
port markets  from  salmon  cheaply 
farmed  in  dozens  of  countries  from 


Norway  to  New  Zealand. 

Since  1980,  farm-grown  salmon 
has  grabbed  more  than  10%  of  the 
world  salmon  market,  and  it  could 
have  a  50%  share  by  the  year  2000. 
That's  bad  news  for  Alaska,  which 
ships  its  best  and  highest-priced  fish 
abroad.  Imported  farmed  salmon  is 
even  invading  the  U.S.  domestic 
market,  which  takes  half  of  the  an- 
nual Alaskan  catch  by  tonnage.  "We 
simply  didn't  take  the  threat  of 
farmed  salmon  seriously  enough," 
concedes  Tuten. 

For  Alaska  the  stakes  are  highest  in 
Japan,  which  purchased  more  than 
$500  million  worth  of  Alaskan  salm- 
on (at  wholesale)  last  year.  The  Japa- 
nese, Tuten  observes,  "eat  a  lot  of 
fish,  prefer  high-quality  product  and 
can  pay  for  it." 

How  is  she  countering  the  farmed- 
fish  threat?  By  marketing  Alaska 
salmon  as  a  "natural"  product.  "The 
farmed  fish  get  no  exercise,"  she  says. 
"Alaskan  salmon  is  stronger  and 
more  flavorful."  Tuten,  a  34-year-old 
native  of  Long  Beach,  Calif.,  works 
with  importers  to  offer  Japanese 
housewives  a  taste  of  salmon  in  su- 
permarkets. Restaurants  run  promo- 
tions, and  Alaskan  salmon  is  touted 
on  posters  in  Tokyo  subway  stations. 

So  why  not  farm  fish  in  Alaska? 
Because,  Tuten  says,  the  powerful 
fishing  lobby  there  has  pushed 
through  the  state  legislature  a  two- 
year  moratorium  on  the  farming  of 
any  fin  fish. — M.B. 
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'Just  plain  old-fashioned 
damned-hard-to-put- 
down  grim-and- 
gripping  readable" 


— The  Wall  Street  Journal 

Malcolm  Forbes'  They  Went  That-A-Way  is 
a  lighthearted  look  at  life's  onlj  eertainty — 
death.  Mere  are  175  departures  of  famous, 
infamous  and  unforgettable  mortals  which  are 
bound  to  intrigue,  surprise  and  certainly 
amuse.  Now  at  your  bookstores.  $18.95 

"Undeniably  fascinating" 

— Puhlishers  Weekly 

"Forbes"  latest  book  is  to  die  for." 

— I  S  I  Today 

"A  browser*!  <l< litiht  ...  A  welcome 
change  for  insomniacs  bored  with  counting 
-beep  .  .  .  Forbes  pulls  off  a  neat  trick  in 
making  his  choices  come  to  life  by  describing 
their  deaths." — The  Philadelphia  Inquirer 

"  Vn  outrageously  funny  book" 
— Tin-  Star  Ledger 
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Archduke 

Pontius  Pilate 

Franz  Ferdinand 

Jackson  Pollock 

W.C.  Fields 

Cole  Porter 

F.  Scott  Fitzgerald 

Francis  Gary  Powers 

and  Zelda 

Elvis  Presley 

Jim  Fixx 

Sir  Walter  Raleigh 

Henry  Morrison  Flagler 

Paul  Robeson 

Benjamin  Franklin 

JohnD.  Rockefeller  III 

Sigmund  Freud 

Nelson  Aldrich 

Clark  Gable 

Rockefeller 

Judy  Garland 

Will  Rogers 

King  George  V 

Mark  Rothko 

George  Gershwin 

Babe  Ruth 

Euell  Gibbons 

Bugsy  Siegel 

Hermann  Goering 

Sitting  Bull 

Ulysses  S.  Grant 

Bessie  Smith 

D.W.  Griffith 

Dylan  Thomas 

Dag  Hammarskjbld 

Leo  Tolstoy 

Mata  Hari 

Rudolph  Valentino 

Jean  Harlow 

Sid  Vicious 

Ernest  Hemingway 

Raoul  Wallenberg 

Jimi  Hendrix 

Karl  Wallenda 

Wild  Bill  Hickok 

George  Washington 

Jimmy  Hoffa 

Oscar  Wilde 

Billie  Holiday 

Virginia  Woolf 

Buddy  Holly 
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The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 
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reams  of  lower  interest  rates.  In  the  two  weeks  ended 
:t.  7,  the  Dow  industrials  moved  up  almost  60  points,  or 
3%,  in  a  rally  that  favored  big  stocks.  The  NYSE  was  up 
•?%,  the  Amex  1.6%  and  the  Nasdaq  only  0.2%.  The 
dw,  which  closed  at  2150,  is  once  again  at  the  upper  end 
its  postcrash  trading  range. 

Encouraging  words  are  being  heard.  Thus,  for  example, 
tin  C.  Brooks,  a  managing  director  of  Atlanta-based 
cunties  firm  Marshall  &  Co.,  thinks  that  the  market  is 


headed  upward  and  will  break  through  2700  sometime  in 
1989.  Brooks  points  to  four  sectors  that  have  performed 
very  well  since  June:  brokers,  S&Ls,  insurers  and  utilities. 
He  reads  this  as  an  expectation  of  lower  interest  rates. 

If  interest  rates  do  come  down,  investors  may  be  willing 
to  pay  a  higher  multiple  for  stocks.  The  Dow  is  now 
trading  at  13.6  times  latest  12-month  earnings,  while  the 
Wilshire  P/E  is  13.4.  One  year  ago,  prior  to  meltdown 
Monday,  the  respective  multiples  were  21.3  and  20.2. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

ercent  change 

Wilshire 
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NYSE 
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Stock  performance  based  on  six  key  investor  yardsti 
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verall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are 
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te:  All  data  for  periods  ending  10/07/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Problems  in  Lotusland.  On  Oct.  7,  when  the  market 
rallied  42  points,  Lotus  Development  dropped  3,  to  16%, 
after  announcing  additional  delays  in  the  upgrade  for  its 
main  software  program,  1-2-3.  The  drop  in  Lotus  contrib- 
uted to  the  weak  showing  for  the  technology  sector.  Lotus 
has  lost  about  $1  billion  in  market  value  over  the  past  12 
months  as  its  capitalization  declined  to  $750  million.  Yet 


the  bears  are  looking  for  more  trouble.  Between  Aug 
and  September  the  short  interest  on  Lotus  doubled 
about  1  million  shares.  This  was  the  second-largest 
crease  in  short  interest  on  the  Nasdaq. 

Terence  Quinn,  a  software  analyst  at  Drexel  Burnha 
expects  Lotus  to  earn  only  $1.50  this  year,  which  gives 
stock  an  estimated  1988  earnings  multiple  of  11.2. 


Percent  change  in  last  52  weeks  "OO  Percent  change  in  last  2  weeks 
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What  the  Analysts  Think 


In  reverse.  Transportation  stocks  show  the  sharpest  cuts 
in  1988  earnings  estimates.  Hit  hardest  was  Kansas  City 
Southern,  which  saw  forecasts  reduced  19  cents,  to  $2.62. 


In  addition,  this  company  is  challenging  a  $600  milli 
judgment  awarded  against  it  by  a  South  Dakota  ju 
Burlington  Northern  and  CSX  also  had  lower  forecasts 


Forecasting  the  Forbes  Sales  500 


Performance 
period 


Average 

earnings  per 

share 


P/E 


months  $3.20  12.4 

i  tes  3.59  11.0 

1989  3.96  10.0 


Rank  based  on 
change  in  estimate                Sector 
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EPS             P/E 
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Spanish  is  soft-spoken.  Well 
written,  it  has  nuances  and 
suhtleties  all  its  own.  That's 
why  VISION  has  won  the 
loyalty  of  600,000  top  level 
readers  throughout  Latin 
America,  who  appreciate  its 
content  and  command  of  the 
Spanish  language. 

VISION'S  editors  write  clearly 
and  objectively.  They  cover  the 
most  relevant  business  and 
news  topics.  In  brief,  they 
communicate  in  a  way  no  other 
publication  can  match. 

VISION  is  unique  because  it's 
the  only  magazine  written  by 
and  for  Latin  Americans. 
200,000  ABC  -  certified  copies 
each  fortnight  attest  to 
VISION'S  acceptance  among 
decision  makers.  And  fully  95% 
of  its  readers  are  subscribers! 

If  you  need  to  communicate 
with  the  people  in  charge  of 
these  lucrative  markets  in  their 
own  language,  you  need 
VISION. 


Visibility  where  it  counts 


The  Chinese  know  we  mean  business  Chin 


one  of  the  business  world's  final  frontiers.  If  y 
do  business  there,  you  know  precisely  hoi 
highly  our  magazine  is  regarded.  With  our  sut 
stantial  readership  of  500,000,  we  are,  very  sin 
ply,  China's  link  to  the  world  business  commi 
nity.  We  are  the  international  business  handbocj 
of  top  government  and  trade  officials.  If  you  a 
considering  marketing  to  China,  consider  aid 
that  for  very  low  cost  your  ad  can  run  in  Busines) 
Week's  International  Business  and  Managemer; 


- 

iri 


■ 


For  further  information  contact:  Hal  Berry  212/512-3867 


Capital  Markets 


MONEY  &  INVESTMENTS 


'OU  are  attracted  by  the  high  yields  bonds 
zurrently  offer,  but  you  re  scared  about 
lond  market  volatility.  Why  not  try 
tepped  maturity  investing? 

ALL-PURPOSE 
GRIND 


By  Ben  Weberman 


~imid  investors  can  get  a  good  run 
3r  their  money  without  trying  to 
utguess  interest  rate  trends.  The 
rick  is  to  use  a  stepped  maturity 
echnique.  You  put,  say,  a  tenth  of 
our  money  in  1989  bonds,  a  tenth 
i  1990  bonds,  and  so  on  up  to  ten 
ears  out.  This  leaves  you  with  an 
verall  maturity  of  about  five  years, 
is  each  crop  matures,  you  reinvest 
tie  principal  in  ten-year  bonds,  so 
aat  your  average  maturity  never 
hanges. 

What's  the  advantage  here?  There 
>  less  market  risk  than  in  putting 
11  your  money  in  ten-year  bonds 
nd  more  yield  than  in  putting  your 
loney  entirely  in  short-term  secu- 

ties.  And  by  rolling  over  one-tenth 
f  the  portfolio  every  year,  you  do  a 
ind  of  dollar  cost  averaging  on  the 
irection  of  interest  rates. 

Stepping  maturities  will  not  im- 
lunize  you  against  interest  rate 

langes.  Nothing  will  do  that,  short 
f  a  low-yielding  portfolio  of  ultra- 
lort  maturities.  If  rates  go  up,  ev- 
rything  in  a  stepped  maturity  port- 
)lio  goes  down  in  value,  the  fur- 
lest-out  bonds  the  most. 

Let's  get  specific.   Suppose  you 

ant  a  tax-free  yield  from  a  stepped 

ortfolio.    With    A-rated,    tax-free 

m  Weberman  is  a  contributing  editor  of 
«B£?  magazine. 


general  obligations,  you'd  wind  up 
with  a  spread  of  yields  ranging  from 
5.9%  for  the  one-year  issue,  to 
6. 15%  for  the  two-year,  6.4%  for  the 
three-year,  and  so  on  until  the  long- 
est bond,  whose  yield  is  7.2% .  Over- 
all yield  to  maturity:  6.6%,  but  this 
figure  will  climb  a  bit  as  you  roll 
over  5.9%  notes  into  7.2%  medium- 
term  bonds. 

Investors  could  add  0.2%  or  so  to 
the  yields  by  using  riskier  BBB-rated 
bonds,  or  move  up  in  quality  to  AA 
and  sacrifice  0.2%  of  yield. 

If  interest  rates  never  change  (an 
admittedly  unlikely  event),  the 
$10,000  received  from  payoff  of  the 
5.9s  would  be  reinvested  in  ten- 
year,  A-quality  bonds  paying  7.2% . 
However,  the  total  return  would  be 
close  to  constant,  since  the  maturi- 
ty mix  of  a  stepped  portfolio  re- 
mains almost  constant  over  time. 
That's  because  a  bond  that  is  two 
years  from  maturity  today  will  be  a 
one-year  maturity  a  year  from  to- 
day, and  so  on. 

Brian  O'Connor,  a  research  vice 
president  at  investment  managers 
Roosevelt  &  Cross  in  New  York 
City,  is  a  strong  advocate  of  stepped 
maturity  investing.  But  on  the  very 
shortest  maturities,  O'Connor 
notes,  municipal  yields  are  terrible. 
On  one-year  investments  you  could 
do  better  buying  Treasurys  and  pay- 
ing the  taxes.  That's  why,  when 
O'Connor  sets  up  a  stepped  maturi- 
ty portfolio  of  munis,  he  starts  the 
ten-year  range  at  the  1991  maturity 
and  goes  out  to  2000. 

Here's  one  of  O'Connor's  pack- 
ages of  recommendations;  quality 
range  is  from  Baal  to  AAA:  Puerto 
Rico  5.7s  of  1991;  New  York  City 
6.5s  of  1992;  NYS  MedCare  Mental 
Health  7.35s  of  1993;  NYS  Housing 


Finance  Agency  (SUNY)  6.6s  of 
1994;  Triborough  Bridge  6.8s  of 
1995;  NYC  Muni  Water  7.6s  of 
1996;  Municipal  Acceptance  Corp. 
series  67,  7s  of  1997;  NYS  Mortgage 
Agency  7.1s  of  1998;  Metropolitan 
Transit  7>/8s  of  1999;  and  MAC  se- 
ries 67,  7.3s  of  2000. 

The  annual  income  on  this  port- 
folio, which  would  cost  you 
$100,440  if  you  bought  $10,000  par 
value  of  each  issue,  is  $6,907.  No- 
tice that  the  yields  do  not  coincide 
precisely  with  the  rates  mentioned 
earlier,  since  the  bonds  are  not  all 
priced  exactly  at  100  and  since  qual- 
ities vary. 

This  portfolio  would  be  most 
suitable  for  a  New  York  City  resi- 
dent, who  has  three  income  taxes  to 
avoid.  O'Connor  has  a  different  ros- 
ter of  Florida  issues  for  residents  of 
that  state.  (Florida  has  no  personal 
income  tax,  but  it  does  have  a  port- 
folio tax  from  which  local  bonds  are 
exempt.)  The  Florida  package  yields 
6.75%  to  maturity. 

Each  of  the  selections  was  taken 
from  those  offered  in  the  Blue  List, 
which  is  the  daily  listing  of  bonds 
available  to  dealers.  Count  on  pay- 
ing a  minimum  of  0.375%  more 
when  you  try  to  buy  in  small  lots 
from  a  retail  broker. 

Which,  of  course,  brings  me  to  the 
point  that  stepped  maturity  invest- 
ing is  not  for  the  very  small  inves- 
tor. I'd  say  you  should  have  at  least 
$100,000  available  and  preferably 
more.  With  $100,000  you  could 
pick  up  ten  lots  of  bonds  of  $10,000 
each,  due  in  annual  installments 
from  one  to  ten  years.  With  $50,000, 
I'd  suggest  larger  steps,  spacing  ma- 
turities every  other  year. 

With  less  than  $50,000  you 
should  be  in  a  bond  mutual  fund, 
not  individual  bonds.  Most  bond 
funds,  by  the  way,  already  lean  in 
the  direction  of  stepped  maturity 
portfolios.  (In  their  reports  they  gen- 
erally tell  you  what  is  the  average 
maturity  in  their  portfolio;  many  of 
them  try  to  catch  swings  in  the  mar- 
ket by  shortening  average  maturi- 
ties when  they  are  bearish  on  bonds, 
lengthening  them  when  they  are 
bullish.) 

Bond  yields  look  awfully  attrac- 
tive these  days,  but  that  attractive- 
ness is  diminished  by  the  fact  that 
the  bond  market  today  is  almost  as 
volatile  as  the  stock  market. 
Stepped  maturity  investing  is  a  way 
to  take  advantage  of  the  yields 
while  somewhat  diminishing  the 
market  risks.  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


The  economy  is  strong,  the  stock  market 
is  not,  which  combination  spells  opportu- 
nities/or smart  and  patient  investors. 

ONE  YEAR  LATER 


By  David  Dreman 


A  year  has  gone  by  since  the  worst 
stock  market  crash  in  American 
history.  It  was  truly  frightening,  and 
investment  strategists  for  months 
after  Oct.  19  earnestly  warned  of  a 
1929-30  repeat,  preparing  charts 
showing  the  eerie  similarities  be- 
tween market  behavior  in  the 
months  following  1929  with  that 
after  Oct.  19.  They  expected  a  brief 
rally  in  early  1988,  followed  by  an 
awesome  drop  in  prices. 

Fortunately,  investment  strate- 
gists, like  most  generals,  arc  always 
fighting  the  last  war,  and  just  as 
consistently  losing  it.  Many  gurus 
were  stunned  when  the  market 
went  up  this  year.  What  they 
missed,  like  generals  focusing  on 
past  battles,  was  that  1987  was 
enormously  different  from  1930. 
Back  then,  the  economy  was  head- 
ing into  the  Great  Depression.  This 
year,  business  is  growing,  with  an 
improving  trade  deficit,  reasonably 
stable  interest  rates  and  inflation, 
and  strong  consumer  spending. 

The  growing  economy  is  respon- 
sible tor  some  of  the  largest  earnings 
gains  in  decades.  S&.P  500  earnings 
were  up  more  than  20%  last  year 

l  hiru J  Dreman  6  managing  aovctot  of 
Dreman   Value  Management  Int     Invest 
mem  Counsel,  \eu   York,  and  author  of 
(  ontrarUn  Investment  Strategy 


and  should  increase  25%  in  1988, 
making  the  two-year  total  50%  on  a 
compounded  basis.  The  sharp  drop 
in  stock  prices,  together  with  the 
dramatic  surge  in  earnings,  has  low- 
ered the  P/E  of  the  market  from  over 
20,  in  the  early  autumn  of  1987,  to 
11  or  12  times  1988  estimates,  be- 
low its  long-term  norm. 

Still  dazed  by  the  crash,  however, 
investors  have  retreated  to  the  side- 
lines, despite  these  excellent  funda- 
mentals. Bad  news,  no  matter  how 
temporary,  sends  stock  prices  tum- 
bling. Good  news  is  ignored. 

Investors  are,  in  short,  continuing 
to  pay  the  price  for  the  excesses  that 
led  to  the  crash:  portfolio  insurance 
and  program  trading,  sponsored  by 
leading  financial  futures  exchanges, 
brokerage  houses  and  the  academ- 
ics. The  sponsors  promised  these 
advanced  techniques  would  bring  a 
new  golden  age  for  investors.  They 
did  nothing  of  the  kind. 

With  poetic  justice,  however,  the 
perpetrators  have  been  punished, 
too.  Some  of  the  big  brokerage 
houses  pushed  hard  for  these  strate- 
gies because  of  the  enormous  profits 
they  generated  for  the  brokers'  own 
proprietary  accounts  as  well  as  large 
commissions.  Since  the  crash,  most 
brokerage  stocks  are  down  about 
50%  from  precrash  levels,  while 
commission  revenues  have  dried  up. 

The  Chicago  Mercantile  Ex- 
change, the  leader  in  bringing  a  new 
era  of  volatility  to  financial  markets 
(which  coincidentally  brought  in 
tremendous  commissions),  has  seen 
its  business  go  down  sharply.  Some 
Merc  traders  have  had  to  sell  their 
gold  chains  and  are  moonlighting  as 
taxi  drivers  or  bartenders. 

The  academics  who  originated 
the  madcap  theories  that  promised 


financial  futures  would  make  mar 
kets  better  for  everyone  are  franti 
cally  writing  papers  blaming  the 
crash  on  everybody  but  themselves 
Never  mind:  History  will  find  this 
group's  contributions  to  science  in 
the  same  league  with  those  made  b> 
the  alchemists  or  believers  in  the 
Ptolemaic  System. 

Unfortunately,  no  major  changes 
have  been  enacted  to  prevent  a  reoc 
currence  of  the  Oct.  19  disaster  be 
cause  of  pressures  from  the  above 
groups,  although  changes  have  beer 
recommended  by  the  Brady  Com 
mission,  the  SEC  and  many  respon 
sible  investment  advisers.  Yet  sucr 
changes  are  essential  to  restore  in 
vestor  confidence  in  our  markets 

For  value-oriented  investors 
there  is,  however,  a  silver  lining.  Fo 
all  the  market's  dullness  the  under 
lying  trend  has  been  pretty  firm 
The  S&P  (adjusted  for  dividend 
was  up  13%  in  the  first  nine  month 
of  this  year.  That  the  market  is  up 
all,  given  the  psychological  impac 
of  the  crash,  shows  how  stron 
stock  fundamentals  really  are. 

Today's  markets,  like  all  market 
following  major  periods  of  trauma 
provide  windows  of  opportunit 
usually  available  every  decade  or  s] 
for  value  investors.  Some  stock 
normally  trading  at  substantial  pre 
miums  are  battered  down  and  hav 
become  low-P/E  issues  because  c 
overreactions  to  temporarily  negs 
tive  news.  Two  industries  that  ai 
prime  examples  are  technology  an 
consumer  products.  Both  are  trac 
ing  at  their  lowest  P/Es  relative  t 
the  market  in  15  years. 

In  the  computer  industry  I  woul 
look  at  the  following  companies: 

Digital  Equipment    (89)    is    do 
sharply  from  its  high  of  200  last  ye 
on  temporarily  disappointing  e, 
ings.  DEC  trades  at  a  P/E  of  9. 

IBM  (115)  has  turned  the  corn 
and  will  show  good  earnings  grow 
for  several  years.  IBM  trades  at  a  P, 
of  13  and  yields  3.8%. 

In  the  consumer  products  area  tr 
following  stocks  look  very  cheap 

Scott  Paper  (39)  is  a  rapidly  gro 
ing  consumer  paper  products  con] 
pany,  with  a  P/E  of  10,  yield  1.9%! 

Unilever  NV  (56)  is  another  gi 
consumer  products  company  wi 
an  above  average  growth  rate.  U 
trades  at  a  P/E  of  1 1,  yields  3.4%. 

RJR  Nabisco  (58)  has  shown  bett 
than  20%  earnings  growth  with  i 
most  50%  of  net  derived  from  fo( 
products.  RJR  trades  at  a  P/E  of 
and  yields  3.8%.  ■ 
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By  Ann  C.  Brown 
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Here  are  two  scenarios  for  stocks  and  the 
economy  under  the  next  President. 

MARKET'S  GOT  THE 
'RONS  GONE  AND 
LEFT  US"  BLUES 


much  of  any  consequence.  We  are 
better  off  today  than  we  were  in 
1980 — most  of  us.  But  will  we  be 
better  off  in  1992  than  we  are  to- 
day? Here  are  two  scenarios  for  the 
economy  and  the  stock  market 
that  could  come  about  starting 
next  January. 

Strange  as  it  may  seem,  should 
Dukakis  win,  there  could  be  a  busi- 
ness-as-usual reaction  in  the  finan- 
cial markets— at  least  near  term. 
First  of  all,  the  governor  will  be  so 
occupied  with  learning  how  to  do 
his  job  that  he  may  be  inclined  not 
to  try  to  fix  what  ain't  broke.  Sec- 
ond, Dukakis  has  been  hammered 
on  by  the  opposition  throughout  the 
campaign  as  a  man  certain  to  raise 
taxes.  In  order  to  prove  his  accusers 
wrong  and  to  build  a  broader  power 
base,  I  suspect  Dukakis  would  do 
just  about  anything  and  everything 
to  keep  from  having  to  resort  to 
revenue-raising  measures — at  least 
through  the  1990  elections. 

If  there  are  no  significant  new  or 
increased  taxes  for  the  next  couple 
of  years,  chances  are  the  economy 
will  continue  the  gradual  slowdown 
that  has  shown  up  in  recent  selected 
government  statistics.  This  could 
help  keep  interest  rates  from  rising, 
unless  the  Democrats  decide  to  em- 
bark on  ambitious  social  welfare 
programs,  which  could  exacerbate 
the  federal  budget  deficit.  I  doubt 
that  this  will  be  an  immediate 
threat  because  Dukakis  does  not 
seem  to  be  a  man  to  be  rushed. 
Furthermore,  there  is  widespread 
disagreement  within  his  own  party 
concerning  priorities  and  the  means 
by  which  to  accomplish  the  ends  of 
this  still-vague  wish  list. 

While  the  economy  under  a  Du- 
kakis Administration  (as  well  as  a 


Despite  the  debates,  speeches  anc 
commercials,  many  investors  re- 
main underwhelmed  by  the  lack  of 
"presidentiality"  displayed  by  both 
candidates.  This  is  one  reason  the 
market  has  gone  nowhere  on  low 
volume  ever  since  the  conventions. 

Whether  you  like  him  or  not, 
Ronald  Reagan  is  a  hard  actor  to 
follow,  presidentially  speaking.  He 
braved  an  assassin's  bullet.  He  con- 
quered cancer.  He  radiated  self-as- 
surance and  inspired  confidence.  He 
was  the  nation's  number  one  eco- 
nomic cheerleader,  the  commander- 
in-chief  of  the  global  chamber  of 
•commerce,  the  supreme  chief  exec- 
utive officer.  More  important,  he 
idid  most  of  what  he  set  out  to  do — 
and  did  it  with  grace  and  class  and 
igentle  good  humor. 

When  investors  try  to  evaluate 
Mr.  Bush  versus  Mr.  Dukakis,  they 
can't  help  but  compare  both  men 
with  Mr.  Reagan.  It  will  take  some 
time,  if  ever,  for  the  new  President 
to  win  the  hearts  and  minds  of  a 
majority  who  would,  if  they  could, 
;lect  Mr.  Reagan  to  a  third  term. 

When  candidates  inherit  a  nation 
wallowing  in  peace  and  prosperity, 
it  is   difficult   to   promise   voters 

\nn  C.  Brown  is  chief  executive  officer  of  the 
'quit)'  advisory>  arid  portfolio  consulting 
'irm  of  AC.  Brown  &  Associates. 


Bush  Administration)  could  remain 
recession-free,  at  least  through  next 
year,  the  stock  market  could  take  it 
slow  until  investors  get  the  measure 
of  a  man  whose  name  they  scarcely 
knew  a  year  ago.  His  cabinet  and 
other  appointees  must  be  scruti- 
nized, early  decisions  analyzed  and 
first  crises  dealt  with  before  major 
foreign  and  domestic  money  manag- 
ers seriously  commit  their  cash  re- 
serves. Investor  caution  could  con- 
tinue through  1989,  and  the  stock 
market  could  remain  mired  within 
its  current  narrow  range  on  pity-the- 
poor-brokers  volume. 

A  Bush  presidency,  on  the  other 
hand,  could  result  in  a  somewhat 
livelier  stock  market — in  both  di- 
rections. Bush  has  attended  Presi- 
dent's Prep  for  the  last  eight  years 
and  gives  every  indication  of  want- 
ing to  get  off  to  a  fast  start.  The 
taunt  of  "Where  was  George"  had  to 
hurt,  and  Bush  would  be  only  too 
anxious  to  announce  "George  is 
here!" — and  move  promptly  to 
make  his  presence  felt. 

Bush  is  one  of  the  most  creden- 
tialed  men  to  seek  the  office  and, 
should  he  capture  it,  could  easily 
become  overly  involved  in  the 
many  areas  of  his  expertise,  in  con- 
trast to  his  predecessor,  who  pre- 
ferred to  delegate  the  day-to-day  de- 
tails and  workings  to  his  staff.  Bush 
is  impulsive  and  a  greater  risk-taker 
than  Dukakis.  Under  a  Bush  Ad- 
ministration the  highs  could  be 
higher  and  the  lows  lower,  and  the 
stock  market  could  mirror  those 
ups  and  downs  by  trading  more  ac- 
tively in  a  wider  range.  The  econo- 
my, however,  might  suffer  if  Bush 
should  overreact  as  business  weak- 
ens and  argue  too  successfully  for 
stimulation  when  GNP  growth 
ought  to  be  allowed  to  slip  to  a 
lower,  more  sustainable  rate. 

When  all  is  said  and  the  voting's 
done,  investors  would  be  wise  to 
look  at  the  composition  of  Con- 
gress. The  faces  probably  will  be 
pretty  much  the  same,  and  the  ideo- 
logical makeup  of  the  House  and 
Senate  could  be  remarkably  similar 
to  what  it  now  is.  It  is  easier  to 
elect  a  new  leader  than  new  legisla- 
tive leadership,  and  whether  Duka- 
kis or  Bush  wins,  neither  will  bring 
with  him  a  strong  mandate  for 
abrupt  changes  in  economic  policy. 

I  look  for  the  stock  market  to 
rally  postelection  through  inaugura- 
tion because  of  one  less  uncertain- 
ty. But  consider  taking  profits  if  this 
proves  to  be  the  case.  ■ 
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Wall  Street  Irregular 


MONEY  &  INVESTMENTS 

Newsletter  writers  should  remember  that 
extravagant  promises  can  backfire. 

EASY  ON  THE  HYPE 


By  Mark  Hulbert 


One  of  my  recent  columns  focusec 
on  the  more  moderate  tone  of  news- 
letter advertising  since  the  crash. 
Maybe  I  spoke  too  soon. 

"Rated  No.  1  for  both  safety  and 
profits  by  the  independent  Hubert 
Financial  Digest,"  is  the  oft-repeated 
claim  in  advertising  for  Jay  Scha- 
backcr's  Switch  Fund  Advisory  "Hul- 
bert ranks  Telephone  smith  Newstet 
ter  among  top  performers,"  shouts 
advertising  for  Richard  Fabian's 
newsletter.  Both  advertising  cam- 
paigns are  misleading. 

In  recent  columns  I  have  criti- 
cized Stan  Weinstein's  Professional 
Tape  Rentier  and  Harry  Schultz'  /// 
ternatiotial  Harry  Schultz  letter,  both 
of  which  have  underperformed  the 
market  by  huge  margins  yet  have 
used  my  name  in  claiming  they  are 
number  one.  But  unlike  those  of 
Weinstein  and  Schultz,  the  records 
of  both  Fabian  and  Schabacker  gen- 
erally have  been  quite  good,  and 
they  both  have  powerful  justifica- 
tion for  their  investment  systems. 
Since  the  simple  truth  does  them 
credit,  why  do  they  feel  the  need  to 
embellish  the  truth? 

This  illustrates  a  general  lesson 

Mark  Hullxrt  vs  editor  of  the  Alexandria, 
Va  -based  Hulbert  Financial  Digest  and  au- 
thor of  "Wk  Second  Hullx-n  Financial  i>i>>c-m 
Almanac, pubUsbed  by  Minerva  /<<*<**. 


about  investment  advertising.  Even 
though  one  shouldn't  be  taken  in 
blindly  by  an  adviser's  exaggerated 
advertising  claims,  one  shouldn't  be 
too  tough  on  those  who  indulge  in  a 
bit  of  hyperbole,  because  there  ex- 
ists no  particular  correlation  be- 
tween an  adviser's  record  and  his 
tendency  to  exaggerate. 

Fabian's  newsletter  is  the  most 
widely  followed  of  those  that  advise 
when  to  switch  into  and  out  of  mu- 
tual funds,  with  $100  million  and 
more  riding  on  each  of  his  signals. 
Part  of  Fabian's  appeal  has  been  the 
simplicity  of  his  approach,  which 
generates  buy  and  sell  signals  as  the 
market  moves  above  or  below  its 
39-week  moving  average. 

His  approach  has  not  just  its  sim- 
plicity to  commend  it;  academic  re- 
search also  suggests  that  moving  av- 
erages can  be  valuable  market-tim- 
ing tools.  In  research  for  his  thesis 
at  Portland  State  University,  for  ex- 
ample, Norman  Fosback  (who  now 
is  editor  of  Market  Logic)  found  that 
moving  average  systems  do  add  val- 
ue to  a  buy-and-hold  approach.  (Fos- 
back stresses,  however,  that  there  is 
nothing  magical  about  a  39-week 
moving  average  in  particular.) 

Fabian's  newsletter  has  been  one 
of  the  best-performing  services  of 
any  that  the  HIT)  follows,  currently 
ranking  fifth  among  all  those 
tracked  since  mid- 1980.  For  the  en- 
tire eight  years,  Fabian's  switching 
model  has  increased  at  a  compound- 
ed annual  rate  of  about  15%. 

But  rather  than  be  proud  of  this 
excellent  record,  Fabian  insists  on 
magnifying  it,  regularly  claiming 
that  his  advice  comes  very  close  to 
or  exceeds  a  20%  compounded  rate 
of  return.  In  his  current  advertising, 
he  goes  even  further,  saying  that  his 


newsletter    achieved    "an    average 
53.73%  growth  per  year"  over  the! 
past  1 1  years. 

How  did  20%  become  53.73%  ?| 
Fabian  simply  blurred  the  distinc-l 
tion  between  compounded  and  un-' 
compounded  rates  of  growth.  In  J 
none  of  its  11  years  did  his  system, 
generate  as  much  as  a  53.73%  prof 
it,  even  though — by  ignoring  com  1 
pounding — it  can  be  made  to  look  as 
though  it  did.  This,  of  course,  im 
nothing  more  than  the  statistical 
truth  behind  compounding,  buij 
very  misleading  nevertheless.  By  q 
similar  sleight  of  hand  a  mone^l 
market  fund  could  claim  that  a  7%  I 
return  achieves  an  average  22%| 
growth  per  year  over  30  years. 

Jay    Schabacker    has    a    distinj 
guished  investment  heritage,  sinc<| 
his  father  was  an  editor  at  Forbes  ill 
the  1930s  and  his  uncle,  Robert  Ed  I 
wards,  was  coauthor  with  John  Mai 
gee  of  Tedmical  Analysis  of  Stock  Mar\ 
ket  Trends,  the  classic  work  on  th 
subject.  Unlike  his  relatives,  how 
ever,  and  unlike  Fabian,  Schabacke 
is  not  a  technician.  His  investmen 
approach  is  a  combination  of  funda 
mental  and  technical  factors. 

The  most  profitable  category  c 
advice  contained  in  Schabacker' 
letter  is  his  timing  advice  for  th 
"inactive  investor."  This  has  out 
performed  Fabian  and  all  but  one  c 
the  other  timing  strategies  the  HFt 
has  tracked  since  mid- 1980. 

The  truth,  therefore,  should 
quite  good  enough,  thank  you.  Ne\ 
ertheless,  as  quoted  above,  Schs 
backer's  advertising  insists  o 
claiming  that  I  have  rated  him  nurr 
ber  one  for  both  safety  and  profits, 
can  interpret  this  claim  in  any  ( 
several  ways,  and  while  I  am  nc 
sure  which  of  them  is  intendei 
none  currently  is  true. 

Since  Fabian  and  Schabacker  ha\ 
good  records,  it's  worth  reportir 
that  both  currently  are  bullish 
stocks  and  bearish  on  gold.  Becauj 
Fabian's  system  is  mechanical,  fu 
thermore,  we  know  these  forecas 
will  remain  intact  as  long  as  the  D 
holds  above  the  2000  level  and  go 
shares  don't  rise  by  more  than  aboi 
9% .  With  Schabacker,  however,  it 
difficult  to  say  what  would  lead  hi 
to  change  either  opinion. 

In  any  case,  both  these  letters  a 
worth  listening  to.  But  please,  it 
lows,  cut  the  hype.  Extravaga: 
promises  have  a  way  of  backfirin 
In  the  meantime,  we  should  foci 
on  their  records  and  ignore  the 
exaggerations.  ■ 
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rheir  investment 
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just  paid  off. 
«.  Again.  . 


FIRST  TIME  AWARD  WINNERS 


Alexander  &  Baldwin,  Inc. 

Honolulu,  Hawaii 

First  Florida  Bank,  N.A. 

Tampa,  Florida 

Hunt  Manufacturing  Co. 

Philadelphia,  Pennsylvania 

The  Principal  Financial  Group 

Des  Moines,  loiva 

Southern  Bell 

Miami,  Florida 


> 


Sovran  Bank/Central  South 

Nashville,  Tennessee 

TECO  Energy,  Inc. 

Tampa,  Florida 

Transco  Energy  Company 

Houston,  Texas 

United  Airlines,  Inc. 

Chicago,  Illinois 

U.S.  Bancorp 

Portland,  Oregon 


RETURN  AWARD  WINNERS 

Ameritech 

Chicago,  Illinois 

El  Paso  Natural  Gas  Company 

El  Paso,  Texas 

First  Bank  System,  Inc. 

Minneapolis,  Minnesota 

The  Hartford  Courant 

Hartford,  Connecticut 

Southwestern  Bell  Corporation 

St.  Louis,  Missouri 


A  business  investment 
in  the  arts  can  yield 
isually  high  returns. 
Last  year,  it  meant  higher 
[  s  for  these  companies 
bugh  increased  visibility 
\  a  positive  public  image. 
i  also  brought  them  a 
|  more  enjoyable  work- 
ing environment, 
rheir  investment 
in  the  arts  paid 
off  once  again. 
This  time  in  the 
n  of  national  recognition 
\  an  award— sponsored 
'  he  Business  Committee 
|  he  Arts  and  FORBES 
>|;azine. 

j[he  winners  are  busi- 
es of  all  sizes  from  eve 
rtier  of  America.  The  one 
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DISTINGUISHED  AWARD  WINNERS 

AT&T 

New  York,  New  York 

Dayton  Hudson  Corporation 

Minneapolis,  Minnesota 

Ford  Motor  Company 

Dearborn,  Michigan 

Merrill  Lynch  &  Co.,  Inc. 

New  York,  New  York 

Metropolitan  Life  Insurance  Co.  & 
Metropolitan  Life  Foundation 

New  York,  New  York 

Mobil  Corporation 

New  York,  New  York 


thing  they  have  in 
common  is  an  under- 
standing of  how  busi- 
ness and  the  arts  can 
benefit  one  another. 
To  find  out  how  your 
company  can  profit  through  a 
partnership  with  the  arts— 
and  qualify  for  next  year's 
awards  —  contact  the 
Business  Committee  for 
the  Arts,  Inc.,  1775  Broad- 
way, Suite  510,  New  York, 
New  York  10019.  Or  call 
(212)  664-0600. 

Invest  in  the  arts. 
It'll  pay  off  for  your 
company  too. 

You  may  even  find 
yourself  in  the  spot- 
light come  next  year. 


El 


BUSINESS  COMMITTEE 
FOR  THE  ARTS  INC 


This  advertisement  prepared  as  a  public  service  by  Ogilvy  &  Mather. 
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BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES 


EXECUTIVE  SERVICES 


EXECUTIVE  SERVICES 


Earn  The  Living  You've  Dreamed  Of 
. . .  Right  In  Your  Own  Dream  Home! 
Live  in  a  stunning  Eagles  Nest  home  with  design 
features  not  found  elsewhere  at  twice  the  price. 


Models  as  low  as  $17  per  sq.  ft. 

•  Interior  and  exterior 
design  flexibility 

•  Remarkably  energy-efficient 

•  Cathedral  ceilings 
and  exterior  decks 

•  Built-in.  expandable 
Home  Computer  Center 

•  FHA  and  VA  accepted 

Unlimited  Income  Potential 
As  an  Eagle  s  Nest  Homes  rep- 
resentative you  have  unlimited 


income  potential  in  a  defined  territory  And 
the  only  qualification  you  need  is  the  ability  to 
purchase  or  mortgage  a  S25  000  model  which 
may  be  limshedasa  home  to  live  in.  or  sell,  or 
completed  as  an  office,  condo  duplex  or 
other  commercial  enterprise      . 


Call  Mr  Farb 

collect 

(404)479-9700 


^/A^ 


Eagle'sNesl 
Monies  ' 


PO  Drawer  1569  Canton  GA  30114-1569 


BUSINESS  CONSULTANT 

The  demand  for  consultants  is  in- 
creasing as  internal  management  is 
being  replaced  by  outside,  unbiased 
consultants  We  are  managing  the 
future  and  sharing  it  Enjoy  the  ad- 
vantage ot  being  self-employed  with 
the  association  and  support  ol  one  of 
the  largest  and  most  respected  con- 
sulting tirms  in  the  country  Full  ex- 
pense paid  training  in  New  Orleans 
national  advertising,  and  fringe  bene- 
fits Relocation  not  required  Nominal 
refundable  performance  deposit  ol 
$7,500  required  Call  tor  free  com- 
pany brochure  and  details 
Kirj  National  Buams  ComuftmtJ  Irx 
INTO     Mr  Mark  Stmon.  Exac   V.P 

(504)  456-1968 


JOIN  THE  LEADERS  IN 
SALES  &  TECHNOLOGY 

With  over  800  centers  worldwide 
and  the  leading  sales  volume  per  cen- 
ter in  our  industry,  Sir. Speedy  can 
maker  you  a  leader  too! 

For  details  on  owning  your  own  Sir 
Speedy  Printing  Center,  call 
1-800-854-3321 
__      or  wnie 
■Vj  S«~  Speedy,  Inc. 
PO  Bex  30740  Laguna  Hills  CA  92664 


EXTREMELY  HIGH  INCOME 

POTENTIAL 

PROFESSIONAL  BUSINESS 
OPPORTUNITY 

Established  mil  corp  has  openings 
for  a  few  addl  associates  Offer  low  in- 
terest bank  loans  to  clients  with  no  up 
front  fees— venture  capital  and  devl 
capital  (D&B  avail  on  Trust  with  ac- 
cess to  9  figures)— letters  of  credit, 
guarantees,  etc  Position  requires  a 
successful,  fast-track  type  individual 
with  high  past  earnings  Confident 
communicator  a  must  A  $9  800  de- 
posit req  d  if  accepted  (refunded  with 
1st  closing)  Full  tng  and  cont  sup- 
port Call  tor  co  pkg  Full  ref  s  pro- 
vided to  qualified  applicants 

(301)630-6400      


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  4  RANCHES 

FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING1 

To  List  or  Buy  Call  Toll  Free  1-800-999  SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 

BUSINESS  SERVICES.  INC. 


FINANCIAL  SERVICES 


LENNOX    System 

of  Market  torr«a%t(ng 


/  rl  I1'  I'l  l|'  \  \  ''I  k  k  |l'  H  'I'  'I,  'I'  -'I 
These  Price  Patterns  Differ  Widely 
In  Their  Market  Forecasting  Value 

Markov  chains  plus  fractal  geometry 
For  into  send  sase  RADIUS  PRESS 
217  E    85th  St    164T    NY    NY  10028 


SELL  IN  JAPAN! 


i  iii  yew  propcm  niiof  «'ut  Ibkyo  office  i«» 
'    'oic  hr.«icr\  in  Japan 
v  1 1  OMM1SSION   Ybca 

H  DOOEKl  paid     Tear  \hcei 
1190  Km   *  nionihs  listing 

t     Hun  &  Bunker  Inc. 

1-800-USA-2111 


HARD  TO  BORROW? 

GuanMeei  Wfc  I)"  Nkn  Make  I  oaiu 

MINIMI  M  S  100.000  5  20  ~i  I  \Ks 

I  Ell   I  UNDING  VSSIS1  \M  I 

(.'OR, 'ORATION 

USA  (212)  755-M00 


LOOKING  FOR 
A  TOP  EXECUTIVE  JOB 


If  you  have  firmly  decided  to  make  a  job  change  and  want  to  do  it  with  a  minimum  of  i . 
and  in  the  shortest  amount  of  time  ...  call  us  today.  We  are  the  leading  career  managen  | 
firm  in  the  country  serving  senior  executives  exclusively.  Our  practice  is  limited  to  no  moret  i 
3  new  clients  a  week  in  each  of  our  offices,  and  as  a  result  our  clients  enjoy  highly  personal*! 
service,  complete  discretion  and  fast  market  entry.  Here's  what  they  say: 

•  "I  had  3  interviews  in  2  weeks  ...  at  my  level  that's  exceptional.* 

•  "I  increased  my  income  more  than  60%  . . .  thanks  to  you." 

•  'I  didn't  believe  it  when  you  said  'multiple  job  offers' .  Now  I  have  3 

and  I'm  a  believer.* 
To  learn  more  about  our  services  nationally,  please  call  John  E.  Sullivan.  Senior  Partn 
confidence  at  (201)  636-6100. 

M     EXECUTIVE  RESOURCES  INTERNATIONA 
Offices  in  New  York.  New  Jersey  and  California.  •    Charter  Member. 
-  -    -  —  National  Association  of  Career  Development  Consultants. 


FACSIMILE  MACHINES 


:W$BMF&^^ 


FAX  Of  AMERICA 
1-aO»341-MXX 

ammica  s  low  rfq  r-A>  ptctwbuto* 


BUSINESS  ACQUISITION 


WITHOUT  A 
COIVIRAIMY 


i-rxa-o 


vrv/i 


SEND  RESUME  AfVO  LETTER  TO 
P.O.  BOX  7062  ELGIN.  IL  60123 


MAILING  LISTS 


MULTI-MILLIONAIRES 
MILLIONAIRES 


TY 


_ji>MHIlB!_ 
*I«Him*4)Md: 


MAILING  LIST  SPECIALISTS   SINCE  1885 


W.S.  PONTON,  INC. 

S149  Butler  St."  Pittsburgh.  PA  1S201 
-i0G 
.800-628-7806 


Forbes:  Capitalist  Tool 


® 


EDUCATIONAL  SERVlCl 


s 


FU1V  APPROVED  UNIVERSITY  DEGR  * 

Economical  home  study  for  Rachel 
Master's.  Ph.D.,  fully  approved  by  I 
fornia  State  Department  of  Educfl 
Prestigious  faculty  counsels  for  indtm 
dent  studv  and  life  experience  cT 
(5,100  enrolled  students,  500  facl 
Free    information — Richard    (J 
M.D.  (Harvard).  President,  Columbi 
cific  University,  Department  3D  10F I 
Third  Street,  San  Rafael,  CA  94901 1 
Free:  (800)  227-01 19;  California:  (| 
552-5522;  or  (415)  459-1650. 


BACHELOR, MASTER, DOCK 
EARN  A  DEGREE  Use  your  past  expert 
credit  toward  your  degree  No  classes.  :m 
or  on  campus  attendance  Studies  bu  a 
your  experience  Sell-paced  •  Send  I 
,  ,         For  No  Cost  En 
213  2\ 
M 
Wilshi! 
Hills.CA.  Utj 


29\ 


COLLEGE  DEGRI 

BACHELORS  •  MASTERS  • 

For  Won.  Lite  and  > 
Fjpenenot  No  C 
(Mm) 
Call  (213)  471 1 
Outside  Callfca 
1  -800-423-:  M 
or  send  detailed  nil  I 
tot  Free  Evalua 
Pacific  Western  UniversilA 

600  N  Sepur*«4a  Bivfl    Depl  186  Los  Angeles  c  ■> 


FORBES 
MARKETCLASSIf 

Advertising  closing  date 
month  preceding  date  of  is 

Frequency  discounts  ava 
Payment  must  accompany 
unless  from  accredited  age 

FOR  ADDITIONAL  INF0RMA| 
WRITE  OR  CALL 

LINDA  L0REN 


FORBES  MARKET  CLASS! 

60  Fifth  Avenue.  New  York.  N' 
(212)  620-2440 


[■ 


fbes  Market/ 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


Americas  Finest  Name  in 

Corporate  Image  Apparel 

and  Select  Executive  Gifts 

CALL  FOR  FREE  CATALOG 

800-792-2277 
IN  CA  800-826-8585 


JUSINESS  SERVICES 


JSTOM 
K)COLATES 

Logo  presents  a  delicousry  unique  way  to 
i  distinct  impression  of  your  company  or 
'a. .  -  with  CHOCOLATE!  We  custom  design 
id  fine  chocolate  into  your  logo  or  message 
n  impression  of  your  good  taste'  Wnte  or  cafl 
S5-35O0  for  our  free  brochure 


COMPUTERS 


io/haek-TANDY 


Our  10th  year  of  DISCOUNTS 
UPLTERS  &  CELLULAR  PHONES 

Fgi   Prepaid   Save  Tax 
Toll  Free  800-231-3680 

(TIRRYiTlflC  INDUSTRIESINC 

22511  Kaly  Fwy 
Kaly  (Houston)  TX  77450 
i  1-713-392-0747  Telex:  774132 


CELLANEOUS  FOR  SALE 

!ESTMENT  GEMSTONES! 
•RANTEED  LIQUIDITY!!! 

!y  &  sell  Diamonds  and  all  Precious 
ones.  Free  wholesale  catalog  since 
Member:  Jewelers  Board  of  Trade  & 
>er  of  Commerce. 
HOUSE  OF  ONYX 
One  Main  Street 
Greenville,  Kentucky  42345 
rOLL  FREE  1-800-626-8352 


MHQ 


IS  CARING 


JOHN  CLEESE 

Regularly  Visits 
DEC,  3M, 
Hyatt  Hotels, 
Barclays  Bank, 
IRS  and  thousands' 
of  other  organizations 
through  Video  Arts 
training  programs. 

For  a  FREE 
catalog  of  sales, 
management,  and 
customer  relations 
programs  call: 

VIDEO 
ARTS 

1-800-553-0091 

xl68 

In  IL  1-312-291-1008 

xl68 


Corporate 
Ties 

(150  pc.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 


k 


Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 

CT  06807  •U.S.A. 

DepLF  (203)  869-3006 


REAL  ESTATE 


Dutchess  Farms 

Corporate  gourmet  gifts  for  over  50  years. 
Specializing  in:  Smoked  Salmon  &  Game 
Birds,  Premium  Turkeys.  959c  fat-free 
Hams.  Gift  &  Incentive  Certificates  avail- 
able. Call  now  for  free  catalog: 

Dutchess  Farms. 

Old  Indian  Road,  Milton,  NY  12547. 

l-(914)-795-2175 


WINE  CELLARS 


WINE  CELLARS 


Dealer 
Inquiries  Invited 


We  WiU  Not  Be  UndenoU-CaU  us  First. 


WINECELLARS 


Model 

440  Bottle  Capacity 
700  Bottle  Capacity 
250  Bottle  Capacity 
250G  (full  see-thru  door) 
296  Credenza  (Low  Boy) 


RetaU 

$2494 
3495 
1795 
2195 
2495 


Your  COM 
$1695 

1995 
1395 
1695 
1695 


Separate  Cooling  Units:  48755° 
600  Bottle  Commercial  Unit  4995 

980  Bottle  Double  Wide  Unit  4495 

1400  Bottle  Capacity  6500 

60  Bottle,  glass  door  699 


3495 

2995 

3795 

599 


Non  wood  unit -Not  hand-made 


Custom  Cellars  &  Racking  Systems  *  Call  for  our  catalog 
WlNECELLARS-USA     (800)  777-VINO  or  (800)  777-8466 

*  839So.LaBreaAve.  *  Los  Angeles,  CA  90036  *  Olympic  Sales  Co 

*  Visa/l*lC/AmEx/Discover*WeShipAnywhere!#        Since  1947 


j/yr  PtAo<Je> 


MAIL  ORDER 


MAKE  YOUR  STAIRS 
OBSOLETE. 

Glide  up  or  down  stairs  at 
the  push  of  a  button  with  the 
deluxe  Inclinette. 
Inch nette  is  a 
custom-built  sin- 
gle seat  passenger 
lift  making  every 
encounter  with 
your  stairs  less 
cumbersome. 
Or      choose 
StairLIFT.  the  economy  edition  of  the  In- 
clinette. 

Remember,  they're  tax-deductible  if 
doctor  recommended. 
Send  for  free  literature. 

INCLINATOR  COMPANY 
OF  AMERICA 

Depl   7.  P.O.  Box  1557 
Hamsuiirg.  PA  17105-1557 


BUILDING  SUPPLIES 


£xcellence  inQak 


Meticulously  detailed  oak  entrances 
and  interiors  for  prestigious 
homes  and  businesses. 
Our  exclusive  handmade 
door  and  moulding 
systems  are  produced 
on  a  limited  basis 
by  master  craftsmen. 

We  invite  yon  to  call 
or  write  for  free 
leaflet,  S5  brochure 
package,  or  complete 
$12  portfolio. 


lgnacio.  CO  81137 
800/245-3667  Ext.  F 


EXECUTIVE  SERVICES 


* : n 

Custom  Tie  Cleaning 
The  Ultimate  in  Qualify 

Send  or  call  for  free  brochure  on  tie 
care  and  individual,  office,  and  cor- 
porate quantity  price  list. 

Custom  Tie  Cleaning  By  Nebesky 

PO  Box  166  333  Pittston  Ave  Scranton,  PA18505 

(717)  344-4088 


EXECUTIVE  GIFTS 


w 

--»«»». 

'■■ "^  V    *y 

[HIRE 
V 

I 

•HHHHh  s 

CATALOG 

a»  Highqualitycanesofalltypes 
1    like  this  stunning  Napoleon 
Eagle.  Heads  in  Silver,  Brass, 
Gold  &  Wood.  Gadget  canes 
Flask  canes.      Hardwoods, 
Blackthorns  &  Exotics.  Also 
High-lech       electronics. 
Worldwide  sources.  Send  for 
your  FREE  catalog  today. 

DutchGuard 

Dept.  88-R  P.O.  Box  41 1687 
Kansas  City.  MO  64141 

Our  Exquisite 
Marble  Name  Plate 

will  add  prestige  and  personal  style  to 

every  executive  desk.  This  stunning 

piece  Is  the  Ideal  Christmas  gift  lor  the 

professional  who  has  arrived  or  Is  on 

the  way  up.  The  name  of  your  choice 

Is  engraved  In  gold  on  black  or  green 

polished  marble.  To  order,  send  name 

to  be  engraved  and  choice  of  marble 

(black  or  green)  with  check  or  money 

order  for  $49.95  to: 

Prestige  Engraving 

4102  East  Ray  Road,  Suite  1 195 

Phoenix.  AZ  85044 

Pleas*  allow  si*  to  org hi  weeks  lor  detveey. 

Abeolule    Money    Back    Guarantee. 

I  not  completely  talrslied.  return  name  plele 

lor  retund  of  purchase  price  and  return  postage 


Remington  Bronzes 

The  Outlaw'  h  23 
$795 

Full  size 

cast  from 

original. 

To  purchase  or  to 

obtain  details  on  (17) 

other  fullsize  Remington 

bronzes  call  or  write 

WILL  MUNYON  &  SONS 
12643  Emelita  St. 
N  Hollywood.  Ca.  91607 
PH:  (818)  980-0633 


Streetwalker 


Edited  by  Thomas  Jaffe 


Pillsbury's  new 
doughboys? 

If  Grand  Metropolitan  Pic. 
wins  its  hostile  $5.2  billion 
bid  for  Minneapolis'  Pillsbury 
Co.,  John  Stafford,  Pillsbury's 
former  chairman,  will  be  an 
even  richer  man.  Ousted  in 
February,  Stafford,  53,  owns 
around  77,500  Pillsbury 
shares,  many  purchased 
through  options  exercised  at 
prices  far  below  market.  At 
Grand  Met's  $60  offering 
price,  they're  worth  $4.65 
million — and  bidding  may  es- 
calate. Not  that  Stafford  needs  the 
money.  Since  March  he  has  been  draw- 
ing $74,375  a  month,  thanks  to  the 
company's  income  continuation  plan. 
He  can  collect  this  for  24  months, 
unless  he  finds  a  new  job  first. 

What  of  Stafford's  replacement, 
Philip  Smith,  whose  minimum  annu- 
al compensation  is  $1  million?  When 
Smith,  54,  took  over,  he  was  granted 
30,000  shares  through  the  company's 
stock  ownership  plan.  Previously, 
he'd  acquired  another  3,000  shares. 
Market  price  at  the  time:  less  than 
$40  a  share.  At  Grand  Met's  $60  price 
tag,  his  stock  would  fetch  around  S2 
million.  He's  also  entitled  to  shares  of 
restricted  stock,  which,  according  to 
the  proxy,  he  can  sell  if  a  change  of 
control  occurs  that  the  board  has  not 
approved.  In  other  words,  if  Grand 
Met  wins  and  ousts  Smith,  he  could 
pocket  even  more  money. 

A  final  note  on  Phil  Smith.  He  was 
president  of  General  Foods  when  it 
was  acquired  by  Philip  Morris  in  1985 
(and  stayed  on  to  run  the  GF  subsid- 
iary until  he  lumped  ship  to  Pills- 
bury1 He  seems  to  have  a  shrewd  eye 
for  undervalued  food  companies 


Honey  pot 

Speaking  ot  bij;  Minneapolis  com- 
panies, a  recent  repoit  by  analyst 
Judith  Comeau  of  Goldman  Sachs  de- 
scribes Honeywell  Inc.  as  a  great  buy. 
Comeau  has  looked  at  the  lew  of 
acquisitions  over  the  lasi  two  years  in 
Honeywell's  core  busi  sses,  and 
based  on  those  deals,  she  s  rs  the  $7.4 
billion  (estimated  1988  sa:  |  compa- 
ny is  worth  $115  to  $14  i  share. 
Recent  NYSE  price:  just 


Management  recognizes  this  dis- 
parity. Honeywell  has  repurchased  9 
million  shares  since  1985,  and  is  au- 
thorized to  buy  3.5  million  more 
under  its  present  buyback  plan. 
(There  are  42.4  million  shares  out- 
standing.) 
Honeywell's  cash  flow,  says  Co- 
meau, is  "extraordinary." 
She  estimates  it  will  be 
$13.75  a  share  this  year  and 
$15.15  in  1989.  Moreover, 
she  notes  that  because  the 
company  has  "more-than-ade- 
quate  facilities  and  because  resi- 
dential controls  and  defense  and 
marine  are  relatively  mature  prod- 
uct areas,  the  need  for  capital  ex- 
penditures is  relatively  modest."  She 
estimates  that  fixed  investments  will 
total  less  than  $300  million,  or  85%, 
of  annual  depreciation  and  amortiza- 
tion charges,  over  the  next  several 
years.  That  means,  she  says,  Hon- 
eywell could  generate  $60  million  to 
$200  million  of  excess  cash  in  1988 
and  1989  before  financing  activities. 

The  company  is  husbanding  cash  in 
other  ways.  In  August,  for  example,  it 
put  four  defense  electronics  units  on 
the  block  that  had  combined  sales  of 
$430  million  in  1987.  Comeau  puts  a 
conservative  price  tag  of  $350  million 
on  the  four. 

Comeau  thinks  1988  earnings,  after 
a  pair  of  defense  writeoffs,  will  be 
down  6%,  to  $5.40  a  share.  But  she's 
looking  for  a  30%  gain  next  year,  to  $7 
a  share.  If  she's  right,  this  big,  solid 
company  is  selling  at  nine  times  an- 
ticipated 1989  earnings,  and  for  less 
than  five  times  estimated  cash  flow. 


Fairly  valued 

Still  in  Minneapolis,  there  is  the 
continuing  saga  of  retailing  giant 
Dayton  Hudson  Corp.  Dayton,  you 
may  remember,  was  attacked  in  the 
summer  of  1987  by  Washington, 
DCs  well-coiffed  Haft  family,  the 
raiders  who  run  Dart  Group.  The 
Hafts  yanked  their  hostile  $68-a-share 
bid  for  Dayton  after  the  market  col- 
lapsed last  October.  Postcrash,  Day- 
ton's stock  plunged  below  30,  at 
which  point  the  company  instituted  a 
big  share-buyback  program.  (There 
are  84.6  million  NYSE  shares.) 

Is  there  any  takeover  action  left? 
And  if  not,  is  the  stock,  recently  re- 
covered to  41  ■'/»,  a  buy  on  basics? 


One  of  our  sources  doesn't  see  much 
takeover  play,  although  he  admits  the 
antitakeover  law  Minnesota  rammed 
through  to  protect  Dayton  and  its  cor- 
porate brethren  in  the  state  has  yet  to 
be  tested.  He  continues  to  value  the 
sum  of  Dayton's  parts  at  $65  to  $70  a 
share,  but  advises  not  to  buy  the  stock 
as  a  buyout  speculation. 

Nor  does  our  source  think  the  com- 
pany is  worth  much  more  than  its 
current  price  on  near-term  fundamen- 
tals. He  credits  Dayton's  continuing 
effort  to  turn  around  Mervyn's,  the 
big  soft-goods  chain  it  runs  in  nine 
western  states.  Elsewhere,  it  has  ac- 
quired 50-odd  Gemco  stores  in  Cali- 
fornia that  it  has  consolidated  into  its 
Target  discount  store  division.  In 
1988  the  consensus  is  that  Dayton 
will  earn  more  than  $3  a  share,  up 
from  $2.41  last  year;  in  1989  esti- 
mates range  from  $3.50  to  $4  a  share. 
Selling  for  around  1 1  times  next  year's 
earnings  projections,  Dayton  Hudson, 
our  source  concludes,  is  trading  in 
line  with  other  big  retailers  and  does 
not  rate  any  particular  premium. 


Dayton  Hudson's  turnaround  project 
Waiting  for  another  bid?  Don't. 


Service  with  a  smile 

Last  spring  analyst  Barry  Rothberg  of 
I  New  York's  Mabon,  Nugent  & 
Co.  recommended  Best  Products,  the 
big  catalog  showroom  chain  (Forbes, 
Apr  IS).  With  the  stock  selling  foi 
1 1%  at  the  time,  Rothberg  contende( 
the  company  was  worth  as  much  as 
$25  a  share.  Update:  Best  recenth 
agreed  to  be  acquired  by  Adler  & 
Shaykin,  a  New  York  investment 
firm,  for  $27.50  a  share. 

Rothberg  thinks  the  next  to  j 
might  be  the  other  biggie  in  the  field, 
$2.7  billion  (revenues)  Service  Mer 
chandise  Co.,  Inc.  During  the  sum 
mer,  as  Best  rose  on  the  strength  ol 
speculation,  Nashville-based  Service 
bounced  up  and  down.  In  Septembers 
management  group  that  included  Ser 
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nan  (his  family  owns  about  9%  of  the 
13.8  million  o-t-c  shares)  said  it  was 
:onsidering  an  LBO  offer  for  the  com- 
>any.  For  now,  management  has  ta- 
iled the  idea.  But  when  the  Best  news 
iroke,  Service  shot  to  a  12-month 
ligh  of  153/8. 

What's  Service  worth?  Based  on  the 
»rice  Best  is  fetching,  analyst  Roth- 
>erg  figures  as  much  as  $25  a  share, 
iervice  owns  44  of  its  313  stores  and, 
ike  Best,  is  believed  to  have  favorable 
easeholds  on  the  balance.  He  thinks 
iervice  will  earn  more  than  $1.50  a 
hare  in  the  current  year,  and  at  least 
.1.90  a  share  for  1989.  So  even  on 
undamentals,  the  stock  looks  good. 


Honey  in  the  bank 

Now  that  Irving  Bank  Corp.  has 
agreed  to  be  acquired  by  Bank  of 
slew  York,  money  manager  Edward 
Aacheski  of  Wilton,  Conn. -based  Ma- 
:heski  Asset  Management  suggests 
aking  a  look  at  another  deal  that  has 
>een  on  Bank  of  New  York's  back 
turner  since  long  before  it  started  up 
vith  Irving.  In  1983  Bank  of  New 
fork  struck  a  deal  to  buy  Northeast 
$ancorp,  Inc.,  headquartered  in  Stam- 
ord,  Conn.  Through  its  Union  Trust 
Zo. — 39  of  Union's  67  branches  are  in 
i fluent  Fairfield  County— $3,125  bil- 
ion  (assets)  Northeast  is  the  largest 
ndependent  commercial  bank  in 
Connecticut. 

According  to  the  terms  of  the  deal, 
vhich  were  amended  in  1986,  Bank  of 
*Jew  York  is  to  pay  2.5  times  North- 
ast's  book  value  when  the  merger  is 
onsummated.  When  will  this  take 
ilace?  That  depends  on  when  Con- 
lecticut  passes  an  interstate  banking 
aw.  Macheski  says  prospects  are  good 
hat  the  state  legislature  will  act  dur- 
ng  the  first  quarter  of  1989,  with  the 
>.ew  law  set  to  take  effect  in  1990. 
according  to  Macheski,  by  the  end  of 
text  year  book  value — recently 
35.06  a  share — will  be  over  $40.  That 
vould  make  for  a  takeover  price  of 

100  per  share,  64%  above  the  recent 
parket  price  of  61. 

Two  big  caveats:  (1)  The  deal  could 
ill  apart,  and  (2)  the  stock  is  thin, 
dthough  there  are  roughly  6  million 
|ver-the-counter  shares,  the  Union 
'"rust    Co.    employees'    savings    and 

rofit  sharing  plan  owns  10.3%,  and 
;iuch  of  the  rest  belongs  to  others 
i'ho  are  patiently  waiting  for  the  deal 
■u  close.  But  if  you  can  accumulate 

ven  a  few  shares,  says  Macheski, 
liey'll  be  worth  the  effort.  Says  he, 
Ins  one's  like  money  in  the  bank. 


"This  is  the  way  you  always 
imagined  the  South  Pacific 


Andrew  Har 
unspoiled 
Malcolm  Forbes' 
sland  paradise. 


"HxMm^Report 


It's  the  vacation 
of  a  lifetime  for 
$2,150  a  week! 


»■»— « 


% 


ct 


^^aken  as  a  whole,  Fiji  is 
'perhaps  the  most  idyllic  and 
//I  hospitable  archipelago  in  the 

South  Seas,  its  essence 
_^L-     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds. . . . 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling'scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  ■■ 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


JMhc  land  we're  ottering  is  tar 

I  Tfrom  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cnsto  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 
Very  few  owners  will  share  this 
r  of  the  American  Alps,  and  our 
ept  tor  buyers  is  simple:  A 
1<  iirable  piece  of  property, 
1:  financing  and  full 
bu>  tion.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
tor  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303   W4 
Ft.  Garland,  CO  81133. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

eventy  years  ago  in  Forbes 

rom  the  issue  of  November  2,  1918) 


ven  as  victory  loomed,  Forbes  remem- 
°red  World  War  f's  terrible  human  cost 

What  is  going  to  happen  to  us  when 
le  feverish  war  boom  suddenly  ends? 
low  many  of  us  are  going  to  lose  our 
)bs?  Will  the  unprecedentedly  high 
'ages  of  today  continue?  Will  govern- 
lents,  both  the  Allies'  and  our  own, 
nmediately  cancel  every  war  con- 
•act  the  moment  peace  is  declared? 
ven  if  they  do  not,  there  surely  can- 
ot  fail  to  be  immediate  unsettlement 
:  many  businesses." 


PI   If 


?t  Life's  employee  benefits  in  1918 
eluded  daily  dances — without  men 


xty  years  ago  in  Forbes 

■om  the  issue  of  November  1,  1928) 
Jnquestionably  the  most  important 
ent  of  the  past  month,  and  one  of 
e  most  important  this  year,  in  the 
dm  of  aviation  is  the  successful 
st  commercial  dirigible  crossing  of 
e  Atlantic  Ocean  by  the  German 
ip  Graf  Zeppelin.  Long  in  prepara- 
>n,  the  flight  disappointed  no  one, 


and  the  very  difficulties  of  weather 
conditions  which  it  met  on  its  West- 
ern crossing  added  proof  of  [its]  practi- 
cality and  comparative  safety.  .  .  ." 

"Always  in  the  past  call  loans  were 
supplied  by  bankers.  The  published 
figures  show  that  $2  billion  has  been 
pumped  into  Wall  Street  by  corporate 
and  other  nonbank  lenders,  and  it  is 
figured  by  bankers  that  more  than  an- 
other half-billion  is  actually  being 
supplied  from  outside  sources.  All 
this  huge  sum  is  callable  without  any 
notice.  Should  anything  occur  to  in- 
cite uneasiness  among  these  unregu- 
lated, irresponsible  lenders,  what 
would  happen  when  they  withdrew 
their  funds?" 

Fifty  years  ago 

(From  the  issue  of  November  1,  1938) 
"Rumors  of  impending  peace  between 
CIO,  A.F.  of  L.  gain  momentum  as 
public  resentment  against  factional 
quarrels  mounts.  Expert  observers 
concede  that  some  fire  may  be  be- 
neath smoke,  but  warn  against  expec- 
tation of  overnight  untangling.  ..." 

"Production  of  crude  petroleum  in 
the  U.S.  in  1937  amounted  to  1.3  mil- 
lion barrels  [per  day],  breaking  the 
previous  record  of  1 . 1  million  barrels 
for  1936." 

Twenty-five  years  ago 

(From  the  issue  of  November  1,  1963) 
"No  matter  how  much  farm  income 
exceeds  the  currently  booming  $40 
billion,  equipment  sales  are  unlikely 
to  grow  in  proportion.  The  reason: 
Even  though  the  machines  become 
increasingly  complicated  and  expen- 
sive, the  consolidation  of  American 
agriculture  into  larger  and  larger 
farms  has  cut  down  on  unit  sales  of 
equipment.  The  result  is  that  horse- 
power per  acre  on  American  farms  has 
remained  constant  for  several  years. 
With  it  has  stagnated  the  average  total 
dollar  volume  of  the  farm  equipment 
industry." 

"Although  the  late  Robert  S.  Kerr 
gave  up  active  control  of  Kerr-McGee 
Oil  Industries  when  he  entered  poli- 
tics in  1942,  first  as  governor  of  Okla- 
homa, later  as  a  U.S.  senator,  his  in- 
terest in  the  company  remained  un- 
flagging. 'He  would  call,'  says 
President  Dean  McGee,  'whenever  he 
found  time.' 

"A  typical  conversation: 


Kerr:  'What  are  y'all  doing?' 

McGee:  'Building  a  drilling  rig.' 

Kerr:  'Good  idea?' 

McGee:  'We  think  so.' 

Kerr:  'Build  two,  build  THREE.' 


Kerr -McGee  founder  Robert  S.  Kerr,  later 
a  U.S.  senator  from  Oklahoma 


Ten  years  ago 

(From  the  issue  of  October  30,  1978) 
"It  would  be  wrong  to  call  Roy  Neu- 
berger  a  professional  bear,  but,  unlike 
many  traders,  he  has  never  hesitated 
to  go  short.  He  claims  to  have  made 
his  first  big  killing  shorting  Radio 
Corp.  of  America  in  September  1929, 
when  it  sold  at  $574  a  share.  ...  He 
scored  again  on  the  short  side  in  the 
early  Seventies  with  high  multiple 
stocks  like  Avon,  Polaroid  and  Xerox. 
Neuberger  has  made  big  money  on  the 
bull  side,  too.  It  is  his  style  to  simulta- 
neously be  on  both  sides  of  the  mar- 
ket most  of  the  time." 

"The  trouble  with  the  mobile  home 
industry  is,  essentially,  that  it  does 
not  control  its  own  financial  destiny 
but  depends  on  the  banks  and  finance 
companies.  Contrast  this  with  the 
shell-home  market,  where  Jim  Walter 
Corp.,  a  company  largely  in  building 
and  building  materials,  currently  has 
the  biggest  backlog  in  its  history  in 
spite  of  those  same  soaring  interest 
rates.  The  difference  is  this:  Jim  Wal- 
ter has  its  own  mortgage  company 
and  can  finance  every  shell  home  it 
can  sell." 
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he  cynicism  that  is 
ri  success  that  is  penetrating 
lid. 
irge  Jean  Nathan 


All  men  naturally  hate  one 
another.  They  employ  lust  as 
far  as  possible  in  the  service 
of  the  public  weal.  But  this  is 
only  a  pretence  and  a  false 
image  of  love;  for  at  the 
bottom  it  is  only  hate. 
Blaise  Pascal 


There  is  no  crime  in  the 
cynical  American  calendar 
more  humiliating  than 
to  be  a  sucker. 
Max  Lerner 


Only  the  man  who  finds 
everything  wrong  and  expects 
it  to  get  worse  is  thought 
to  have  a  clear  brain. 
John  Kenneth  Galbraith 


The  cynic,  a  parasite  of 

civilization,  lives  by  denying 

it,  for  the  very  reason  that 

he  is  convinced  that 

it  will  not  fail. 

Jose  Ortega  y  Gasset 


Watch  what  people  are  cynical 
about,  and  one  can  often 
discover  what  they  lack. 
Harry  Emerson  Fosdick 


Cynic,  n.:  a  blackguard  whose 
faulty  vision  sees  things  as 
they  are,  not  as  they 
ought  to  be. 
Ambrose  Hilrce 


The  cynic  puts  all  hi  tions 

into  two  clas a  nly  bad 

and  secretly  bad 
Henry  Ward  Beec  her 


Only  what  proceeds  from  en 
or  from  cynicism  is  real.  All  th, 
rest  is  "talent." 
EM.  Cioran 


Thoughts 

on  the  Business  of  Life 


The  cynic  is  fond  of  quoting 
ironically:  "It  is  more  blessed  to  give 
than  to  receii  >e,' 'and  of  adding  that  he 
has  no  ambitions  to  enter  the  blessed 
class  Of  all  breathing  things  the  cynic 
is  the  most  miserable,  the  most  pitiable, 
the  least  enviable.  The  people  he 
laughs  at,  the  people  he  jeers  at,  the 
people  at  whom  he  sfxx)ts  his  cheap, 
little  darts  are  a  tlxntsand  times  better 
off  than  he,  though  his  selfworsfjip,  his 
impenetrable  conceit  prevent  him 
from  seeing  things  as  they  are. 
Cynicism  is  a  deadly  form  of 
moral  astigmatism. 
B.C.  Forbes 


Nothing  makes  me  more 
pessimistic  than  the  obligation 
not  to  be  optimistic. 
Eugene  Ionesco 


Beggars  get  handouts 
before  philosophers  because 
people  have  some  idea  of 
what  it's  like  to 
be  blind  and  lame. 
Diogenes  of  Sinope 


A  pessimist  is  a  man  who 
has  been  compelled  to  live 
with  an  optimist. 
Elbert  Hubbard 


Human  nature  is  not  a  high 
thing,  but  at  least  it  has 
a  high  idea  of  itself. 
Walter  Bagehot 
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Pessimism  does  win  us  great 
happy  moments. 
Max  Beerbohm 


You  want  to  hate  somebody, 
if  you  can,  just  to  keep  your 
powers  of  discrimination 
bright,  and  to  save 
yourself  from  becoming 
a  mere  mush  of  good  nature. 
Charles  Dudley  Warner 


Philanthropy  seems  to  me  to 
have  become  simply  the  refuge 
of  people  who  want  to  annoy 
their  fellow  creatures. 
Oscar  Wilde 


Cynicism  is  an  unpleasant  way 
of  telling  the  truth. 
Lillian  Hellman 


Optimism  is  the  content  of 
small  men  in  high  places. 
F.  Scott  Fitzgerald 


To  be  a  prophet  it  is  sufficient 
to  be  a  pessimist. 
Elsa  Triolet 


A  Text . . . 

For  I  know  that  in  me  (that 
is,  in  my  flesh)  dwelleth  no 
good  tiling:  for  to  will  is 
present  with  me;  but  how  to 
perform  that  which  is 
good,  I  find  not. 
Romans  7:18 
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He  is  one  of  those  wise 
philanthropists  who,  in  a 
time  of  famine,  would  vote 
for  nothing  but  a  supply 
of  toothpicks. 
Douglas  Jerrold 
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